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Atmos Energy’'s history dates back to| 2007 | 2008 | 2009 | 2010 | 2011 [2012 [2013 |2014 |2015 [2016 |2017 | 2018 | ©VALUELINEPUB.LLC|20-22
1906 in the Texas Panhandle. Over the| 66.03 | 7952 | 5369 | 5312 | 48.15 | 38.10 | 42.88 | 49.22 | 40.82 | 3223 | 28.20 | 28.65 |Revenues pershA 45.85
years, through various mergers, it became | 414 | 419 | 429| 464 | 472| 476| 514 | 542 | 58| 619 655 6.75 “CashFlow" persh 7.55
part of Pioneer Corporation, and, in 1981, 194| 200| 197 | 216| 226 210 | 250 | 296 | 309| 338| 365| 380 |Earnings persh AB 450
Pioneer named its gas distribution division| 128 | 130| 132| 134 | 136| 138 | 140 | 148 | 156| 168 1.80| 1.92 |Divids Decl'd persh Cs 2.30
Energas. In 1983, Pioneer organized| 439 520 551| 602 690 | 812 | 932 | 832 | 961 | 1046 11.00| 11.35|Cap'lSpending persh 1275
Energas as a separate subsidiary and dis- | 2201 | 2260 | 2352 | 2416 | 24.98 | 26.14 | 2847 | 30.74 | 3148 | 3332 | 37.10 | 37.15 |Book Value per sh 3850
tributed the outstanding shares of Energas | 89.33 | 90.81 | 9255 | 90.16 | 90.30 | 90.24 | 90.64 | 100.39 | 101.48 | 103.93 | 107.00 | 110.00 |Common Shs Outstg® | 120.00
to Pioneer shareholders. Energas changed [ 159 136 | 125| 132 | 144 159 | 159 | 161 | 175| 208 | Bold figlresare |AvgAnn'l PIE Ratio 235
its name to Atmos in 1988. Atmos acquired 84 82 83 84 90 | 101 89 85 88| 109 | ValuelLine  |Relative P/E Ratio 145
Trans Louisiana Gas in 1986, Western Ken- | 420 | 4.8% | 53% | 47% | 42% | 41% | 35% | 3.1% | 29% | 24% | "™ |avgAnn'l Divd Yield 2.2%
tucky Gas Utility in 1987, Greeley Gas in["5aog 4| 72013 | 4969.1 | 4789.7 | 43476 | 34385 | 3836.3 | 49409 | 4142.1 | 33499 | 3020 | 3150 |Revenues (mil) A 5500
1993, United Cities Gas in 1997, and others. | “175 | 1803 | 1797 | 2012 | 1093 | 1922 | 2307 | 289.8 | 3151 | 350.1| 390 | 420 | Net Profit ($mill) 540
CAPITAL STRUCTURE as of 3/31/17 35.8% | 38.4% | 34.4% | 38.5% | 36.4% | 33.8% | 38.2% |39.2% | 38.3% | 36.4% | 37.0% | 37.5% |Income Tax Rate 40.0%
Total Debt $3235.2 mill. Due in 5 Yrs $1530.0 mill. | 299 | 25% | 3.6% | 4.2% | 4.6% | 56% | 59% | 59% | 7.6% | 105% | 12.9% | 13.3% |Net Profit Margin 9.8%
LT Debt $2314.6 mill. LT Interest $140.0mill. g5 50,50 g | 49.9% | 45.4% | 49.4% | 45.3% | 48.8% | 44.3% | 43.5% | 38.7% | 38.0% | 39.0% |Long-Term Debt Ratio | 45.0%
(LT interest earned: 5.8x; total interest . .
coverage: 5.8x) 48.0% | 49.2% | 50.1% | 54.6% | 50.6% | 54.7% | 51.2% | 55.7% | 56.5% | 61.3% | 62.0% | 610% |Common Equity Ratio | 55.0%
Leases, Uncapitalized Annual rentals $17.1 mill. | 4092.1 | 4172.3 | 4346.2 | 3987.9 | 44615 | 43155 | 5036.1 | 5542.2 | 5650.2 | 5651.8 | 6400 | 6700 |Total Capital (mill) 8400
Pfd Stock None 3836.8 | 4136.9 | 4439.1 | 4793.1 | 5147.9 | 5475.6 | 6030.7 | 6725.9 | 7430.6 | 8280.5 | 9000 | 9500 |Net Plant ($mill) 11500
Pension Assets-9/16 $474.0 mill. _ 59% | 59% | 59% | 6.9% | 61% | 6.1% | 59% | 64% | 6.6% | 7.2% | 7.0% | 7.5% |Return on Total Cap'l 8.0%
Oblig. $545.5 mill. 87% | 88% | 83% | 9% | 88% | 81% | 8.9% | 94% | 9.9% | 10.1% | 10.0% | 10.5% |Returnon Shr. Equity | 11.5%
Common Stock 105,288,359 shs. .
as of 4/28/17 87% | 88% | 83% | 92% | 88% | 81% | 89% | 9.4% 9.9% | 10.1% | 10.0% | 10.5% |Return on Com Equity 11.5%
MARKET CAP: $8.6 billion (Large Cap) 30% | 31% | 27% | 35% | 33% | 28% | 4.0% | 4.7% 49% | 51% | 50% | 5.0% |Retained to Com Eq 5.5%
CURRENT POSITION 2015 2016 3/31/17 65% 65% 68% 62% 62% 65% 56% 50% 51% 50% 49% 50% |All Div'ds to Net Prof 51%
Cas(ﬁMALsLé)ets 28.7 475 45.4 | BUSINESS: Atmos Energy Corporation is engaged primarily in the  mercial; 2%, industrial; and 3% other. The company sold Atmos En-
Other 602.3 6342 517.7 | distribution and sale of natural gas to roughly three million custom- ergy Marketing, 1/17. Officers and directors own approximately
Current Assets 631.0 681.7 563.1 | ers through six regulated natural gas utility operations: Louisiana 1.6% of common stock (12/16 Proxy). President and Chief Execu-
Accts Payable 238.9 2594 185.2 | Division, West Texas Division, Mid-Tex Division, Mississippi Divi- tive Officer: Kim R. Cocklin. Incorporated: Texas. Address: Three
Debt Due 457.9 1079.8  920.6 | sion, Colorado-Kansas Division, and Kentucky/Mid-States Division.  Lincoln Centre, Suite 1800, 5430 LBJ Freeway, Dallas, Texas
Other 4580 4491 3903 | Gas sales breakdown for fiscal 2016: 67%, residential; 28%, com- 75240, Telephone: 972-934-9227. Internet; www.atmosenergy.com.
Current Liab. 11548 1788.3 1496.1 - — - -
Fix. Chg. Cov. 743% 768% 775% | Atmos  Energy performed nicely, billion of capacity under short-term credit
ANNUAL RATES _Past Past Estd 14'16| €arnings-wise, through the first half facilities and is able to issue up to $2.4 bil-
of change (persh) 10 Yrs. svis.  to20°2 | of fiscal 2017 (concludes September lion in common stock and/or debt
Revenues -4.0% -45% 20% | 30th), compared to the same period a securities. All things considered, strong
E%?ﬁi'r‘]g':s'ow Gow  S0% 4% | year earlier. That was due primarily to and steady operations have created re-
Dividends 250  35%  6.5% the bread-and-butter natural gas distribu- sources quite sufficient to meet working
Book Value 50% 55% 35% | tion division, which benefited from higher capital, capital spending, and other cash
Fiscal | QUARTERLY REVENUES$mil)A | Full | rates, mainly in the Mid-Tex, Louisiana, requirements. Acquisitions are a possibil-
gear 1Dec.3l Mar3l Jun.30 Sep.30 F\'(Zg?' and Mississippi units. Another plus there ity, although they are not incorporated
2014 17551 19643 9427 7788 49409 | Was customer growth across the Mid-Tex into our figures because of size and timing
2015 [2588 15401 6864 6568 |4142.1 | and Tennessee service areas. Meanwhile, factors.
2016 19062 11323 6329 6785 (33499 | results of the pipeline and storage busi- The equity has been trading at record
2017 |780.2 9882 600 6516 [3020 | ness were boosted by higher revenue from heights in recent months. We think
2018 |800 1030 640 680 |3150 | the Gas Reliability Infrastructure Program that price movement stems largely from
Fiscal |  EARNINGS PER SHAREABE Full | (GRIP) filings approved in fiscal 2016. At the company’s healthy profits thus far in
grﬁ-‘gg Dec.31 Mar.31 Jun.30 Sep.30 Fgg?' this juncture, share net stand_s to _rise fiscal 2017. What's more, long-term capital
2014 | 95 138 45 23 | 296] roughly 8%, to $3.65. Concerning fiscal appreciation potential is respectable, rela-
2015 9 135 55 .23 | 309 2018, the bottom line may well increase an tive to the Value Line median. Note, also,
2016 | 1.00 138 69 33 | 338| additional 4% or so, to $3.80 a share, if op- the solid, well-covered dividend plus pros-
2017 | 1.08 152 71 34 | 365| erating margins expand further. pects for future hikes in the payout. Other
2018 | 113 151 .76 40 | 380| The Financial Strength rating mentionable characteristics include the 1
Cal- | QUARTERLY DIVIDENDS PAID C= Ful | remains solid, at ‘A’. Through the second (Highest) Safety rank, good mark for Price
endar |Mar31 Jun.30 Sep.30 Dec3l| Year | quarter, cash and equivalents stood at Stability, and below-market Beta coeffi-
2013 35 35 35 37 | 142 | @round $45 million. Moreover, long-term cient. Indeed, various types of investors
2014 | 37 37 37 139 | 150| debt was at a manageable 37.6% of total might want to take a look. But for now,
2015 39 39 39 42 | 159 | capital, and short-term obligations did not Atmos Energy shares are only Average (3)
2016 42 42 42 45 | 171| present a major obstacle. Lastly, the for Timeliness.
2017 45 45 Dallas-headquartered firm has over $1.5 Frederick L. Harris, 111 June 2, 2017

(A) Fiscal year ends Sept. 30th. (B) Diluted | Next egs. rpt. due early Aug.

shrs. Excl. nonrec. items: '07, d2¢;

'10, 5¢; '11, (1¢). Excludes discontinued opera- | June, Sept., and Dec. = Div. reinvestment plan.
Direct stock purchase plan avail.
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tions: '11, 10¢; '12, 27¢; '13, 14¢;

09, 12¢; | (C)

'17, 13¢.

(D) In millions.
Dividends historically paid in early March,
outstanding.

(E) Qtrs may not add due to change in shrs

Company’s Financial Strength A
Stock’s Price Stability 95
Price Growth Persistence 80
Earnings Predictability 95
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2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [ 2008 [ 2009 | 2010 | 2011 |2012 [2013 [2014 [2015 | 2016 [2017 [2018 | ©VALUELINEPUB.LLC| 20-22

2561 | 2206| 31.14| 3044 | 3810 | 3981 | 3631 | 4537 | 3117 | 3205 | 36.30 | 27.08 | 38.38 | 44.40 | 32.09 | 21.90 | 27.60 [ 28.70 |Revenues per shA 3140

1.06 1.07 1.19 1.25 131 1.37 1.22 181 1.58 163 1.70 1.86 193 273 2.52 2.46 2.55 2.70 |“Cash Flow" per sh 3.05

.65 .70 .79 85 .88 93 .78 1.35 120 123 129 1.36 1.37 2.08 178 161 1.75 1.90 |Earnings per sh B 2.15

.39 40 41 43 45 48 51 .56 62 .68 72 a7 81 .86 93 .98 1.02 1.04 | Div'ds Decl'd per sh Ca 112

.55 51 57 12 64 64 73 .86 .90 1.05 113 1.26 133 152 3.76 4.15 2.15 2.20 |Cap’l Spending per sh 2.40

4.40 435 513 5.62 5.30 750 1.75 8.64 8.29 8.81 9.36 9.80 | 1065 | 1148 | 1299 | 1358 | 14.35| 15.25 [Book Value per shD 18.25

7999 | 83.00| 8170 | 8322 | 82.64 | 8283| 8322 | 8412 | 8317 | 8235 | 8289 | 83.05| 8332 | 8420 | 8519 | 8583 | 86.00 | 86.00 |Common Shs Outst'g & 86.00

142 147 14.0 15.3 16.8 16.1 216 12.3 14.9 15.0 16.8 16.8 16.0 117 16.6 21.3 | Bold figyres are |Avg Ann’l P/E Ratio 14.0

73 .80 .80 81 89 87 115 14 99 .95 1.05 1.07 .90 62 84 112 ValuejLine Relative P/E Ratio .90

42% | 39%| 37%| 33% | 3.1% | 32% | 3.0% | 3.3% | 35% | 37% | 3.3% | 34% | 37% | 35% | 3.1% | 2.9% | °UF'S|Avg Ann'l Divid Yield 3.7%
CAPITAL STRUCTURE as of 3/31/17 3021.8 | 3816.2 | 2592.5 | 2639.3 | 3009.2 | 2248.9 |3198.1 | 3738.1 | 2734.0 | 1880.9 | 2375 | 2470 |Revenues ($mill)A 2700
Total Debt $1322.6 mill. Due in 5 Yrs $360.8 mill. 653 | 1139 | 1010 | 101.8 | 1065 | 1124 | 1137 | 1769 | 1537 | 1381 | 152 | 165 |Net Profit ($mill) 190
L a5 o o oAt o lonret 3LOMIL g8 g96 | 37.8% | 27.1% | 4L4% | 302% | 1% | 2545 | 302% | 2696 | 155% | 320% | 320% |Incame Tax Rate 32.0%
(LT interest earned: 7.5 total interest coverage: 22% | 30%| 39% | 39% | 35% | 50% | 36% | 47% | 56% | 7.3% | 64% | 7.0% |NetProfitMargin 7.0%
7.5%) 37.3% | 38.5% | 39.8% | 37.2% | 35.5% | 39.2% | 36.6% | 38.2% | 43.2% | 47.7% | 46.5% | 45.5% |Long-Term Debt Ratio 43.0%
Pension Assets-9/16 $311.9 mill. 62.7% | 61.5% | 60.2% | 62.8% | 64.5% | 60.8% | 63.4% | 61.8% | 56.8% | 52.3% | 53.5% | 54.5% |Common Equity Ratio 57.0%

Oblig. $454.1 mill. [ 10280 | 1182.1 | 1144.8 | 1154.4 | 12031 | 1339.0 | 1400.3 | 1564.4 | 1950.6 | 2230.1 | 2310 | 2410 |Total Capital ($mill) 2750

Pfd Stock None 970.9 | 1017.3 | 1064.4 | 1135.7 | 12959 | 1484.9 | 1643.1 | 1884.1 | 2128.3 | 2407.7 | 2455 | 2505 |Net Plant ($mill) 2660
Common Stock 86,438,897 shs. 7% [ 107% [ 97% | 97% | 9.7% | 9.2% | 9.0% | 121% | 86% | 69% | 80% | 80% [Return on Total Cap' 8.0%
as of 5/2/17 10.1% | 15.7% | 14.6% | 14.0% | 13.7% | 13.8% | 12.8% | 18.3% | 13.9% | 11.8% | 12.5% | 12.5% |Return on Shr. Equity 12.0%
MARKET CAP: $3.6 billion (Mid Cap) 10.1% | 15.7% | 14.6% | 14.0% | 13.7% | 13.8% | 12.8% | 18.3% | 13.9% | 11.8% | 12.5% | 12.5% |Return on Com Equity 12.0%
CURRENT POSITION 2015 2016 3/31/17 | 36% | 95% | 7.2% | 6.7% | 6.2% | 62% | 52% |11.0% | 7.0% | 48% | 5.0% | 6.0% |Retainedto Com Eq 6.0%
Cas(ﬁMAll_;_éLts 49 375 9.7 64% | 40% 50% | 52% 55% | 55% 59% | 40% 50% 60% | 58% 54% |All Div'ds to Net Prof 51%
Other 539.6 _569.8 5853 | BUSINESS: New Jersey Resources Corp. is a holding company —mercial and electric utility, 65% incentive programs). N.J. Natural
Current Assets 5445 607.3  678.0 | providing retail/wholesale energy svcs. to customers in New Jersey, ~Energy subsidiary provides unregulated retail/wholesale natural gas

and in states from the Gulf Coast to New England, and Canada. and related energy svcs. 2016 dep. rate: 2.6%. Has 1,034 empls.

,Sg%tts[l;uaeyable 2;?% %ggg %ggg New Jersey Natural Gas had about 521,200 customers at 9/30/16  Off./dir. own about 1.5% of common (12/16 Proxy). Chrmn., CEO &
Other 854 1186 72.9 | in Monmouth and Ocean and other N.J. counties. Fiscal 2016 Pres.: Laurence M. Downes. Inc.. NJ Addr.. 1415 Wyckoff Road,
Current Liab. 7361 5716 626.3 | volume: 337 hill. cu. ft. (18% interruptible, 17% residential and com- ~ Wall, NJ 07719. Tel.: 732-938-1480. Web: www.njresources.com.
Fix. Chg. Cov. 750% 750% 750% | Sjnce our March review, shares of the bottom line 33% higher, to $1.21 a
ANNUAL RATES  Past Past Estd’'14-'16| New Jersey Resources have trended share, besting our call of $0.95.
dchange fpersh) - 10¥s, - SYs. 0202 | higher. Indeed, over that time frame, the As a result, we have raised our out-
“Cash Flow” 70% 95% 30% | Sstock’s price advanced almost 6.5%. This look for this year by $0.20, to $1.75 a
Earnings 75% 80% 3.0% | came after the company posted better- share. This would represent an annual
Dividends 73 G 33% | than-expected fiscal second-quarter finan- profit increase of about 9%. New customer

- . i . cial results (ended March 31st). accounts at the NJNG division ought to be

Riscal | QUARTERLY REVENUES ($mill) A | Full | Second-quarter revenues climbed a primary contributing factor here. Else-

Ends |[Dec.31 Mar3l Jun.30 Sep30| 'vear | about 28%, on a year-over-year basis, where, the NJR Clean Energy Ventures,

2014 | 8784 15796 6883 5919 (37381 | to $733.5 million. This was supported by Energy Services, Midstream, and Home

2015 |824.1 10131 4585 4383 |27340| rising contributions from both the utility Service departments have all been regis-

2016 4443 5742 3932 4692 |1880.9| gand nonutility segments that experienced tering greater net financial earnings, and

%gg gg’éo 3285 g%g 2‘1’85 %%g 22% and 32% upticks in volumes for that we look for this trend to persist. Finally,

: period. The New Jersey Natural Gas NJR has numerous capital growth projects

Riscal |  EARNINGSPERSHARE A5 | Full | (NJNG) regulated utility” division added in the works. Some include updating older

Ends |Dec3l Mar3l Jun30 Sep30| vear | 4,130 new customers during the first half infrastructure to boost system integrity,

2014 | 47 179 05 d23 | 208| of this year. At this pace, management while others are focused on clean energy

2015 | 65 116 03 d06 | 178| anticipates seeing roughly 9,000 new and investments. The regulated utility alone

%816 -58 -9231 13 ggz L8| conversion customers in fiscal 2017 alone. has $700 million in capex planned over the

20% '23 %2}' 13 '0‘11 %;g Much of its service territory is still feeling next three years. These efforts are

: : : : —1 the residual impacts from Superstorm anticipated to bring in 26,000-28,000 new

Cal- | QUARTERLYDIVDENDSPAID ©= | Full | Sandy, which hit the East Coast quite accounts through 2019, which augurs well
endar | Mar.31 Jun.30 Sep.30 Dec.3l| Year | hard On the upside, many customers that for top- and bottom-line growth.

2013 |-- 20 20 .20 60| are still rebuilding or without power, are At the recent quotation, these shares

2014 |21 21 21 023 86 | expected to come back on line this year. do not stand out. They are untimely,

2015 | .23 23 23 .24 91 on the margin front, total expenses have a so-so yield for a utility, and lack 3-

%816 -34 -34 24 255 98| declined 260 basis points as a function of to 5-year appreciation potential.

17125 2% the top line. Combined, these factors drove Bryan J. Fong June 2, 2017
(A) Fiscal year ends Sept. 30th. (C) Dividends historically paid in early Jan., million, $5.13/share. Company’s Financial Strength A+
(B) Diluted earnings. Qtly egs may not sum to | April, July, and October. 1Q '13 div'd paid in (E) In millions, adjusted for splits. Stock’s Price Stability 80
total due to change in shares outstanding. Next | 4Q '12. = Dividend reinvestment plan available. Price Growth Persistence 55
earnings report due late July. (D) Includes regulatory assets in 2016: $441.3 Earnings Predictability 55
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2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [ 2008 | 2009 | 2010 [ 2011 [2012 {2013 [2014 |2015 |2016 [2017 {2018 | ©VALUELINEPUB.LLC|20-22

4559 | 26.09| 2378 | 24.63| 2897 | 27.37| 2896 | 3236 | 24.02 | 2299 | 21.33 | 1631 | 18.04 | 2047 | 1458 | 1390 | 16.15| 16.90 |Revenues per sh 18.95

423 3.94 347 347 314 318 320 332 2.96 3.19 2.98 313 341 3.60 2.27 2.71 2.95 3.10 |“Cash Flow” per sh 340
113 191 159 1.62 1.08 114 114 1.34 84 1.06 1.05 1.37 157 1.67 63 1.00 1.15 1.25 |Earnings per sh A 1.50
1.16 1.16 1.10 .92 92 92 92 92 92 .92 .92 .94 .98 1.02 83 .64 .70 .74 |Div'd Decl'd per sh B = 1.00
322 2.50 2.19 191 2.17 233 2.88 354 281 2.88 399 483 5.99 6.42 4.26 457 4.90 4.90 |Cap'l Spending per sh 5.45
16.72 | 16.78 | 1681 | 1769 | 1809 | 1832 1852 | 1724 | 1754 | 1763 | 17.71 | 1790 | 1877 | 1954 | 12.04 | 12.60 | 12.70 | 13.20 |Book Value per sh © 13.60
207.49 | 248.86 | 262.63 | 270.63 | 27262 | 273.65 | 274.18 | 274.26 | 276.79 | 279.30 | 282.18 | 310.28 | 313.68 | 316.04 | 319.11 | 323.16 | 325.00 | 325.00 | Common Shs Outst'g © | 330.00
234 10.8 12.2 13.0 214 19.2 18.8 12.1 14.3 153 19.4 179 189 22.1 373 23.2 | Bold figyres are |Avg Ann'l P/E Ratio 16.0
1.20 .59 .70 .69 1.14 1.04 1.00 73 .95 97 122 1.14 1.06 1.19 1.88 123 Value|Line Relative P/E Ratio 1.00
44% | 56%| 57%| 44% | 40% | 42%| 43% | 57% | 7.6% | 57% | 45% | 3.8% | 33% | 27% | 35% | 2.8% | °UF'S|Avg Ann'l Divid Yield 4.2%

CAPITAL STRUCTURE as of 3/31/17 7939.8 | 8874.2 | 6649.4 | 6422.0 | 6019.1 | 5061.2 | 5657.3 | 6470.6 | 4651.8 | 4492.5 | 5250 | 5500 |Revenues ($mill) 6250

Total Debt $7914.2 mill. Due in 5 Yrs $2598.8 mill. | 3120 | 369.8 | 2312 | 2046 | 3038 | 410.6 | 490.9 | 530.7 | 1986 | 3281 | 375| 405 |Net Profit ($mill) 495

LT Debt $3590.7 mil. o Interest $430 mi 3.6% | 33.4% | 41.8% | 32.4% | 35.0% | 344% | 34.8% | 36.9% | 416% | 35.7% | 35.5% | 35.5% |Income Tax Rate B 5%

(Interest cov. eamed: 2.6x) (6% of Cap') 66% | - -] | || ool | 20w | 20%| 20% | 2.0% |AFUDC %to NetProfit | 2.0%

Leases, Uncapitalized Annual rentals $15.4 mill. 52.4% | 55.7% | 55.1% | 54.7% | 55.6% | 55.1% | 56.3% | 56.9% | 60.7% | 59.8% | 60.5% | 61.0% |Long-Term Debt Ratio 63.0%

Pension Assets-12/16 $1.75 bill. Oblig. $2.22 bill. | 47.6% | 44.3% | 44.9% | 45.3% | 44.4% | 44.9% | 43.7% | 43.1% | 39.3% | 40.2% | 39.5% | 39.0% |Common Equity Ratio 37.0%

10671 | 10673 | 10819 | 10859 | 11264 | 12373 | 13480 | 14331 | 9792.0 | 10129 | 10485 | 10985 |Total Capital ($mill) 12225

Pfd Stock None 10032 | 10276 | 10592 | 11097 | 11800 | 12916 | 14365 | 16017 | 12112 | 13068 | 13590 | 14135 [Net Plant ($mill) 15595

46% | 52% | 40% | 45% | 44% | 50% | 52% | 53% | 40% | 50%| 55% | 55% |Return on Total Cap'l 5.5%

Common Stock 324,667,071 shs. 6.1% | 78% | 48% | 60% | 61% | 74% | 83% | 86% 52% | 81% | 9.0% | 9.5% |Returnon Shr. Equity 11.0%

as of 4/24/17 6.1% | 78% | 48% | 6.0% | 6.1% | 74% | 83% | 86% 52% | 81% | 9.0% | 9.5% |Return on Com Equity 11.0%

MARKET CAP: $8.2 billion (Large Cap) 12% | 25% [ NMF 8% 9% | 25% | 31% | 34% NMF | 3.0% | 35% | 4.0% [Retainedto Com Eq 3.5%

CUR$I?\4I|ELI\|{T POSITION 2015 2016 3/31/17 | 81% | 68% | 110% | 87% | 85% | 67% | 62% | 61% | NMF | 63% | 61% | 59% |All Div'ds to Net Prof 67%

Cash Assets 155 26.4 28.4 | BUSINESS: NiSource Inc. is a holding company for Northern Indi-  other, less than 1%. Generating sources, 2016: coal, 77.3%; pur-

Other 1561.7 1735.7 1442.8 | ana Public Service Company (NIPSCO), which supplies electricity chased & other, 22.7%. 2016 reported depreciation rates: 3.0%

Current Assets 1577.2 1762.1 1471.2 | and gas to the northern third of Indiana. Customers: 461,000 elec- electric, 1.8% gas. Has 7,596 employees. Chairman: lan M. Rol-

,Sc%ttsgayable 138?‘11 12?1;‘11 Zég%g tric in Indiana, 3.4 million gas in Indiana, Ohio, Pennsylvania, Ken- land. President & Chief Executive Officer: Robert C. Skaggs, Jr. In-

Ottaher ue 12230 10617 879.0 Il:IC.ky,v Virginia, Maryland, Massachusetts throlugh its Columbia sub-  corporated: Indiana. Address: 801 East 86th Ave., Mgrrillville, Indi-

Current Liab. 26575 34500 36641 sidiaries. Revenue breakdown, 2016: electrical, 34%; gas, 66%; ana 46410. Telephone: 877-647-5990. Internet: www.nisource.com.

Fix. Chg. Cov. 210% 245% 260% | NiSource reported solid first-quarter grow between 5% and 7% annually out to

ANNUAL RATES  Past Past Estd’14-16| results. Revenues increased to nearly $1.6 the 2020-2022 period. With that in mind,

ofchange (pers)  10¥rs. ~ 5Vis. 10202 | pillion, as better rates cases across the we think the company will post earnings of

Bg;’g?‘,‘:?gw” f&f fgo//g ggo//g company’s service areas occurred. Positive $1.25 a share in 2018, and $1.50 a share

Earnings 15%  25%  55% regulatory outcomes helped to improve in- in the 2020-2022 period.

Dividends 10% -2.0%  3.0% | frastructure spending. However, slightly The balance sheet remains a concern.

Book Value 20% 85% -15% | \warmer weather held back throughput a Though the company was able to lower in-

Cal- | QUARTERLYREVENUES$mill) | rul | bit. Though administrative expenses in- terest expense through the successful roll-

endar [Mar31 Jun.30 Sep.30 Dec3l| Year | creased, better operational margins al- out of debt, this appears likely to be a

2014 (23205 1335.1 11239 1691.1 |6470.6| lowed earnings per share to rise to $0.65. short-lived phenomenon. The debt total

2015 |1852.2 8846 817.2 1097.8 |4651.8| As the company plans to invest between may well increase to pay for capital ex-

2016 |1436.6 897.6 861.3 1297.0 |44925| $1.6 billion and $1.7 billion in 2017, we penditures, and interest rates will proba-

2017 115986 1000 1000 16514 5250 | think earnings per share will be $1.15. bly be higher over the coming years, caus-

2018 |1750 1000 1050 1700|5500 | Rates cases should define top-line out- ing a drag on earnings growth. Still, this

Cal- EARNINGS PER SHARE A Full | comes in the years ahead. Regulatory may be somewhat offset by a high portion

endar |Mar31 Jun.30 Sep.30 Dec.3l| Year | approval in Virginia was achieved in the of the debt being at fixed rates.

2014 85 .25 10 49 | 167 | first quarter, which allows for a $28.5 mil- Shares of NiSource are not ranked for

2015 | 61 d23 05 .20 63| lion annual revenue increase. In addition, Timeliness due to the spinoff of

2016 | 58 09 07 .27 | 101} jt received approvals of tracker updates in Columbia Pipeline Group. They offer

2017465 .10 10 .30 | 115} pmassachusetts and Ohio. NiSource has little investment appeal, as they are trad-

2018 65 10 10 40 | 151 filed for new rates in Maryland, a long- ing within our long-term Target Price

Cal- | QUARTERLYDIVIDENDSPADB= | Fyll | term infrastructure plan in Ohio, and con- Range. The yield remains low when com-

endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | tinued electric transmission and environ- pared to others in the industry, and risk

2013 24 24 25 25 98 | mental investment in Indiana. The compa- exists here due to the company's some-

2014 25 25 .26 26 | 102 | ny expects to invest between $1.6 billion what leveraged financial position. Long-

2015 | 26 .26 155 1551 .83 | and $1.8 billion a year, as it has identified term investors would be best served wait-

2016 | 155 155 165 .165| 64| $30 billion in long-term investment op- ing for a dip in price.

2017 | A5 175 portunities. These should help earnings John E. Seibert 111 June 2, 2017
(A) Dil. EPS. Excl. nonrec. gains (losses): '05, |sum to total due to rounding. $5.98/sh. Company’s Financial Strength B+
(4¢); gains (losses) on disc. ops.: '05, 10¢; '06, | (B) Div'ds historically paid in mid-Feb., May, (D) In mill. Stock’s Price Stability 90
(11¢); 07, 3¢; '08, ($1.14); '15, (30¢). Next Aug., Nov. = Div'd reinv. avail. (E) Spun off Columbia Pipeline Group (7/15) Price Growth Persistence NMF
egs. report due late July. Qtl'y egs. may not (C) Incl. intang in '16: $1933.4 million, Earnings Predictability 45
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] RECENT 60 10 PIE 27 3 Trailing: 27.6 | RELATIVE l 40 DIVD 3 10/
AV NYSE-NWN PRICE . RATIO . Median: 19.0,/ | PIE RATIO YLD 170
High:| 43.7| 528| 552| 465| 50.9| 49.0| 508| 466| 526| 523| 66.2| 617 Target Price Range
TIMELINESS 4 Lovered 62117 Low: | 328| 39.8| 377| 37.7| 411| 396| 41.0| 400| 401| 420| 489| 565 J g
. 2020 | 2021 2022
SAFETY 1 Raised31805 | LEGENDS 02
—— 1.10 x Dividends p sh == 100
TECHNICAL 3 Lowered 1202316 divided by Interest Rate <
-+« Relative Price Strength S 80
BETA .65 (1.00 = Market) OltqiogsaYes dicat i 64
T T® | [eeeesde=====
2020_22 PROJECTIONS aded area in \caes:lr.eces.slwon “L/ _ N I ) IIII| I||| A D e 48
. ~ Ann'l Total YT L mw T T (LR AT AN ST TR TT TN SFTLUITI R AT
Price  Gain Return |yttt | T .0 »
High 60 Nil) 3% [= e T e e
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Insider Decisions = Tenge e 20
JASONDIFEM T L 16
toBy 0000000O0O 12
Optons 1 0 0 0 0 0 011 1
oS_100000003 %TOT. RETURN 4117 |_8
Institutional Decisions sng vwg&w
20016 302016 4QN16 | percent 15 L
toB 118 93 106 n . | m lyr. 193 190 [
0sel 80 o0 1| onares 10 TiritE IO v e e e T e T T I TLE 3y 501 253 |
HIds(00) 16937 16984 18267 | ELARRRR) RO RRRRRRAFRERRIINAYORRRN R IIIIIIIIIII R REERDAD 000 T Sy 562 824

2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 [ 2010 | 2011 [2012 [2013 [2014 |2015 [2016 |[2017 | 2018 | ©VALUELINEPUB.LLC|20-22

2578 | 2507 | 2357| 25.69| 33.01| 37.20| 3913 | 39.16 [ 3817 | 3056 | 3172 | 27.14 | 28.02 | 27.64 | 26.39 | 23.61 | 2555| 26.45 |Revenues persh 29.65
386| 365| 38| 392| 434| 476| 541| 531 | 52| 518 | 500| 494| 504 | 505| 491 | 493| 525| 505 “CashFlow" persh 6.10
188| 162 176| 186| 211| 235 276| 257 | 28| 273| 239| 222 | 224| 216 19 | 212| 220 | 240 |Earnings persh A 3.15

125| 126 127 130| 132| 139| 144| 15| 160| 168| 175| 179 | 183| 18 186 | 187 | 188 | 1.89 |Div'ds Decl'd persh Bs 2.00
323 311| 490| 552| 348| 356| 448| 392 509 | 935 376 | 491 | 513 | 440 | 437 | 487| 620| 6.45 Cap'l Spending persh 6.35
1856 | 18.88| 19.52 | 20.64 | 2128 | 22.01| 2252 | 23.71| 24.88 | 26.08 | 26.70 | 27.23 | 27.77 | 28.12 | 2847 | 29.71 | 29.90 | 30.40 |Book Value per sh P 32.25
2523 | 2559 | 2594 | 2755| 2758 | 27.24| 2641 | 2650 | 2653 | 26.58 | 26.76 | 26.92 | 27.08 | 27.28 | 2743 | 2863 | 29.00 | 29.50 |Common Shs Outst'g © | 30.00

129| 172 158| 167| 170| 159( 167| 181 | 152 | 170| 190 211 | 194 | 207 | 237 | 26.9 | Bold figyresare |AvgAnn'l P/E Ratio 17.0
.66 94 90 88 91 86 89| 109| 101| 108| 119| 134 109 | 109 | 119| 143| VauelLine Relative P/E Ratio 1.05
5.A% | 45% | 4.6%| 42% | 37% | 37%| 3% | 3.3% | 37% | 36% | 39% | 38% | 42% | 41% | 40% | 33%| ="' |AvgAnnlDivid Yield 3.7%
CAPITAL STRUCTURE as of 3/31/17 1033.2 | 1037.9 | 1012.7 | 812.1 | 8488 | 7306 | 7585 | 7540 | 7238 | 676.0 740 780 |Revenues ($mill) 890
Total Debt $719.7 mill. Duein 5 Yrs $360.0 mill. 745| 685| 751 | 727| 639| 599 | 605| 587 | 537| 589 640| 70.0 |NetProfit ($mill) 90.0
LT Debt $657.7 mill. LT Interest $45.0 mill. 37.2% | 36.9% | 38.3% | 40.5% | 40.4% | 42.4% | 40.8% | 415% | 40.0% | 40.9% | 35.0% | 35.0% |Income Tax Rate 3.0%
(Total interest coverage: 3.6x) 72% | 66% | 74% | 89% | 75% | 82% | 80% | 78% | 74% | 87% | 8.6% | 9.1% |NetProfit Margin , 10.6%
46.3% | 44.9% | 47.7% | 46.1% | 47.3% | 48.5% | 47.6% | 44.8% | 42.5% | 44.4% | 44.5% | 45.0% [Long-Term Debt Ratio 45.5%
Pension Assets-12/16 $257.7 mill. 53.7% | 55.1% | 52.3% | 53.9% | 52.7% | 51.5% | 52.4% | 55.2% | 57.5% | 55.6% | 55.5% | 55.0% |Common Equity Ratio 54.5%
Oblig. $457.8 mill. [ 1106.8 | 1140.4 | 1261.8 | 1284.8 | 1356.2 | 1424.7 | 14336 | 1389.0 | 1357.7 | 1529.8 | 1570 | 1625 |Total Capital ($mill) 1775
Pfd Stock None 1495.9 | 1549.1 | 1670.1 | 1854.2 | 1893.9 | 1973.6 | 2062.9 | 2121.6 | 2182.7 | 2260.9 | 2350 | 2445 |Net Plant ($mill) 2750
Common Stock 28,644,327 shares 85% | 7.7% | 73% | 70% | 62% | 57% | 58% | 58% | 55% | 51% | 50% | 55% |Returnon Total Cap' 6.5%
as of 4/28/17 12.5% | 10.9% | 11.4% | 10.5% | 89% | 82% | 81% | 7.6% | 6.9% | 69% | 7.5% | 8.0% |Returnon Shr. Equity 10.0%
12.5% | 10.9% | 11.4% | 10.5% | 89% | 82% | 81% | 76% | 6.9% | 69% | 7.5% | 8.0% |Return on Com Equity 10.0%
MARKET CAP $1.7 billion (Mid Cap) 6.0% | 45% | 50% | 4.0% | 24% | 16% | 15% | 11% 6% 9% | 1.0% | 1.5% |Retained to Com Eq 3.5%
CUR$I?\4I|ELI\ET POSITION 2015 2016  3/31/17 52% 59% 56% 61% 3% 80% 81% 85% 92% 87% 85% 79% |All Div'ds to Net Prof 64%
Cash Assets 4.2 3.5 40.6 | BUSINESS: Northwest Natural Gas Co. distributes natural gas to  Owns local underground storage. Rev. breakdown: residential,
Other 327.9 2846 2253 | 90 communities, 704,000 customers, in Oregon (89% of customers) 35%; commercial, 22%; industrial, gas transportation, and other,
Current Assets 3321 2881 2659 | and in southwest Washington state. Principal cities served: Portland ~ 43%. Employs 1,092. BlackRock Inc. owns 11.9% of shares; of-
,Sc%ttsgayable 23?% gg; ggg and Eugene, OR; Vancouver, WA. Service area population: 2.5 mill. ~ ficers and directors, 1.5% (4/17 proxy). CEO: Gregg S. Kantor. Inc.:
Ottaher ue 1095 955 99.g | (77% in OR). Company bgys gas supply from Canz}diaﬂ and U.S. Oregon. Address: 220 NW 2nd Ave., Portland, OR 97209. Tele-
Current Liab. 4777 7745 2350 | Producers; has transportation rights on Northwest Pipeline system.  phone: 503-226-4211. Internet: www.nwnatural.com.
Fix. Chg. Cov. 300% 390% 360% | Northwest Natural Gas saw improve- the facility to store around 2.5 billion cubic

ANNUAL RATES  Past Past Estd’'14'16| ment in the first quarter. Revenues ex- feet of natural gas for no-notice service to
of change (persh) ~ 10Yrs. ~ 5¥rs.  10'20°2 | panded due to cooler temperatures and Portland General Electric. This is expected

Revenues . 20% S0 23 | higher amounts of natural gas being put to cost around $128 million in total capital
Earnings -- -45% 70% | through. This allowed for better gross prof- expenditures, and will probably be in ser-
Dividends 35%  20%  10% | jtability, though this was somwhat offset vice by the winter of 2018. This should
Book value 30% 20% 20% | py higher maintenance costs and increased drive up usage significantly and, hence,

cal- | QUARTERLYREVENUES($mil) | rul | depreciation expense. Earnings per share help contribute to the bottom line. We
endar [Mar31 Jun.30 Sep.30 Dec.3l| Year | rose to $1.40 despite a higher share count. think the company will earn $2.40 in 2018,
2014 2934 1331 87.2 2403 | 7540 | However, aside from the seasonal impact and $3.15 by the 2020-2022 period.

2015 2617 1383 931 230.7 | 7238 | of warmer weather, we expect an increase The balance sheet is in fairly good
2016 12555 992 877 2335 | 6760 | in capital invesments to pressure results shape. Debt currently makes up only
2017 2973 105 950 2427 | 740 | jn the near term. Thus, we've lowered our about 45% of total capital, and interest ex-
2018 305 120 105 250 | 780 | share-net estimate by $0.15, to $2.20. pense remains manageable. Still, given the
Cal- EARNINGS PER SHARE A Ful | A better Portland-area economy possibility of rising interest rates and the
endar |Mar31 Jun.30 Sep.30 Dec.3l| Year | should benefit near-term results. likelihood of Northwest taking on debt to
2014 | 140 04 d32 104 | 216| Employment trends in Portland are favor- fund capital projects, interest expense may
2015 | 104 .08 d24 108 | 19| able, while customer growth continues to well edge up in the years ahead.

2016 | 133 .07 d29 100 | 212} happen in the service territory, as more These untimely shares are not entic-
2017 | 140 05 d30 105 | 220| hoysing is added. The company should ing at present. They are trading at the
2018 | 140 10 d25 115 | 240| penefit from higher incomes in the area, high end of our long-term Target Price
Cal- | QUARTERLYDIVIDENDSPAIDE= | Full | too. In fact, it is earmarking $25 million in Range, and the yield does not stand out
endar | Mar31 Jun.30 Sep.30 Dec.3l| Year | capital expenditures to improve its system when compared to its recent past, while
2013 | 455 455 455 460 | 1.83| to include high-pressure distribution lines, payout growth is likely to be slow. As
2014 | 460 460 460 465 | 1.85| which should allow for more throughput. these shares appear to be fully valued,
2015 | 465 465 465  4675| 186 | The Mist facility appears to be on long-term investors would be best served
2016 | 4675 4675 4675 470 | 187| track. Northwest will spend between $80 waiting for a dip in price.

2017 | 470 470 million and $90 million this year to build John E. Seibert 111 June 2, 2017
(A) Diluted earnings per share. Excludes non- | (B) Dividends historically paid in mid-February, (D) Includes intangibles. In 2016: $357.5 mil- | Company’s Financial Strength A
recurring items: ‘06, ($0.06); '08, ($0.03); '09, | May, August, and November. lion, $12.48/share. Stock’s Price Stability 95
6¢; May not sum due to rounding. Next earn- | = Dividend reinvestment plan available. Price Growth Persistence 20
ings report due in early August. (C) In millions. Earnings Predictability 85
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The shares of ONE Gas, Inc. began trad- | 2007 | 2008 | 2009 | 2010 |2011 12012 |2013 |2014 2015 2016 [2017 | 2018 | ©VALUELINEPUB.LLC|20-22
ing “regular-way” on the New York Stock - -- .- .- .- .- - | 3492 | 2962 | 27.30| 2885 | 30.20 [Revenues per sh 35.10
Exchange on February 3, 2014. That hap- 452 | 482| 543| 590 | 6.40 |“CashFlow” per sh 7.70
pened as a result of the separation of 207 | 224| 265| 295| 3.25|Eamings persh A 4.00
ONEOK's natural gas distribution operation. 84| 120| 140| 168| 1.88 |Div'ds Decldpersh Ba | 245
Regarding the details of the spinoff, on Jan- 570 | 563 | 591| 6.65| 6.90 |Cap’lSpending persh 6.85
uary 31, 2014, ONEOK distributed one 3445 | 3524 | 3612 | 37.80 | 38.95 [Book Value per sh 41.45
share of OGS common stock for every four 5208 | 5226 | 5228 | 5250 | 5250 |Common Shs Outstg € | 55.00
shares of ONEOK common stock held by 178 | 198 22.7 | Boid fighres are |Avg Ann'l P/E Ratio 25.0
ONEOK shareholders of record as of the 94| 100| 120| \Vaueltine |Relative P/E Ratio 155
close of business on January 21. It should 23% | 27% | 23% | "' |Avg Annl Divid Yield 25%
be mentioned that ONEOK did not retain 18189 | 1547.7 | 14272 | 1515 1585 |Revenues ($mill) 1930
any ownership interest in the new company. 1008 | 1190 | 1401 | 155| 170 |Net Profit ($mill) 220
CAPITAL STRUCTURE as of 3/31/17 38.4% | 38.0% | 37.8% | 36.5% | 36.5% |Income Tax Rate 38.0%
Total Debt $1278.0 mill. Due in 5 Yrs $445.0 mill. 6.0% | 7.7% | 9.8% | 10.2% | 10.7% |Net Profit Margin 11.4%
LLTTD_;';trgsltleg’azrfef;"('S-S ,LIT()I';‘?;;SFIE?-O mill 40.1% | 39.5% | 38.7% | 38.0% | 38.0% |Long-Term DebtRatio | 38.0%
gove'rage: s 50.9% | 60.5% | 613% | 62.0% | 620% |Common Equity Ratio | 620%
Leases, Uncapitalized Annual rentals $5.6 mill. 2995.3 | 3042.9 | 3080.7 3200 3300 |Total Capltal ($m|”) 3675
Pfd Stock None 32937 | 35119 | 37316 | 3940 | 4150 |Net Plant ($mill) 4850
Pension Assets-12/16 $739.6 mill. 44% | A47% | 52% | 6.0% | 65% |Returnon Total Cap'l 7.0%
Common Stock 52, 4351305%“%5965-5 mill. 61% | 65% | 74% | 80% | 85% [RetumonShEquily | 95%
as of 4/25/17 6.1% | 65% | 74% | 80% | 85% |Returnon Com Equity 9.5%
MARKET CAP: $3.6 hillion (Mid Cap) 37% | 31% | 35% | 35% | 3.5% |Retained to ComEq 4.0%
CURRENT POSITION 2015 2016 3/31/17 40% 53% 52% 57% 58% |All Div'ds to Net Prof 61%
Cas(ﬁMALsLé)ets 24 14.7 13.2 | BUSINESS: ONE Gas, Inc. provides natural gas distribution serv- industrial, 9%; wholesale, 1%. BlackRock owns approximately
Other 480.4 5542  467.9 | ices to over two million customers. It has three divisions: Oklahoma 10.0% of common stock; The Vanguard Group, 9.5%; American
Current Assets 2828 5689 481.1 | Natural Gas, Kansas Gas Service, and Texas Gas Service. The Century Investment Management, 9.3%; officers and directors, less
Accts Payable 1075 132.0 76.1 | company purchased 134 Bcf of natural gas supply in fiscal 2016, than 1% (4/17 Proxy). CEO: Pierce H. Norton II. Incorporated: Ok-
Debt Due 125 1450 85.4 | compared to 157 Bcf in 2015. Total volumes delivered by customer lahoma. Address: 15 East Fifth Street, Tulsa, Oklahoma 74103.
Other 1842 _166.9 _146.4 | (fiscal 2016): transportation, 60%; residential, 30%; commercial & Telephone: 918-947-7000. Internet; www.onegas.com.

Current Liab. 3042 4439 "307.9 — -

Fix. Chg. Cov. 624% 685% 670% | We welcome ONE Gas, Inc. to The make those initiatives possible.

ANNUAL RATES _Past Past Estd'1a-16| Value Line Investment Survey. The The quarterly dividend was hiked
of change (persh) 10 Yrs. sy, t0'20-2 | Oklahoma-headquartered company pro- 20%, to $0.42 a share. Furthermore, we

Revenues -- == 25% | vides natural gas_distribution services to look for steady annual increases in the dis-
E%?ﬁi'r‘]g':s'ow - . 52% | more than two million customers, includ- tribution out to 2020-2022. Our projections
Dividends _ . 135% ing transportation (comprising the biggest indicate that the payout ratio during that
Book Value -- - 3.0% portion of total volumes delivered), period will lie between 60% and 65%,

Cal- | QUARTERLY REVENUES ($ mill.) ranl | Yesidential, and commercial & industrial. which seems reasonable. But the yield is
endar [Mar.31 Jun.30 Sep.30 Dec.3l| vear | Operations are concentrated in Oklahoma, not spectacular, when measured against

2014 | 7662 2968 2415 5144 |1818.9 Kansas, and Texas. the average of all the other companies
2015 | 6765 2568 2252 3892 |1547.7 | Since January 1, 2017, a new account- within Value Line’s Natural Gas Utility
2016 |508.4 2459 2322 4407 |14272 | ing standard for share-based com- universe.

2017 |550.4 260 245 4596 |1515 | pensation was adopted. This resulted in These shares have gained some steam
2018 570 275 260 480 |1585 | a $5.2 million tax benefit (equivalent to over the past several months. We be-

Cal- EARNINGS PER SHARE A rul | $0.10 a share) in the first quarter. How- lieve that price movement reflects investor
endar |Mar31 Jun.30 Sep.30 Dec.3l| Year | €ver, we excluded that number from our confidence surrounding ONE Gas’ 2017

2014 | 113 18 .09 67 | 207| presentation because of its nonrecurring earnings prospects. Indeed, that's sup-
2015 | 113 23 14 74 | 224 nature. ported by the healthy first-quarter per-
2016 | 1.22 38 25 80 | 265| This year’s capital expenditures are formance, given such contributors as new
2017 | 134 44 32 85 | 295| anticipated to be roughly $350 mil- rates in Texas and Kansas, plus the favor-
2018 | 142 50 41 92 | 325| lion. (That would be some 13% higher able effect of weather-normalization me-

Cal- | QUARTERLY DIVIDENDS PAID B fFu | than the 2016 level.) More than 70% of the chanisms. What's more, the equity has
endar |Mar31 Jun30 Sep.30 Dec3l| Year | budget is devoted to system integrity and some upside left. Finally, note the 2
2013 | -- - - . . pipeline replacement projects. Manage- (Above Average) Safety rank and lower-
2014 | -- 28 28 28 84| ment expects that amount to be in the than-market Beta coefficient.

2015 30 30 30 .30 | 120| $350 million to $380 million range each For now, though, the Timeliness rank
2016 35 35 35 35 | 140 year from 2017 to 2021. It seems that cor- is pegged at 3 (Average).

2017 42 porate finances are more than adequate to Frederick L. Harris, 111 June 2, 2017
(A) Diluted shrs. Excludes nonrecurring gain: | June, Sept., and Dec. = Dividend reinvestment Company’s Financial Strength B++
Q1 2017, $0.10. Next earnings report due early | plan. Direct stock purchase plan. Stock’s Price Stability 85
Aug. (C) In millions. Price Growth Persistence NMF
(B) Dividends historically paid in early March, Earnings Predictability NMF

© 2017 Value Line, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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SOUTH JERSEY INDS. wvse s

RECENT
PRICE

PIE Trailing: 27.0
RATIO 28.3 (Median: 180

35.34

RELATIVE
PIERATIO

DIVD
YLD

L45)% 3.1%

TIMELINESS D Lowered 5119117

High:
Low:

17.1
12.8

27.1
18.6

29.0| 29.0| 31L1]| 306
214 | 229 | 253| 259

20.6
15.6

203 | 204
12.6| 16.0

SAFETY 2 Lowered 1481

TECHNICAL 1 Reised 52617
BETA .80 (1.00 = Market)

2020-22 PROJECTIONS
Ann’l Total

divided by

.+ ++ Relative

2-for-1 split  7/05

2-for-1 split  5/15
Options: Yes

haded area indicates recession
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—— 0.80 x Dividends p sh
Interest Rate
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38.4
31.4

30.4

35 Target Price Range
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80
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Price  Gain Return
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4%

High 35 Nil
-4%

low 25 (-3 %;

A

20

Insider Decisions
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15
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to Buy
Options
to Sell

OO0 «

_ 1

7.5

2Q2016
129

3Q2016

to Buy 91

to Sell 61 92
Hid's(000) 56193 56455

Percent
shares
traded

15

% TOT. RETURN 4/17

THIS VL ARITH.*
STOCK INDEX

10

39.0 19.0

| 1yr.

Wl I 3yr. 459 25.3

5
\

5yr. 81.6 82.4

2001 | 2002 | 2003

2005

2006

Il [
I
012 [2013

I\.‘_'

2009 2011

Il
2015 2017 {2018 | ©VALUELINEPUB.LLC|20-22

1765 | 10.35
1.06
61
.38

13.17
112
68
39

15.89
1.25
86
43

15.88
175
123

46

1371
2.23
145

.75

11.16
2.34
1.52

83

11.18
248
152

90

14.19
1.86
119

61

13.40
2.45
1.25
110

13.85
2.65
145
115

15.40
3.20
1.80
1.30

13.52
242
1.44
1.02

Revenues per sh

“Cash Flow” per sh
Earnings per sh A
Div'ds Decl'd per sh B=

141
391

174
4.84

118
5.63

1.34
6.20

1.60
6.75

1.26
7.55

4.84
12.64

5.01
13.65

1.83
9.12

2.79
9.54

3.20
10.33

4.01
11.63

5.25
25.00

487
14.62

3.05
17.80

3.60
19.60

Cap’l Spending per sh
Book Value per sh ©

4744 4883 | 5292 | 5552

57.96

58.65

59.46 | 59.59 | 59.75 | 6043 | 6331 | 6543 | 68.33

70.97 82.00 | 83.00 [Common Shs Outst'g © | 86.00

13.6
.70
A4.7%

135
.74
4.6%

133
.76
4.3%

141
74
3.7%

16.6
88
3.0%

119
64
3.2%

189
1.06
3.1%

18.0
95
3.4%

159
96
3.1%

15.0
1.00
3.4%

16.8
1.07
3.0%

18.4
115
2.8%

16.9
1.08
3.2%

16.0
1.00
4.5%

179
90
3.9%

Avg Ann’l PJE Ratio
Relative P/E Ratio
Avg Ann’l Div'd Yield

Bold fig
Value|
estin

res are
Line
ates

LT Debt $1079.3 mill.
(Total interest coverage: 4.0x)

Pfd Stock None

Common Stock 79,547,998 shs.
as of 5/1/17

CAPITAL STRUCTURE as of 3/31/17
Total Debt $1316.3 mill. Due in 5 Yrs $630 mill.
LT Interest $50.0 mill.

MARKET CAP: $2.8 billion (Mid Cap)

7314
97.1

887.0
104.0

962.0
67.7

845.4
713

925.1
81.0

828.6
87.0

706.3
93.3

1325
150

959.6
99.0

1100
100

1150
115

Revenues ($mill)
Net Profit ($mill)

15.2%
8.8%

22.4%
10.5%

10.8%
13.2%

47.1%
7.0%

23.0%

8.4% 13.3% | 11.7%

25.0%
11.3%

25.0%
9.1%

25.0%
10.0%

Income Tax Rate
Net Profit Margin

5.9%
10.3%

Leases, Uncapitalized Annual rentals $.7 mill.
Pension Assets-12/16 $189.5 mill.

48.0%
52.0%

37.4%
62.6%

40.5%
59.5%

45.0%
55.0%

45.1%
54.9%

39.2%
60.8%

36.5%
63.5%

40.5%
59.5%

44.0%
56.0%

42.5%
57.5%

49.2%
50.8%

Long-Term Debt Ratio
Common Equity Ratio

Oblig. $278.3 mill.

1507.4
1859.1

1791.9
2134.1

848.0
982.6

856.4
1073.1

910.1
11933

10483
13524

13376
1578.0

3600
3500

2043.9
2448.1

2610
2775

2825
2925

Total Capital ($mill)
Net Plant ($mill)

6.8%
11.7%
11.7%

6.4%
11.2%
11.2%

8.9%
13.1%
13.1%

9.0%
13.1%
13.1%

9.5%
14.2%
14.2%

8.9%
13.9%
13.9%

7.4%
12.7%
12.7%

5.0%
7.0%
7.0%

5.0%
7.0%
7.0%

5.0%
7.0%
7.0%

5.4%
9.5%
9.5%

Return on Total Cap'l
Return on Shr. Equity
Return on Com Equity

6.7% | 64% | 7.1% | 6.7% | 58% | 48% | 4.3%

2015

3.9
427.4

CURRENT POSITION
SMILL

Cash Assets
Other

2016

18.3
455.0

3/31/17

15.0
421.6

431.3
186.4
461.2
184.9

Current Assets
Accts Payable
Debt Due
Other

473.3

436.6

Current Liab. 832.5
Fix. Chg. Cov. 496%

49% | 51% | 50% | 52% | 55% | 59% | 61%

2.8% 5% | 1.0% |Retained to Com Eq 2.0%
71% 90% | 83% |All Div'ds to Net Prof 75%

BUSINESS: South Jersey Industries, Inc. is a holding company. Its
subsidiary, South Jersey Gas Co., distributes natural gas to
377,625 customers in New Jersey's southern counties. Gas reve-
nue mix '16: residential, 42%; commercial, 21%; cogeneration and
electric generation, 16%; industrial, 21%. Non-utility operations in-
clude: South Jersey Energy, South Jersey Resources Group, South

Jersey Exploration, Marina Energy, South Jersey Energy Service
Plus, and SJI Midstream. Has about 750 employees. Off./dir. own
less than 1% of common shares; BlackRock, Inc., 11.6%; The
Vanguard Group, Inc., 9.0% (3/17 proxy). Pres. & CEO: Michael J.
Renna. Inc.: NJ. Address: 1 South Jersey Plaza, Folsom, NJ
08037. Tel.: 609-561-9000. Internet: www.sjindustries.com.

South Jersey Industries reported

ANNUAL RATES Past

of change (persh) ~ 10Yrs.

Revenues -1.5%
“Cash Flow” 6.5%
Earnings 4.0%
Dividends 9.0%
Book Value 8.0%

-2.
4.
1
8.

5Yrs.

9.

0%
5%
5%
5%
0%

Past Est'd '14-'16

t0 '20-'22
2.5%
3.5%
3.5%
4.0%
9.0%

mixed results for the first quarter. The
top line advanced nearly 28%, year to
year. Earnings at the regulated utility
business increased at a moderate pace.
Conversion activity (from other fuel

Cal-

endar |Mar.31 Jun.30 Sep.30

QUARTERLY REVENUES ($ mill)

Dec.31

Full
Year

sources to natural gas) continues to drive
customer additions here, and infrastruc-
ture investment has also been important.

2014
2015
2016
2017
2018

3502 1333 1224
383.0 177.7 1411
3330 1544 2191
4258 165 200
415 180 225

281.1
257.8
330.0
309.2
330

887.0

959.6
1036.5
1100
1150

But the wholesale commodity business
was hurt by a lack of pricing volatility due
to warmer-than-normal temperatures.
Moreover, the absence of investment tax

EARNINGS PER SHAR
Mar.31 Jun.30 Sep.30

Cal-
endar

EA
Dec.31

Full
Year

credits from solar development hurt per-
formance at SJ Energy Services. Overall,
economic earnings were up slightly,

2014
2015
2016
2017
2018

1.01 15 d.05
.86 03 do7
15 12 .05
12 .05 .02
.78 .10 .03

A7
.62
42
46
54

157
1.44
1.34
1.25
1.45

though the per-share figure of $0.72 was
somewhat lower due to a larger share
count. GAAP earnings per share of $0.47
came in well below the prior-year tally of

Cal-

endar |Mar.31 Jun.30 Sep.30

QUARTERLY DIVIDENDS PAID B=

Dec.31

Full
Year

$0.95. This was partly due to a charge of
$26.4 million ($0.33 a share) related to an
unfavorable verdict in United States Dis-

2013
2014
2015
2016
2017

222 222
231 237
251 251
264 264
273

458
488
515
.536

.90
.96
1.02
1.06

trict Court stemming from a dispute with
a supplier over gas costs. The company
plans to appeal this ruling. Looking for-
ward, bottom-line comparisons will likely
remain unfavorable in the second and

third quarters.

Long-term prospects appear brighter.
The company continues to shift its focus in
order to emphasize its regulated and con-
tracted businesses that are expected to
drive bottom-line gains in the years ahead.
Utility earnings ought to further benefit
from growth in the customer base and in-
vestment in infrastructure. Meantime, ad-
ditional fuel supply management contracts
ought to drive performance at SJ Energy
Group. Healthy solar production and an
aggressive hedging strategy will probably
benefit results at SJ Energy Services.
Subscribers should probably remain
on the sidelines for the time being.
The stock is untimely. Moreover, long-
term total return potential is subpar from
the recent quotation. However, a selloff
some time in the future may offer conser-
vative, income-seeking accounts a better
entry point. Moderate dividend growth will
likely continue in the coming years. South
Jersey earns good marks for Safety, Finan-
cial Strength, Price Stability, and Earn-
ings Predictability. \olatility is below
average here, as well.

Michael Napoli, CFA June 2, 2017

(A) Based on economic egs. from 2007 on-

ward. GAAP EPS: '08, $1.29; '09, $0.97; '10,

$1.11;'11, $1.49; '12, $1.49; '13, $1.28; '14,

$1.46; '15, $1.52; '16, $1.56. Excl.

nonrecur.

gain (loss): '08, $0.16; '09, ($0.22); '10,
($0.24); 11, $0.04; '12, ($0.03); '13, ($0.24);

14,

not sum due to change in shares. Next egs. rpt.
© 2017 Value Line, Inc. Al rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

($0.11); '15, $0.08; '16, $0.22. Egs. may

due early August. (B) Div'ds paid early April,
July, Oct., and late Dec. = Div. reinvest. plan
avail. (C )IncI reg. assets. In 2016: $410.7

mill., $5.17 per shr. (D) In mill., adj. for split.

Company’s Financial Strength
Stock’s Price Stability

Price Growth Persistence
Earnings Predictability
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RECENT PIE Trailing: 25.3'}| RELATIVE DIVD
SOUTHWEST GAS NYSE-Swx PRICE 7716 RATIO 23.4(Mediar?: 17.0,) | PIE RATIO 120 YLD 26%
TMELNESS 4 weessinr | OV 28] 22 2T 93| %3 83| %5 20| ©3| 08 82 k8 Target Price Range
SAFETY 3 Lowered 14191 LEGENDS
—— 1,00 x Dividends p sh 128
TECHNICAL 1 Raised 6217 divided by Interest Rate
- Relative Price Strength = _ 96
BETA .75 (1.00 = Market) Options: Yes ' w0 | [TTETRrTRTTe 80
2020-22 PROJECTIONS haded area indicates recession e : .i"l [ S I R 64

) ~ Ann’l Total i el 48
) Price  Gain Return | PETTCLITT R 40
o 8 (30 %% L LA B eI 2
Insider Decisions """"'"”“Ii""" il IIII/I"'T?WI L0 DR T 24

JASONDJ S i L N R PP e e SO ST
By 0000000 16
Optons 0 1 1 0 3 017 L 12
oSl 0 110300 % TOT. RETURN 4/17
Institutional Decisions THIS  VLARITH*

0016 NN 406 | percent 15 Ly, Sook moex L
oel T 118 1oe| Shares 10 b 3y 650 253 |
Hids(00) 37855 36730 37062 AR R ERRRRRRRRRRRRRRRARRRRRFRRRRRARRER ARRRRARRRRAERERREENRRRRRRRERRARFRRRRRRRRRRRRRRRRARRAIO Sy 1277 824
2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [ 2008 | 2009 | 2010 [2011 [2012 [2013 [2014 | 2015 |2016 [2017 {2018 | ©VALUELINEPUB.LLC|20-22
4298 | 39.68| 3596 | 40.14 | 4359 | 4847| 50.28 | 4853 | 42.00 | 40.18 | 41.07 | 4177 | 42.08 | 4561 | 52.00 | 51.82 | 52.10 | 53.55 Revenues per sh 62.50

479 5.07 511 557 5.20 597 6.21 5.76 6.16 6.46 6.81 7.73 8.24 8.47 8.62 9.29 9.60 | 10.60 |“Cash Flow" per sh 13.45
1.15 1.16 113 1.66 1.25 1.98 1.95 1.39 1.94 2.27 2.43 2.86 311 3.01 292 318 3.30 3.60 |Earnings per shA 475
.82 82 82 82 82 82 .86 .90 .95 1.00 1.06 118 1.32 1.46 1.62 1.80 198 2.08 |Div'ds Decl'd per sh Bat 2.50
8.17 8.50 7.03 8.23 7.49 8.27 7.96 6.79 481 473 8.29 8.57 7.86 853 | 1030 | 11.15| 1095 11.75 [Cap'l Spending per sh 13.95
1727 | 1791 1842 | 19.18| 19.10 | 2158 2298 | 2349 | 2444 | 2562 | 26.66 | 28.35 | 3047 | 31.95 | 3361 | 3503 | 3855| 42.85 |Book Value per sh 57.70
3249 | 3329| 3423 | 36.79| 3933 | 4177 4281 | 4419 | 4509 | 4556 | 4596 | 46.15 | 46.36 | 4652 | 47.38 | 47.48 | 48.00 | 49.00 |Common Shs Outst'g € | 52.00
19.0 19.9 19.2 143 20.6 15.9 17.3 203 12.2 14.0 15.7 15.0 158 179 19.4 21.6 | Bold figyres are |Avg Ann’l P/E Ratio 16.0
97 1.09 1.09 .76 1.10 86 92 1.22 81 .89 .98 .95 89 94 .98 114 | ValuelLine Relative P/E Ratio 1.00
38% | 3.6%| 3.8%| 35% | 32% | 26%| 26% | 32% | 40% | 32% | 28% | 28% | 27% | 27% | 29% | 26% | ="' |AvgAnn'lDivd Yield 3.3%
CAPITAL STRUCTURE as of 3/31/17 2152.1 | 2144.7 | 1893.8 | 1830.4 | 1887.2 | 1927.8 | 1950.8 | 2121.7 | 2463.6 | 2460.5 | 2500 | 2625 |Revenues ($mill) 3250
Total Debt $1590.2 mill. Due in 5 Yrs $350 mill. 832 | 610| 875| 1039 | 1123 | 1333 | 1453 | 141.1 | 1383 | 1520 | 160 | 180 |Net Profit ($mill) 250
LT Debt SIoG L T arterest STA.0 M. | 365% | 401% [ 32.0% | 347% | 36.2% [ 36.2% | 350% | 35.7% | 36.4% | 33.%% | 35.0% | 350% |Income Tax Rate 35.0%
(o gfnega;ﬁ;?{;ggmnﬁg, e | Taom | 28% | 46% | 57% | 60% | 69% | 74% | 67% | 56% | 62% | 64% | 69% Net ProfitMargin |
Pension Assets-12/16 $787.1 mill. 58.1% | 55.3% | 53.5% | 49.1% | 43.2% | 49.2% | 49.4% | 52.4% | 49.3% | 48.2% | 48.0% | 46.0% |Long-Term Debt Ratio 41.0%
Oblig. $1122.2 mill. 41.9% | 44.7% | 46.5% | 50.9% | 56.8% | 50.8% | 50.6% | 47.6% | 50.7% | 51.8% | 52.0% | 54.0% |Common Equity Ratio 59.0%
Pfd Stock None 2349.7 | 2323.3 | 23714 | 2291.7 | 21559 | 2576.9 | 2793.7 | 3123.9 | 31435 | 32135 | 3550 | 3900 |Total Capital ($mill) 5100
2845.3 | 2983.3 | 3034.5 | 3072.4 | 32189 | 3343.8 | 3486.1 | 3658.4 | 3891.1 | 4132.0 | 4300 | 4500 |Net Plant ($mill) 5250
Common Stock 47,559,471 shs. 55% | 45% | 54% | 61% | 64% | 6.4% | 63% | 57% | 55% | 58%| 55% | 55% |Return on Total Cap' 6.0%
as of 4/28/17 85% | 59% | 7.9% | 89% | 9.2% | 10.2% | 10.3% | 9.5% 87% | 9.1% | 85% | 85% |Returnon Shr. Equity 8.5%
85% | 59% | 7.9% | 89% | 9.2% | 10.2% | 10.3% | 9.5% 8.7% | 91% | 85% | 85% |Returnon Com Equity 8.5%
MARKET CAP: $3.7 billion (Mid Cap) 48% | 21% | 41% | 51% | 53% | 6.1% | 6.1% | 5.0% 40% | 41% | 35% | 35% |Retained to Com Eq 4.0%
CUR$I$WI|ELI\ET POSITION 2015 2016 3/31/17 | 44% | 63% | 48% | 43% | 43% | 40% | 41% | 47% | 54% | 55% | 59% | 57% |All Div'ds to Net Prof 52%
Cash Assets 36.0 28.1 43.4 | BUSINESS: Southwest Gas Holdings, Inc. is the parent holding transportation, 12%. Total throughput: 2.1 billion therms. Has 6,277
Other 5222 5052 4110 | company of Southwest Gas and Centuri Construction Group. employees. Off. & dir. own 1.1% of common stock; BlackRock Inc.,
Current Assets 5582 5333  454.4 | gouthwest Gas is a regulated gas distributor serving about 2.0 mil-  11.3%; The Vanguard Group, Inc., 9.4% (3/17 Proxy). Chairman:
,Sc%ttsgayable 18‘7‘2 1231 1%% lion customers in sections of Arizona, Nevada, and California. Michael J. Melarkey. President & CEO: John Hester. Inc.. CA.
Ottaher ue 3326 3936 3365 Centuri provides coqstruction services. 2016 margin mix: regidential Addr.: 5241 Spring Mountain Road, Las Vegas, Nevada 89193. Tel-
Current Liab. 5350 6284 4968 and small commercial, 85%; large commercial and industrial, 3%; ephone: 702-876-7237. Internet: www.swgas.com.
Fix. Chg. Cov. 401% 401% 377% | Shares of Southwest Gas Holdings in depreciation of $45 million over the fol-
ANNUAL RATES  Past Past Estd’'14'16| have come off a high-water mark in lowing 12 months, as well as infrastruc-
ofchange (pers)  10¥rs. ~ 5Yis. 10’202 | recent months, following a sharp rally ture replacement mechanisms, a property
ngg{]“,‘:‘?gw,, i'go//g é'go//(‘j ;"go//(‘j that began last October. The company tax tracker, and the continuation of a
Earnings 6.5%  65%  7.5% reported lackluster results for the March decoupled rate design.
Dividends 70% 100%  7.5% | quarter. Revenues and share earnings We anticipate better results going for-
Book Value 55% 55% 95% | \yere no match for the prior-year figures. ward. The natural gas business should
cal- QUARTERLY REVENUES ($ mill.) Full | Centuri Construction Group got off to a continue to benefit from customer growth,
endar [Mar31 Jun.30 Sep.30 Dec.3l| Year | rough start this year, owing to poor expansion projects, rate relief, and infra-
2014 |608.4 4531 4325 627.7 [2121.7 | weather conditions and a customer- structure tracker mechanisms. Elsewhere,
2015 (7342 5386 5054 6854 |2463.6 | initiated temporary work stoppage, and we expect healthy improvement from
2016 7312 5478 5400 6415 124605 | this business posted a greater deficit for Centuri in the seasonally stronger warmer
2017 |6547 565 560 7203 (2500 | the period. Utility revenues declined months. Looking further out, this opera-
2018 690 600 585 750 |2625 | poughly 12%, though earnings were only tion ought to benefit from the ongoing
Cal- EARNINGS PER SHARE A D Full | slightly lower than the prior-year figure. need to replace aging infrastructure.
endar |Mar31 Jun.30 Sep.30 Dec.3l| Year | Customer growth has remained positive This stock is untimely. Long-term ap-
2014 | 151 21 04 125 | 3.01| here, with 30,000 net new accounts added preciation potential is limited, as the
2015 | 153 .10 d10 138 | 292| over the past 12 months. shares presently trade well within our
2016 | 158 19 05 136 | 318| The board has increased the dividend Target Price Range. Growth in the payout
2017 | 145 .2 10 153 | 330| by 10%. Starting with the June payout, has been healthy over the past decade,
2018 | 160 2 13 160 | 360| ¢he quarterly dividend is now $0.495. The though the dividend yield remains unim-
Cal- | QUARTERLYDIVIDENDSPAID®st | Fuil | dividend should continue to increase at a pressive for a utility. But Southwest Gas
endar | Mar.31 Jun.30 Sep.30 Dec.3l| Year | good pace in the coming years. does earn favorable marks for Price
2013 | 295 330 330 330 | 129| The Arizona general rate case has Stability, Growth Persistence, and Earn-
2014 | 330 365 365 365 | 143 | been settled. The Arizona Corporation ings Predictability. A pullback in the stock
2015 | 365 405 405 405 | 158 | Commission has approved the settlement, price some time in the future may offer
2016 | 405 450 450 450 | 176 effective April 1st. This provides for a rev- conservative investors a better entry point.
2017 | 430 495 enue increase of $16 million and a decline Michael Napoli, CFA June 2, 2017
(A) Diluted earnings. Excl. nonrec. gains and December. =1 Div'd reinvestment and Company’s Financial Strength B++
(losses): '02, (10¢); '05, (11¢); '06, 7¢. Next stock purchase plan avail. (C) In millions. Stock’s Price Stability 85
egs. report due early August. (B) Dividends (D) Totals may not sum due to rounding. Price Growth Persistence 85
historically paid early March, June, September, Earnings Predictability 90
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RECENT PIE Trailing: 214} | RELATIVE DIVD
SP RE NC NYSE-SR PRICE 7005 RATIO 202 Median: 15.0) | PIE RATIO 104 YLD 30%
High: 37.5 36.0 55.8| 483 37.8 42.8 440 | 485 55.2 61.0 71.2 70.7 i
TIVELINESS 3 Lonereat2s Low' | 201| 288| 319| 203 308 329| 365| 37.4| a40| 491 571| 623 Tz%r%:t 285? R;Sg;
SAFETY 2 Raised62003 | LEGENDS
—— 1.00 x Dividends p sh 128
TECHNICAL 2. Reised 62117 divided by Interest Rate
.-+ Relative Price Strength hIN 96
BETA .70 (1.00 = Market) Options: Yes — S I N PP PR 80
3020-22 PROJECTIONS haded area indicates recession _ ~— , iy e 64
. ~ Ann'l Total Al IR 48
Price  Gain Return mis PO PPRY OO VY LLLTLAL ERRL 40
i 0, 0, AT P} LT LA B H
o 82 U720 506 |ttt el L e T 2
Insider Decisions N L v e — 24
JASONDIJFM R B o
By 0000000O0DO 16
Optons 0 00005170 L 12
oSl 000000010 % TOT. RETURN 4/17
Institutional Decisions THIS  VLARITH
202006 3Q2016  4Q2016 | percent 15 STOCK INDEX |
2 22 3 s lyr. 10.6 190 [
nel s % 13| shares 10l 17 PPN 1 1 TPV T 1 R N T 3y 800 253 |
Hisoo)_36826 36570 _35783 T RO T T KA AR Sy. 1087 824
2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [ 2008 | 2009 | 2010 [ 2011 [2012 {2013 [2014 |2015 |2016 [2017 {2018 | ©VALUELINEPUB.LLC|20-22

53.08 | 39.84| 5495| 59.59 | 7543 | 9351| 9340 | 10044 | 8549 | 77.83 | 7148 | 49.90 | 3110 | 37.68 | 4559 | 33.68 | 37.50 | 44.35 |Revenues persh A 58.50
300 25| 315 279| 298| 381| 387 | 422| 456 | 411| 462 | 458 | 312 | 387 6.15| 6.16| 6.20| 6.80 |“CashFlow" persh 8.15
161 118| 182| 182| 190 237 231| 264| 292| 243| 28 | 279 | 202| 235 316 | 324| 340| 3.70 |Earnings persh AB 4.65

134 134 134| 135| 137| 140 145| 149| 153 | 157| 161| 166 | 170| 176 184 | 196| 210| 220 |Div'ds Decl'd persh Cs 2.50
251 280 267| 245| 284 297 272| 257| 236| 25 | 302| 483 | 400| 3.9 668 | 642| 6.75| 6.90 Cap'l Spending persh 7.10
1526 | 15.07| 15.65| 1696 | 17.31| 1885| 19.79 | 2212 | 2332 | 24.02 | 2556 | 26.67 | 32.00 | 34.93 | 36.30 | 38.73 | 39.50 | 41.85 |Book Value per sh P 48.30
1888 | 1896 | 19.11| 2098 | 21.17| 21.36| 21.65| 21.99 | 2217 | 2229 | 2243 | 2255 | 3270 | 4318 | 4336 | 4565 | 48.00| 48.50 |Common ShsOutst'g E | 50.00

45| 200| 136 157 162| 136| 142| 143 134| 137| 130| 145| 213 | 198 | 165| 19.6| Bold figjresare |Avg Ann'l PJE Ratio 160
74| 109| 78] 83| 8| 73| 75| 86| 89| 87| 82| 92| 120 104 83| 103 | ValuelLine |Relative P/E Ratio 1.00
57%| 57%| 5.4% | 47% | 44% | 43% | 44% | 39% | 39% | 47% | 43% | 41% | 40% | 38% | 35% | 31%| ="' |Avg Ann'lDivd Yield 34%
CAPITAL STRUCTURE as of 3/31/17 2021.6 | 2209.0 | 1895.2 | 1735.0 | 1603.3 | 11255 | 1017.0 | 1627.2 | 19764 | 1537.3 | 1800 | 2150 |Revenues ($mill) A 2925
Total Debt $2492.7 mill. Due in 5 Yrs $400.0 mill. 498 | 576| 643| 540 | 638| 626| 528 | 846 | 1369 | 1442| 165| 180 |Net Profit ($mill) 230
LT Debt $1925.3 mill. LT Interest $70.0 mill 334% | 3L3% | 33.6% | 33.4% | 3L4% | 29.6% | 25.0% | 27.6% | 312% | 325% | 2L5% | 235% |Income Tax Rate 24.0%

(Total interest coverage: 4.1x) 25% | 26% | 34% | 31% | 40% | 56% | 5% | 52% | 69% | 94%| 9.1% | 84% |NetProfit Margin 7.9%

45.3% | 44.4% | 42.9% | 40.5% | 38.9% | 36.1% | 46.6% | 55.1% | 53.0% | 50.9% | 50.5% | 50.0% |Long-Term Debt Ratio 49.0%
Leases, Uncapitalized Annual rentals $11.0 mill. 54.6% | 55.5% | 57.1% | 59.5% | 61.1% | 63.9% | 53.4% | 44.9% | 47.0% | 49.1% | 49.5% | 50.0% |Common Equity Ratio 51.0%

Pension Assets-9/16 $540.5 mill. ) 7845 | 8761 | 906.3 | 899.9 | 937.7 | 941.0 | 1959.0 | 3359.4 | 3345.1 [ 3601.9 | 3820 | 4050 |Total Capital ($mill) 4755
bid Stock None Oblig. $724.5mill. | 793¢ | 8237 | 8559 | 884.1| 9287 | 1019.3 | 17766 | 2759.7 | 2941.2 | 33009 | 3465 | 3640 |Net Plant ($mill) 4215
Common Stock 48,258,509 shs. 85% | 81% | 87% | 74% | 81% | 7.9% | 33% | 31% | 51% | 4.9% | 50% | 50% |Returnon Total Cap’ 55%
as of 4/28/17 11.6% | 11.8% | 12.4% | 10.1% | 11.1% | 10.4% | 5.0% | 56% | 8.7% | 82% | 85% | 9.0% |Returnon Shr. Equity 9.5%
11.6% | 11.8% | 12.4% | 10.1% | 11.1% | 104% | 5.0% | 56% | 87% | 82% | 85% | 9.0% |Return on Com Equity 9.5%
MARKET CAP: $3.4 billion (Mid Cap) 43% | 52% | 59% | 3.6% | 49% | 43% | 1.0% | 15% | 3.7% | 3.3% | 35% | 3.5% |Retainedto Com Eq 4.5%
CUR$I?\4I|ELI\|I_T POSITION 2015 2016  3/31/17 63% 56% 53% 64% 56% 59% 81% 3% 58% 59% 62% 59% |All Div'ds to Net Prof 54%
Cash Assets 13.8 5.2 19.6 | BUSINESS: Spire Inc., formerly known as the Laclede Group, Inc., tial, 67%; commercial and industrial, 23%; transportation, 2%;
Other 516.3 _564.4 664.7 | is a holding company for natural gas utilities, which distributes natu-  other, 8%. Has around 3,078 employees. Officers and directors
Current Assets 530.1 569.6  684.3 | ral gas across Missouri, including the cities of St. Louis and Kansas own 3.1% of common shares (1/17 proxy). Chairman: Edward
Accts Payable 1465 2109 2186 City. Has roughly 1.6 million customers. Acquired Missouri Gas Glotzbach; CEO: Suzanne Sit_herwo_od. Inc.: Missouri. Address: 700
Debt Due 4180 6487 5674 9/13, Alabama Gas Co 9/14. Utility therms sold and transported in  Market Street, St. Louis, Missouri 63101. Telephone: 314-342-
Other 289.3 3017 229.3 | fiscal 2016: 2.6 bill. Revenue mix for regulated operations: residen-  0500. Internet: www.thelacledegroup.com.
Current Liab. 8538 11613 10153 | gpire reported an improvement in fis- lion each for Laclede Gas and Missouri
Fix. Chg. Cov. 365% 366% 411% | 5] second quarter results (ended Gas, which should help boost the top line,

ANNUAL RATES  Past Past Estd'14"16| March 31st). Revenues rose to $663.4 and cause recoveries to be higher for infra-

ofchenge fpersh)  10%rs, - SXis 0282 | million, aided by contributions from acqui- structure replacement. These new rates
“Cash Flow” 55% 4.0%  7.0% sitions, but partially offset by higher took effect on June 1st.

Earnings 35% 15%  80% | temperatures in the region. Better fixed- The Spire STL Pipeline appears to be
Dividends 3.0% 3.5% 5.0% I d f - d k. Th filed d
Book Value 75% 85% 450 | cost coverage allowed for improved operat- on track. e company filed an amend-

Fiscal T Fal ing margins. However, higher interest ex- ment in April, which changes the route
Yoar QUARTERLY REVENUES ($ mill Fiscal| pense and an increased share count led over the last six miles, and will allow for
Ends |Dec.31 Mar31 Jun.30 Sep30| vear | earnings per share to rise modestly to fewer disruptions and lower upgrading
2014 14686 6945 2418 2223 116272 | $2 36. Though we expect the company to costs. It will likely be in service by fiscal
%g%g gggg 283‘3‘ %Zgg g%g %g;gg achieve better fiscal second-half results, 2019 and cost between $190 million and
2017 |4951 6634 280 3615 |1800 | We lowered our 2017 share-net estimate by $210 million in capital expenditures. The
2018 1600 800 300 450 |2150 | @ dime to $3.40, given the weak first- pipeline will permit cheaper natural gas to
Fiscal | EARNINGS PER SHARE A 8 F Fur | Quarter showing. . ) ~ flow into the coverage area. Once in serv-
Year |pocat Mar3l Jund0 Sen.3o| Fiscdl The company is integrating its acqui- ice, it should add to profits, as pipelines
Ends | VEC. ar.5. Jun. £p. Year | sitions. Cost controls and infrastructure generally have higher allowable rates.
2014 1109 159 .33 d35 | 235] yngrades are being implemented in the Shares of Spire are neutrally ranked
%g%g %83 %g gﬁ ggi g%g Mobile Gas and Willmut Gas coverage for Timeliness. These shares are trading
2017 ‘9 236 30 d25 | 340 @rea. ~These will produce better system within our long-term Target Price Range,
2018 | 105 255 35 425 | 370| reliability and give the bottom line a lift but offer a well-covered dividend with
UARTERLY DIVIDENDS PAID C near term. Too, the company is working on ample room for growth. The balance sheet
Cg" Q ; 5“” separating the IT platform, which should remains in solid condition, and the stock
endar {Mar.31 Jun.30 Sep.30 Decl| Year| ojoyy for back-end synergies. has an Above Average mark for Safety (2).
2013 | 425 4% 4% 4% | 170| Rate cases were approved in Missouri Still, we think that long-term income in-
2004\ 44444444 ) 176 55 part of the Infrastructure System vestors would do well to wait for a dip in

2015 | .46 46 46 46 1.84 :
2016 | 49 19 19 19 196 Replacement Surcharge (ISRS). The price.

2017 | 525 55 company will receive increases of $3 mil- John E. Seibert 111 June 2, 2017
(A) Fiscal year ends Sept. 30th. (B) Based on | due late July. (C) Dividends historically paid in | $13.70/sh. (E) In millions. (F) Qtly. egs. may Company’s Financial Strength B++
diluted shares outstanding. Excludes nonrecur- | early January, April, July, and October. = Divi- | not sum due to rounding or change in shares Stock’s Price Stability 100
ring loss: 06, 7¢. Excludes gain from discontin- | dend reinvestment plan available. (D) Incl. outstanding in 2014 and 2016. Price Growth Persistence 40
ued operations: '08, 94¢. Next earnings report | deferred charges. In '16: $607.3 mill., Earnings Predictability 85
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1
Search for news, symbols or companies Search & -l

Finance Home Originals Events Personal Finance Technology Markets Industries My Screeners My Portfolio

) US Markets are closed
S&P 500 Dow 30 Nasdaq
2,470.38 21,891.12 6,348.12 >
-1.72 (-0.07%) +60.81 (+0.28%) -26.55 (-0.42%)
The Final Dow poised for new record high
Round Live at 3:55 p.m. ET
Atmos Energy Corporation (ATO) :
NYSE - Nasdaq Real Time Price. Currency in USD ﬁ Add to watchlist Quote Lookup
86.73 +0.16 (+0.18%) 86.76 0.03 (0.03%) people also watch
At close: 3:59PM EDT After hours: - WGL PNY VVC NWN NJR

Summary Conversations Statistics Profile Financials Options Holders Historical Data Analysts

Earnings Estimate Current Qtr. (Jun 2017)

No. of Analysts 9
Avg. Estimate 0.66
Low Estimate 0.63
High Estimate 0.69
Year Ago EPS 0.67

Revenue Estimate Current Qtr. (Jun 2017)

No. of Analysts 4
Avg. Estimate 560.04M
Low Estimate 474.81M
High Estimate 630M
Year Ago Sales 632.92M
Sales Growth (year/est) -11.50%
Earnings History 6/29/2016
EPS Est. 0.59
EPS Actual 0.67
Difference 0.08
Surprise % 13.60%

EPS Trend Current Qtr. (Jun 2017)

Home Mail Flickr Tumblr News

Next Qtr. (Sep 2017)

0.35

0.3

0.4

0.39

Next Qtr. (Sep 2017)

502.67M

447.9M

545.22M

678.52M

-25.90%

9/29/2016

0.32

0.39

0.07

21.90%

Next Qtr. (Sep 2017)

Sports

https://finance.yahoo.com/quote/ATO/analysts?p=ATO

Finance

Current Year (2017)

13

3.6

3.45

3.66

3.37

Current Year (2017)

3.02B

2.65B

3.71B

3.35B

-9.90%

12/30/2016

1.04

1.08

0.04

3.80%

Current Year (2017)

Celebrity

Currency in USD

Next Year (2018)

3.6

Next Year (2018)

3.36B

3.1B

3.83B

3.02B

11.30%

3/30/2017

0.1

7.00%

Next Year (2018)
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90 Days Ago

EPS Revisions

Up Last 7 Days

Up Last 30 Days
Down Last 30 Days

Down Last 90 Days

Growth Estimates
Current Qtr.

Next Qtr.

Current Year

Next Year

Next 5 Years (per
annum)

Past 5 Years (per
annum)

ATO 86.73 0.16 0.18% : Atmos Energy Corporation - Yahoo Finance

Search for news, symbols or companies

Events

Current Qtr. (Jun 2017)

N/A

N/A

N/A

ATO

-1.50%

-10.30%

6.80%

6.10%

7.00%

17.70%

Personal Finance

0.37

Next Qtr. (Sep 2017)

N/A

N/A

Industry

N/A

N/A

N/A

N/A

N/A

N/A

https://finance.yahoo.com/quote/ATO/analysts?p=ATO

Technology
3.59

3.55

Current Year (2017)

N/A

N/A

Sector
N/A
N/A
N/A

N/A

N/A

N/A

Markets

Industries

3.8

3.77

Next Year (2018)

N/A

N/A

N/A

S&P 500

N/A
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(o) & 55

Finance Home Originals Events Personal Finance Technology Markets Industries My Screeners My Portfolio

) US Markets are closed
S&P 500 Dow 30 Nasdaq
2,470.32 21,891.19 6,348.12 >
-1.78 (-0.07%) +60.88 (+0.28%) -26.55 (-0.42%)
New Jersey Resources Corporation (NJR)

i te Look!
NYSE - Nasdaq Real Time Price. Currency in USD ¢ Add to watchlist Quote Lookup
42.10 +0.05 (+0.12%) 42.150.05 (0.12%) People also watch
At close: 3:59PM EDT After hours: 4:03PM EDT SJI NWN WGL PNY SWX
Summary Conversations Statistics Profile Financials Options Holders Historical Data Analysts

Earnings Estimate
No. of Analysts
Avg. Estimate

Low Estimate

High Estimate

Year Ago EPS

Revenue Estimate
No. of Analysts
Avg. Estimate

Low Estimate

High Estimate
Year Ago Sales

Sales Growth (year/est)

Earnings History
EPS Est.

EPS Actual
Difference

Surprise %

EPS Trend

Current Qtr. (Jun 2017)

Current Qtr. (Jun 2017)

410.25M

398.68M

422M

393.21M

4.30%

6/29/2016

0.14

0.13

-0.01

-7.10%

Current Qtr. (Jun 2017)

Next Qtr. (Sep 2017)

0.04

-0.04

0.23

-0.02

Next Qtr. (Sep 2017)

4

477.2M

462.01M

491M

469.24M

1.70%

9/29/2016

0.01

-0.02

-0.03

-300.00%

Next Qtr. (Sep 2017)

https://finance.yahoo.com/quote/njr/analysts?p=njr

Current Year (2017)

10

1.73

1.7

1.76

1.61

Current Year (2017)

2.09B

1.91B

2.19B

1.88B

11.20%

12/30/2016

0.61

0.46

-0.15

-24.60%

Current Year (2017)

Currency in USD

Next Year (2018)

1.73

Next Year (2018)

6

2.14B

1.95B

2.27B

2.09B

2.30%

3/30/2017

21.00%

Next Year (2018)
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(o) & 55

Finance Home Originals Events Personal Finance Technology Markets Industries My Screeners My Portfolio
90 Days Ago 0.13 0.1 1.7 1.83
EPS Revisions Current Qtr. (Jun 2017) Next Qtr. (Sep 2017) Current Year (2017) Next Year (2018)
Up Last 7 Days N/A N/A N/A N/A
Up Last 30 Days N/A N/A 1 2
Down Last 30 Days N/A N/A N/A N/A
Down Last 90 Days N/A N/A N/A N/A
Growth Estimates NJR Industry Sector S&P 500
Current Qtr. -76.90% N/A N/A 0.18
Next Qtr. 300.00% N/A N/A 0.23
Current Year 7.50% N/A N/A 0.08
Next Year 7.50% N/A N/A 0.1
Next 5 Years (per 6.00% N/A N/A 0.10
annum)

Past 5 Years (per 1.51% N/A N/A N/A

annum)

https://finance.yahoo.com/quote/njr/analysts?p=njr 2/2
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(o) & 55

Finance Home Originals Events Personal Finance Technology Markets Industries My Screeners My Portfolio
) US Markets are closed
S&P 500 Dow 30 Nasdaq
2,470.32 21,891.19 6,348.12 >
-1.78 (-0.07%) +60.88 (+0.28%) -26.55 (-0.42%)
NiSource Inc. (NI)
i te Look
NYSE - Nasdaq Real Time Price. Currency in USD W Add to watchlist Quote Lookup
0, (4]
26.06 -0.01 (-0.04%) 26.06 0.00 (0.00%) people also watch
At close: 3:59PM EDT After hours: 4:03PM EDT PNW PEG CNP GAS PCG
Summary Conversations Statistics Profile Financials Options Holders Historical Data Analysts

Earnings Estimate

Current Qtr. (Jun 2017)

Next Qtr. (Sep 2017)

Current Year (2017)

No. of Analysts 10 9 15
Avg. Estimate 0.1 0.07 1.18
Low Estimate 0.09 0.06 1.15
High Estimate 0.12 0.1 1.21
Year Ago EPS 0.08 0.06 1.09

Revenue Estimate

Current Qtr. (Jun 2017)

Next Qtr. (Sep 2017)

Current Year (2017)

No. of Analysts 7 6 10
Avg. Estimate 944.89M 921.4M 4.8B
Low Estimate 911M 890.5M 4.69B
High Estimate 1B 1B 4.99B
Year Ago Sales 893M 853.9M 4.49B
Sales Growth (year/est) 5.80% 7.90% 6.90%
Earnings History 6/29/2016 9/29/2016 12/30/2016
EPS Est. 0.07 0.07 0.34
EPS Actual 0.08 0.06 0.33
Difference 0.01 -0.01 -0.01
Surprise % 14.30% -14.30% -2.90%

EPS Trend

Current Qtr. (Jun 2017)

https://finance.yahoo.com/quote/ni/analysts?p=ni

Next Qtr. (Sep 2017)

Current Year (2017)

Currency in USD

Next Year (2018)

1.18

Next Year (2018)

10

5.03B

4.83B

5.35B

4.8B

4.70%

3/30/2017

6.00%

Next Year (2018)

Yahoo Small Business
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(o) & 55

Finance Home Originals Events Personal Finance Technology Markets Industries My Screeners My Portfolio
90 Days Ago 0.11 0.07 1.16 1.24
EPS Revisions Current Qtr. (Jun 2017) Next Qtr. (Sep 2017) Current Year (2017) Next Year (2018)
Up Last 7 Days 1 N/A 1 N/A
Up Last 30 Days 1 N/A 2 1
Down Last 30 Days N/A N/A N/A N/A
Down Last 90 Days N/A N/A N/A N/A
Growth Estimates NI Industry Sector S&P 500
Current Qtr. 25.00% N/A N/A 0.18
Next Qtr. 16.70% N/A N/A 0.23
Current Year 8.30% N/A N/A 0.08
Next Year 5.90% N/A N/A 0.1
Next 5 Years (per 7.49% N/A N/A 0.10
annum)

Past 5 Years (per -6.89% N/A N/A N/A

annum)

https://finance.yahoo.com/quote/ni/analysts?p=ni 2/2
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Earnings Estimate
No. of Analysts
Avg. Estimate

Low Estimate

High Estimate

Year Ago EPS

Revenue Estimate
No. of Analysts
Avg. Estimate

Low Estimate

High Estimate
Year Ago Sales

Sales Growth (year/est)

Earnings History
EPS Est.

EPS Actual
Difference

Surprise %

EPS Trend

Current Qtr. (Jun 2017)

Current Qtr. (Jun 2017)

108.25M

100.2M

122.55M

99.18M

9.10%

6/29/2016

16.70%

Current Qtr. (Jun 2017)

Next Qtr. (Sep 2017)

-0.31

-0.33

-0.28

-0.29

Next Qtr. (Sep 2017)

91.28M

88.4M

93.43M

87.73M

4.10%

9/29/2016

-0.34

-0.29

0.05

14.70%

Next Qtr. (Sep 2017)

https://finance.yahoo.com/quote/nwn/analysts?p=nwn

Current Year (2017)

217

2.15

2.23

2.19

Current Year (2017)

4

728.9M

690M

762.91M

675.97M

7.80%

12/30/2016

1.04

-0.04

-3.80%

Current Year (2017)

Currency in USD

Next Year (2018)

217

Next Year (2018)

4

739.41M

713M

767.64M

728.9M

1.40%

3/30/2017

1.4

1.4

N/A

N/A

Next Year (2018)
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1
Search for news, symbols or companies Search ‘ —‘
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Finance Home Originals Events Personal Finance Technology Markets Industries My Screeners My Portfolio
90 Days Ago 0.05 -0.3 2.16 2.3
EPS Revisions Current Qtr. (Jun 2017) Next Qtr. (Sep 2017) Current Year (2017) Next Year (2018)
Up Last 7 Days N/A N/A N/A N/A
Up Last 30 Days N/A N/A N/A N/A
Down Last 30 Days N/A N/A N/A N/A
Down Last 90 Days N/A N/A N/A N/A
Growth Estimates NWN Industry Sector S&P 500
Current Qtr. -28.60% N/A N/A 0.18
Next Qtr. -6.90% N/A N/A 0.23
Current Year -0.90% N/A N/A 0.08
Next Year 5.50% N/A N/A 0.1
Next 5 Years (per 4.00% N/A N/A 0.10
annum)

Past 5 Years (per 11.43% N/A N/A N/A

annum)
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Finance Home Originals Events Personal Finance Technology Markets Industries My Screeners My Portfolio
90 Days Ago 0.43 0.28 2.96 3.09
EPS Revisions Current Qtr. (Jun 2017) Next Qtr. (Sep 2017) Current Year (2017) Next Year (2018)
Up Last 7 Days N/A N/A N/A N/A
Up Last 30 Days N/A 1 1 2
Down Last 30 Days N/A N/A N/A N/A
Down Last 90 Days N/A N/A N/A N/A
Growth Estimates 0GS Industry Sector S&P 500
Current Qtr. 10.50% N/A N/A 0.18
Next Qtr. 16.70% N/A N/A 0.23
Current Year 12.10% N/A N/A 0.08
Next Year 4.70% N/A N/A 0.1
Next 5 Years (per 5.50% N/A N/A 0.10
annum)

Past 5 Years (per 31.26% N/A N/A N/A

annum)
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Earnings Estimate

Current Qtr. (Jun 2017)

Next Qtr. (Sep 2017)

Current Year (2017)

No. of Analysts 8 7 8
Avg. Estimate 0.05 0.01 1.19
Low Estimate -0.03 -0.04 1.16
High Estimate 0.08 0.09 1.25
Year Ago EPS 0.12 0.05 1.34

Revenue Estimate

Current Qtr. (Jun 2017)

Next Qtr. (Sep 2017)

Current Year (2017)

No. of Analysts 3 2 4
Avg. Estimate 173.2M 187.1M 1.11B
Low Estimate 160.6M 150.2M 1.02B
High Estimate 184M 224M 1.16B
Year Ago Sales 154.4M 219.08M 1.04B
Sales Growth (year/est) 12.20% -14.60% 7.20%
Earnings History 6/29/2016 9/29/2016 12/30/2016
EPS Est. 0.14 -0.1 0.41
EPS Actual 0.12 0.05 0.42
Difference -0.02 0.15 0.01
Surprise % -14.30% 150.00% 2.40%

EPS Trend

Current Qtr. (Jun 2017)

Next Qtr. (Sep 2017)
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90 Days Ago 0.07 0.04 1.35 1.54
EPS Revisions Current Qtr. (Jun 2017) Next Qtr. (Sep 2017) Current Year (2017) Next Year (2018)
Up Last 7 Days 1 N/A N/A N/A
Up Last 30 Days 2 N/A N/A 1
Down Last 30 Days 1 1 1 2
Down Last 90 Days N/A N/A N/A N/A
Growth Estimates sJl Industry Sector S&P 500
Current Qtr. -58.30% N/A N/A 0.18
Next Qtr. -80.00% N/A N/A 0.23
Current Year -11.20% N/A N/A 0.08
Next Year 23.50% N/A N/A 0.1
Next 5 Years (per 6.00% N/A N/A 0.10
annum)

Past 5 Years (per -2.37% N/A N/A N/A

annum)
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Earnings Estimate Current Qtr. (Jun 2017) Next Qtr. (Sep 2017) Current Year (2017)

No. of Analysts 5 4 7
Avg. Estimate 0.27 0.11 3.38
Low Estimate 0.18 0.08 3.34
High Estimate 0.31 0.14 3.45
Year Ago EPS 0.19 0.05 3.18

Revenue Estimate Current Qtr. (Jun 2017) Next Qtr. (Sep 2017) Current Year (2017)

No. of Analysts 2 2 2
Avg. Estimate 288.96M 226.24M 1.37B
Low Estimate 286M 222.1M 1.36B
High Estimate 291.91M 230.37M 1.38B
Year Ago Sales 547.75M 539.97M 2.46B
Sales Growth (year/est) -47.20% -58.10% -44.50%
Earnings History 6/29/2016 9/29/2016 12/30/2016
EPS Est. 0.18 0.01 1.35
EPS Actual 0.19 0.05 1.36
Difference 0.01 0.04 0.01
Surprise % 5.60% 400.00% 0.70%

EPS Trend Current Qtr. (Jun 2017) Next Qtr. (Sep 2017) Current Year (2017)

https://finance.yahoo.com/quote/swx/analysts?p=swx

Currency in USD

Next Year (2018)

Next Year (2018)
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90 Days Ago 0.22 0.09 3.42 3.64
EPS Revisions Current Qtr. (Jun 2017) Next Qtr. (Sep 2017) Current Year (2017) Next Year (2018)
Up Last 7 Days N/A 1 1 1
Up Last 30 Days 1 2 1 1
Down Last 30 Days N/A N/A N/A N/A
Down Last 90 Days N/A N/A N/A N/A
Growth Estimates SWX Industry Sector S&P 500
Current Qtr. 42.10% N/A N/A 0.18
Next Qtr. 120.00% N/A N/A 0.23
Current Year 6.30% N/A N/A 0.08
Next Year 7.10% N/A N/A 0.1
Next 5 Years (per 4.00% N/A N/A 0.10
annum)

Past 5 Years (per -2.85% N/A N/A N/A

annum)

https://finance.yahoo.com/quote/swx/analysts?p=swx 2/2
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Revenue Estimate
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Surprise %

EPS Trend
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90 Days Ago 0.39 -0.24 3.52 3.67
EPS Revisions Current Qtr. (Jun 2017) Next Qtr. (Sep 2017) Current Year (2017) Next Year (2018)
Up Last 7 Days N/A N/A N/A 1
Up Last 30 Days 1 N/A 1 1
Down Last 30 Days N/A N/A N/A N/A
Down Last 90 Days N/A N/A N/A N/A
Growth Estimates SR Industry Sector S&P 500
Current Qtr. 18.20% N/A N/A 0.18
Next Qtr. 15.60% N/A N/A 0.23
Current Year 3.20% N/A N/A 0.08
Next Year 3.70% N/A N/A 0.1
Next 5 Years (per 3.95% N/A N/A 0.10
annum)

Past 5 Years (per 7.64% N/A N/A N/A

annum)
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Integrys Holding 424B5 11/20/2003

Section 1: 424B5 (424B5)

QuickLinks -- Click here to rapidly navigate through this document

Filed Pursuant to Rule 424(b)(5)
Registration No. 333-104787

SUBJECT TO COMPLETION—NOVEMBER 13, 2003

PROSPECTUS SUPPLEMENT
(To Prospectus Dated September 8, 2003)

3,500,000 Shares
WPS RESOURCES CORPORATION

Common Stock

WPS Resources Corporation is selling 3,500,000 shares of common stock. Our common stock is listed on the New Y ork Stock Exchange under the symbol "WPS." On November 19,
2003, the last sale price of our common stock, as reported in the New Y ork Stock Exchange Composite Transactions, was $43.92 per share.

See" Risk Factors' beginning on page S-7 for adiscussion of certain risk factorsthat prospectiveinvestorsshould consider beforeinvesting in our common stock.

Per Share Total

Public Offering Price $ 43.000 $ 150,500,000
Underwriting Commission $ 1505 $ 5,267,500
Proceeds, before expenses, to WPS Resources $ 41.495 $ 145,232,500

The underwriters may also purchase up to an additional 525,000 shares at the public offering price, less the underwriting commission, within 30 days from the date of this
prospectus supplement to cover over-allotments.

Neither the Securitiesand Exchange Commission nor any state securities commission has approved or disapproved of these securitiesor passed upon the accuracy of this
prospectus supplement or the accompanying prospectus. Any representation to the contrary isacriminal offense.

We expect certificates for the shares of common stock to be ready for delivery on or about November 24, 2003.

A.G. Edwards & Sons, Inc.
Robert W. Baird & Co.
Edward D. Jones & Co., L.P.

The Williams Capital Group, L.P.

The date of this prospectus supplement is November 19, 2003.

WPS Resources Subsidiaries

Markets Served by Regulated Utilities
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L ocation of Nonregulated Operations

IMPORTANT NOTICE ABOUT INFORMATION IN THISPROSPECTUS
SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS

Y ou should rely only on theinformation contained in this prospectus supplement, the accompanying prospectus and the documents we have incorporated by reference. We have
not authorized anyone to provide you with different information. We are not making an offer of the shares of common stock in any state which does not permit their offer or sale. You
should not assume that the information provided by this prospectus supplement or the accompanying prospectus, as well as the information we have previously filed with the
Securities and Exchange Commission that we incorporate by reference, is accurate as of any date other than the date thereof. If information in this prospectus supplement updates
information in the accompanying prospectus, this prospectus supplement will apply and will supersede that information in the prospectus. For purposes of this prospectus supplement

and the accompanying prospectus, unless the context otherwise indicates, when werefer to "us," "we," "our," "ours," or the"Company" we are describing WPS Resources
Corporation, together with its subsidiaries.

TABLE OF CONTENTS
Page
Prospectus Supplement

Important Notice about Information in this Prospectus Supplement

and the Accompanying Prospectus i
Summary S1
Risk Factors S7

S12

Forward-L ooking Statements
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SUMMARY

This summary provides an overview of WPS Resources and its subsidiaries and certain key aspects of the offering. This summary is not complete and does not contain all of the
information you should consider before purchasing our common stock. Before purchasing our common stock, you should read carefully all of the information contained or
incorporated by reference in this prospectus supplement and the accompanying prospectus, including the "Risk Factors" section.

The Company

WPS Resources, based in Green Bay, Wisconsin, wasincorporated in Wisconsin in 1993 as a holding company for regulated utility and nonregulated business units. Our principal
subsidiary is Wisconsin Public Service Corporation, aregulated electric and natural gas utility that generates and distributes energy in northeastern Wisconsin and an adjacent portion
of the Upper Peninsula of Michigan. Our other major subsidiaries include Upper Peninsula Power Company, aregulated electric utility operating in the northern half of Michigan's Upper
Peninsula, and two nonregulated subsidiaries, WPS Power Development, Inc. and WPS Energy Services, Inc.

Approximate percentages of our consolidated net income for the twelve months ended September 30, 2003 and consolidated assets at September 30, 2003 attributable to WPS
Resources, as a holding company, and its principal operating subsidiaries are:

Twelve Months
Ended September 30, At September 30,
2003 2003

Percent of Net Income Percent of Assets*
Wisconsin Public Service Corporation 7% 60%
Upper Peninsula Power Company 7% 4%
WPS Energy Services, Inc. 25% 26%
WPS Power Development, Inc. 4% 10%
WPS Resources Corporation (13)% 2%

*The percentages above do not total 100% due to the inclusion of intercompany transactions related to purchases and sales of power and natural gas between subsidiaries.
Our principa executive offices are located at 700 North Adams Street, P.O. Box 19001, Green Bay, Wisconsin 54307. Our telephone number is (920) 433-4901.

S1

Wisconsin Public Service Corporation

Wisconsin Public Service, which began operationsin 1883, is aregulated electric and natural gas utility serving an approximate 11,000 square mile service territory in northeastern
Wisconsin and an adjacent portion of the Upper Peninsula of Michigan. At December 31, 2002, Wisconsin Public Service served 407,696 electric retail customers and 295,816 natural gas
retail customers. Wholesale electric service is provided to various customers, including municipal utilities, electric cooperatives, energy marketers, other investor-owned utilities, and
municipal joint action agencies.
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Upper Peninsula Power, established in 1884, isaregulated utility providing electric service to an approximate 4,500 square mile area of Michigan's Upper Peninsula. At December 31,
2002, Upper Peninsula Power provided retail electric service to 50,770 customers and wholesale el ectric service to 437 customers. Total 2002 revenues consisted of 89% retail sales and
11% wholesale sales.

WPSEnergy Services, Inc.

WPS Energy Services, established in 1994, is anonregulated indirect subsidiary of WPS Resources. WPS Energy Services provides energy and related products and servicesin the
nonregulated energy market throughout the Midwest and northeastern United States and in the adjacent provinces of Canada. WPS Energy Services had revenues of $362.8 millionin
2002 and assets of $877.2 million at December 31, 2002.

WPS Power Development, Inc.

WPS Power Development, established in 1995, is also a nonregulated indirect subsidiary of WPS Resources. WPS Power Devel opment owns and/or operates, through its
subsidiaries, electric generation facilitiesin Wisconsin, Maine, Pennsylvania, New Y ork, and New Brunswick, Canada, a23.3% interest in a synthetic fuel processing facility located in
Kentucky, and steam production facilities |ocated in Arkansas and Oregon. WPS Power Devel opment had revenues of $145.2 million in 2002 and assets of $358.1 million at December 31,
2002.

Recent Developments
Sunbury Generation Plant

On October 24, 2003, WPS Power Devel opment announced that it had signed a definitive agreement to sell its Sunbury generation plant (located near the town of Shamokin Damin
Pennsylvania) to Duguesne Power, L.P., asubsidiary of Duquesne Light Holdings. Based on the terms of the asset sales agreement, the sale price is anticipated to be approximately
$120 million for the plant, emission allowances, fuel, and spare parts inventory. WPS Power Development financed Sunbury with equity from WPS Resources and debt financing,
including nonrecourse debt and arelated interest rate swap, from a group of banks. Upon closing of the sale and settlement of financing arrangements, WPS Power Development
anticipates the transaction will reduce after tax income approximately $4 million at the time of closing. The amount of the loss will be affected by several factors, including: the timing of
the sale, interest rates at the time of closing, which will impact the settlement of the interest rate swap, and the cost of aforward supply contract to supply WPS Power Development's
current out-take contract with athird party. The out-take contract is related to this plant and expiresin December 2004. Subject to approval by the Pennsylvania Public Utility
Commission of Duquesne Light Company's Provider of Last Resort plan and other typical regulatory approvals, the transaction is anticipated to close in the summer of 2004. See "Risk
Factors" for adiscussion of certain risks associated with the operation and sale of the Sunbury generation plant.

S2

Kewaunee Nuclear Power Plant

On November 7, 2003, Wisconsin Public Service and Wisconsin Power and Light Company (asubsidiary of Alliant Energy Corporation) announced that they had signed a
definitive agreement to sell the jointly-owned Kewaunee Nuclear Power Plant to a subsidiary of Dominion Resources, Inc. Wisconsin Public Service is a59% owner of the Kewaunee
plant. The sale is subject to approvals from various regulatory agencies including the Public Service Commission of Wisconsin, the Federal Energy Regulatory Commission and the
Nuclear Regulatory Commission. Subject to the timing of the receipt of regulatory approvals, the transaction is expected to closein the fall of 2004.

Wisconsin Public Service anticipates that its share of the proceeds from the sale will be approximately $130 million in cash, based on aNovember 1, 2004 closing date. The cash
proceeds from the sale are expected to slightly exceed the carrying value of the Wisconsin Public Service assets being sold. Wisconsin Public Service will request deferral of most of
this gain and related costs from the Public Service Commission of Wisconsin. Dominion will assume the liabilities for decommissioning of the Kewaunee plant in exchange for
Wisconsin Public Service's qualified decommissioning trust assets (approximately $251 million pretax value at November 7, 2003). Wisconsin Public Service's non-qualified
decommissioning trust assets (approximately $108 million pretax value at November 7, 2003) are not included in the sale and will be retained by Wisconsin Public Service pending a
regulatory treatment decision from the Public Service Commission of Wisconsin. Wisconsin Public Service expects that most of the gain on the sale of the plant assets and the related
non-qualified decommissioning trust assets will be returned to customers under future rate orders. As aresult, Wisconsin Public Service does not anticipate any material impact on net
income from this transaction.

In conjunction with the sale, Wisconsin Public Service will enter into a power purchase agreement with Dominion to purchase capacity and energy through the original license term
of 2013. This agreement will allow Wisconsin Public Service to purchase capacity and energy equivalent to the amount that it would have received from the plant had it maintained its
current ownership interest. The power purchase agreement al so requires regulatory approval.

IRS Announcements Regar ding Section 29 Tax Credits for Synthetic Fuels

Through an affiliate of WPS Power Devel opment, WPS Resources owns a partial interest in a synthetic fuel production facility located in Kentucky and receivestax credits
pursuant to Section 29 of the Internal Revenue Code based on sales to unaffiliated third-party purchasers of synthetic fuel produced from coal.

On June 27, 2003, the Internal Revenue Service announced that it had reason to question the scientific validity of certain test procedures and results that have been presented by
certain taxpayers to qualify for Section 29 tax credits and also announced that it was reviewing information regarding these test procedures and practices.

On August 1, 2003, the Internal Revenue Service notified WPS Resources that its synthetic fuel affiliateis under review for the 2001 tax period as aresult of the June Internal
Revenue Service announcement. In addition, the Internal Revenue Service informed WPS Resources that it may reexamine the 2000 tax period depending upon the results of the review
of 2001. Previously, the Internal Revenue Service had informed the WPS Resources affiliate that its 1999 and 2000 returns had been examined and accepted asfiled. It is not known when
the audit will be completed.

On October 29, 2003, the Internal Revenue Service announced that the test procedures and results used by taxpayers are scientifically valid if the procedures are applied in a
consistent and unbiased manner. WPS Resources believes that such requirement is met for the facility. The Internal Revenue Service also announced that it plans to issue guidelines
regarding future sampling and quality control procedures, testing intervals and record keeping requirements with respect to tests for significant
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chemical change. The Internal Revenue Serviceis also considering reguiring that testing laboratories meet certain accreditation standards and other requirements. WPS Resources
believes that the facility will be able to comply with such guidelines.



investigation may have on the Internal Revenue Service announcement of the same date.

Docket No. G011/GR-17-563
Bulkley Work Papers

Aderrding erpiptPeie Tepsteon October 29, 2003, the Permanent Subcommittee on Investigation of the Senate Committee on Governmental Affairsinitiated an TAYtitjation of
"potential abuses of tax credits for producers of synthetic fuel under Section 29." It is not known if and when such investigation will be completed and what impact, if any, such

WPS Resources continues to believe the facility has been operated in compliance with the private | etter rulings and Section 29 of the Code. See "Risk Factors" for a discussion of

certain risks associated with Section 29 tax credits.
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Summary Consolidated Financial Information
(Amountsin millions, except per share amounts)

The following table sets forth selected financial information for WPS Resources and its subsidiaries on a consolidated basis. Y ou should read the following table in conjunction
with the consolidated financial statements and notes included in our Current Report on Form 8-K dated August 1, 2003 (which presents our reclassified financial statementsin
accordance with requirements of Emerging I ssues Task Force Issue No. 02-03) and in our Quarterly Report on Form 10-Q for the quarter ended September 30, 2003, both of which are
incorporated by reference into this prospectus supplement and the accompanying prospectus. The data presented for the years ended December 31 is derived from audited financial

statements.

2000

Income Statement Data:

Operating revenues $ 1,174.4
Operating income $ 110.2
Income available for common shareholders $ 67.0
Average number of shares of common stock outstanding 26.5
Basic earnings per average share of common stock (1) $ 253
Diluted earnings per average share of common stock (1) $ 253
Dividends per share of common stock $ 204

Balance Sheet Data:
Total assets
Property, plant & equipment, net
Capitalization:
Long-term capital lease obligation, including current portion

Long-term debt, including current portion
Company obligated mandatorily redeemable trust preferred
securities of subsidiary trust

Preferred stock of subsidiary with no mandatory redemption
Common stock equity

Total capitalization

Capitalization:

Long-term debt, including current portion

Company obligated mandatorily redeemable trust preferred
securities of subsidiary trust

Preferred stock of subsidiary with no mandatory redemption
Common stock equity

Total capitalization
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Years Ended December 31,

2001

1,431.8
107.3
716
282
2.75
2.74
2.08

At December

e Lo e
Roone wooe

2001

28700 $
1,463.6

73.0
7114

50.0
511
715.9

16014 $

Actual

Amount

$ 819.6
50.0

511

810.5

$ 1,731.2

2002

2002

1,547.6
1511
109.4

317

342
212

@ B P @ B P

32079 %
1,610.2

895.5

50.0
511
782.8

17794  $

Nine Months Ended

September 30,

2002

(unaudited)

11087 $
1167 $
802 $
317
253 %
252 %
1585 $

At September 30,

2002

(unaudited)

28940 $
1,585.2

724
707.6

50.0
511
765.5

16466 $

At September 30, 2003

Per cent
(unaudited)
47% $
3%
3%
47%

100% $

Pro Forma(2)

Amount

819.6
0.0
511
955.7

1,826.4

2003

32774
1121
69.8
325
2.15
214
2.16

2003

3,779.1
2,018.4

819.6

50.0
511
810.5

1,731.2

Percent

45%
0%
3%

52%

100%

Q) The basic and diluted earnings per average share of common stock for the nine months ended September 30, 2003 include $0.10 for the impact of acumulative effect of changes
in accounting principles. On January 1, 2003, WPS Resources adopted Emerging I ssues Task Force Issue No. 02-03, "Issues Involved in Accounting for Derivative Contracts

Held for Trading Purposes and Contracts Involved in Energy Trading and Risk Management Activities," and Statement of Financial Accounting Standards No. 143,

"Accounting for Asset Retirement Obligations." The adoption of these standards resulted in a consolidated positive after-tax cumulative effect of changesin accounting

principles of $3.2 million.
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accompanﬁ ng prospectus, but does not include the net proceeds from the issuance of up to 525,000 shares of common stock issuable upon the exercise of the underwriters
over-allotment option. The "Pro Forma" column also gives effect to the use of a portion of the net proceeds from this offering to retire the company obligated mandatorily
redeemable trust preferred securities of subsidiary trust included in the table.

As previously announced, Wisconsin Public Service intends to issue long-term debt of up to $150 million in the fourth quarter of 2003, of which $50 million is currently expected to
be used to refund existing long-term debt. The size and timing of the debt offering are dependent on business needs and refinancing opportunities.

The Offering
I'ssuer WPS Resources Corporation
Securities Offered 3,500,000 shares of common stock
Number of Shares of Common Stock Outstanding after the Offering (1) 36,187,543
Current Common Stock Dividend Rate $0.545 per quarter
Next Dividend Record Date November 28, 2003
Range of High and Low Sales Prices per Share of Common Stock (January 1, 2003 through
November 19, 2003) $45.31— $36.80
New York Stock Exchange Listing Symbol WPS
Use of Proceeds To retire up to $50 million of trust preferred securities, to reduce short-term debt, to fund

equity contributions to subsidiary companies and for general corporate purposes

(6] The number of shares of common stock outstanding after the offering is based on 32,687,543 shares outstanding as of November 19, 2003. The number of shares of common
stock offered and to be outstanding after this offering does not include:

. 525,000 additional shares of common stock that the underwriters have an option to purchase from us within 30 days of the date of this prospectus supplement; and
. shares issuable upon the exercise of outstanding stock options held by our employees, executive officers and directors.
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RISK FACTORS

Y ou should carefully consider the following risk factors, aswell as the other information included or incorporated by reference in this prospectus supplement and the
accompanying prospectus, before making an investment in our common stock. The following risk factors update and replace in their entirety the risk factors incorporated by referencein
the accompanying prospectus. The risks and uncertainties described below are not the only ones we face. Additional risks and uncertainties not presently known or that we currently
believe to beimmaterial may also adversely affect us.

IRS Audit—Synthetic Fuel Production Facility

We have significantly reduced our consolidated federal income tax liability for the past three years through tax credits available to us under Section 29 of the Internal Revenue Code
for the production and sale of solid synthetic fuel from coal. We have not fully utilized Section 29 tax credits previously available to us. Asaresult, in order to maximize the value of our
synthetic fuel production facility, we have reduced our interest in the facility from 67% to 23% through sales to third parties. Our ability to fully utilize the Section 29 tax credits that
remain available to usin connection with our remaining interest in the facility will depend on whether the amount of our federal income tax liability is sufficient to permit the use of such
credits. The Internal Revenue Service strictly enforces compliance with all of the technical requirements of Section 29. Section 29 tax credits are currently scheduled to expire at the end
of 2007.

On June 27, 2003, the Internal Revenue Service announced that it had reason to question the scientific validity of certain test procedures and results that have been presented by
certain taxpayers to qualify for Section 29 tax credits. The Internal Revenue Service also announced that it was reviewing information regarding these test procedures and practices.

On August 1, 2003, WPS Resources received notice from the Internal Revenue Service that the WPS Resources' affiliate through which it holds an ownership interest in a synthetic
fuel facility isunder review for the 2001 tax period as aresult of the June Internal Revenue Service announcement. The Internal Revenue Service al so notified WPS Resources that,
depending upon the review of the affiliate's 2001 tax return, the Internal Revenue Service might reexamine the affiliate's 2000 tax return. At thistime, WPS Resources' management cannot
predict the outcome of the Internal Revenue Service's review, when the review will be completed or the ultimate impact, if any, of the review on WPS Resources.

We have recorded approximately $78 million of Section 29 tax credits as reductions of income tax expense from the project's inception in June 1998 through September 30, 2003. Asa
result of alternative minimum tax rules, about $51 million has been carried forward as a deferred tax asset as of September 30, 2003. Future payments under one of the agreements
covering the sale of aportion of our interest in the facility are contingent on the facility's continued production of synthetic fuel. Any disallowance of some or al of those tax credits
would materially affect our tax obligations and may also result in areduction of the level of synthetic fuel production at the facility, thus reducing the likelihood and amount of future
payments under that agreement. Future tax legislation and Internal Revenue Service review may also affect the value of the credits and of our share of the facility.

Clean Air Act Enforcement Initiative

In November 1999, the United States Environmental Protection Agency (which we refer to asthe "EPA") announced the commencement of a Clean Air Act enforcement initiative
targeting the utility industry, resulting in the issuance of several notices of violation/findings of violation and the filing of lawsuits against other unaffiliated utilities. In these
enforcement proceedings, the EPA claims that the utilities made modifications to the coal-fired boilers and related equipment at the utilities' electric generating stations without first
obtaining appropriate permits under the EPA's pre-construction permit
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program and without installing appropriate air pollution control equipment. In addition, the EPA is also claiming, in certain situations, that there were violations of the Clean Air Act's
"new source performance standards.” In response to thisinitiative, several utilities have elected to settle with the EPA, while othersare in litigation. In general, those utilities that have
settled have entered into consent decrees which require the companiesto pay fines and penalties, undertake supplemental environmental projects and either upgrade or replace
pollution controls at existing generating units or shut down existing units, and replace these units with new electric generating facilities. The fines and penalties (including the capital
costs of supplemental environmental projects) associated with these settlements have ranged between $7 million and $30 million.
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At varigus timesin 2000, 2001 and 2002, we received requests from the EPA for information and documents relating to work performed on our coal-fired boilaéfﬁfgt‘@ggfoﬁ%?ul liam
and Weston 6 ectric generati nd] stations, as well as our Columbia generating station (afacility located in Portage, Wisconsin jointly owned by Wisconsin Power and Ligﬁ%’( ompany,
Madison Gas and Electric Company, and us), and at various times we have filed responses to those requests. Depending upon the results of the EPA's review of the information, the
EPA may seek additional information from us and/or third parties who have information relating to the boilers, close out the investigation, or issue a"notice of violation" or "finding of
violation" asserting that a violation of the Clean Air Act occurred. If the federal government decided to bring a claim against us and if it were determined by a court that historic projects
at the Pulliam, Weston or Columbia electric generating stations required either a state or federal Clean Air Act permit, we may, under the applicable statutes, be required to:

. shut down any unit found to be operating in non-compliance,
. install additional pollution control equipment,
. pay afine, and/or

. conduct a supplemental environmental project in order to resolve any such claim.
Sunbury Generation Plant

On Octaber 24, 2003, WPS Power Devel opment announced that it had signed a definitive agreement to sell its Sunbury generation plant to Duguesne Power, L.P., asubsidiary of
Duquesne Light Holdings. We cannot assure you that the transaction will be consummated. For additional information, see " Summary—Recent Developments.”

WPS Power Development will continue to operate the plant until the sale is completed. As aresult of plant performance issues in the past, the plant has incurred outages for
maintenance and repair during which it has been unable to operate at full generating capacity. During such outages, the plant fulfillsits contractual commitments by purchasing
replacement power in the open market as needed. If Sunbury is required to fulfill interim contractual obligations through the purchase of replacement power prior to the closing,
WPS Power Development may experience higher purchased power expenses. In addition, plant outages prior to the closing may require increased capital expenditures or higher
maintenance and repair expenses.

The amount of the lossincurred in connection with the sale will be affected by several factors, including: the timing of the sale, interest rates at the time of closing, which will impact
the settlement of the interest rate swap, and the cost of aforward supply contract to supply WPS Power Development's current out-take contract with athird party. The out-take
contract isrelated to this plant and expiresin December 2004.

Sunbury operates in the PIM Interconnection area, which has been experiencing depressed prices as aresult of overcapacity. If market pricesfor capacity continue at current low
levels, marginswill continue to be negatively affected.
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Increasingly Competitive and Changing Industry

The regulated energy industry has been undergoing dramatic structural change for several years, ranging from increasing competitive pressure on electric and natural gas utility
companies to proposals for deregulation. Increased competition from alternative energy sources already provide utility customers with more energy options than in the past.
Deregulation could change the rate structure of the regulated utility industry from a system promoting energy reliability through a system of reasonable cost recovery to atotal market
based rate structure which puts the recovery of costs of generation facilities more at risk. Increased competition may create greater risks to the stability of utility earnings generally and
may in the future reduce our utility earnings from retail electric and natural gas sales. While the future of deregulation in the utility industry and itsimpact on our future is uncertain,
changeisevident. At the present time, Wisconsin has not adopted |egislation or regulations that would allow customers to choose their electric supplier. All Michigan electric
customers were able to choose their el ectric generation suppliers beginning January 1, 2002 as aresult of the Customer Choice Act.

To the extent competitive pressuresincrease and the pricing and sale of electricity assumes more of the characteristics of acommaodity business, the economics of our business
may come under increasing pressure. In addition, regulatory changes may increase access to electric transmission grids by utility and nonutility purchasers and sellers of electricity,
thus potentially resulting in a significant number of additional competitorsin wholesale power generation.

Availability of Suitable Projectsfor Purchase or Development

Our strategy for the growth of our nonregulated generation business depends partially upon our ability to identify and compl ete acquisitions and development projects at
appropriate prices. There can be no assurance that the projects we have acquired to date or projects that we may acquire in the future will perform as expected or that the returns from
those projects will support the indebtedness incurred to acquire them or the capital expenditures needed to maintain or develop them. In addition, many of our competitors are seeking
opportunities to acquire or develop energy assets. This competition may adversely affect our ability to make investments or acquisitions.

Changesin State and Federal Regulatory Palicy and Authorized Rates of Utility Subsidiaries

The Public Service Commission of Wisconsin regulates Wisconsin Public Service'sretail utility ratesin the State of Wisconsin, including Wisconsin Public Service's permitted ratio
of debt-to-equity and allowed return on equity. Wisconsin Public Serviceis generally required to file arate case with the Public Service Commission of Wisconsin every two years
based on aforward-looking test year period. The Michigan Public Service Commission regulates the retail utility ratesin the State of Michigan of both Wisconsin Public Service and
Upper Peninsula Power. The Federal Energy Regulatory Commission also regulates wholesal e rates and other issues affecting Wisconsin Public Service and Upper Peninsula Power.
Over time there may be substantial changesin the regulatory environment in any or al of these jurisdictions, and any changes could have an adverse effect on the revenues and income
of our utility subsidiaries.

Ability to Sell Electricity Generated from our Nonregulated Facilitiesat Market Prices

The Federal Energy Regulatory Commission has authorized us to sell generation from our nonregul ated facilities at market prices. The Federal Energy Regulatory Commission
retains the authority to modify or withdraw our market based rate authority. If the Federal Energy Regulatory Commission determines that the market is not workably competitive, that
we possess market power or that we are not charging just and reasonabl e rates, then the Federal Energy Regulatory Commission may require usto sell power at a price based upon the
costs we incur in producing the power. Our
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revenues and profit margins will be negatively affected by any reduction by the Federal Energy Regulatory Commission of the rates we may receive.

Market Pricesfor Nonregulated Electric Energy Sales
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| fmarketgoeroesdonetectrioenergy decline below the cost of production at our nonregulated facilities, these units may be temporarily shut down and alternative souteas ofienergy

found to meet energy commitments.
Increasesin Costs of Nonregulated Fuel and Purchased Power

Our nonregul ated subsidiaries, WPS Power Development and WPS Energy Services, may experience increased expenses, including interest costs and uncollectibles, higher working
capital requirements and possibly some reduction in volumes sold as aresult of any increase in the cost of fuel or purchased power.

Safe Operation, Maintenance and Decommissioning of our Share of our Generating Facilities

Wisconsin Public Service owns and operates coal, nuclear, hydro, natural gas and other fueled generating facilities. We are liable for the maintenance and safe operation of these
facilities. We are a so responsible for the costs to remove these plants from service and reclaim the sites upon decommissioning of any of these plants.

Compliance with Existing and New Environmental L aws and Regulations

We are subject to extensive environmental regulationsin connection with the ongoing conduct of our business and to civil and criminal liability for failure to comply with these
regulations. We are also generally responsible for al on site liabilities associated with the environmental condition of our power generation facilities, former manufactured gas plant
sites and other facilities which we have previously owned and/or operated or currently own and/or operate regardless of when the liabilities arose and whether they are currently known
or unknown.

The application of current and future federal and state environmental restrictions may limit, prevent or substantially increase the cost of the operation of generation facilities and
may require substantial investmentsin new equipment at existing installations. Such restrictions may require substantial additional investments for new projects and may delay or
prevent completion of projects.

Limitationson Accessto the Revenues and Assets of our Subsidiaries

In general, any claim of WPS Resources against the assets of its subsidiariesis subject to the prior rights of the creditors of those subsidiaries. In addition, the Wisconsin public
utility holding company law prohibits public utility subsidiaries from making loansto, or pledging their credit for, nonutility members of aWisconsin public utility holding company
system, including the holding company.

Orders of the Public Service Commission of Wisconsin limit the amount of ordinary dividends that Wisconsin Public Service may pay to WPS Resources to 109% of the prior year's
dividend and require that the debt-to-equity ratio of Wisconsin Public Service, as calculated by the Public Service Commission of Wisconsin, remain within arange of 54% to 58%. The
articles of incorporation of Wisconsin Public Service also limit the amount of dividendsit may pay on its common stock if its common stock and common stock surplus account are less
than 25% of itstotal capitalization. Bond indenture provisions currently limit the amount of dividends which may be paid by Upper Peninsula Power to WPS Resources.

Substantially all of the physical assets of Wisconsin Public Service and Upper Peninsula Power secure outstanding bond issues of Wisconsin Public Service and Upper Peninsula
Power. Some of the
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generating assets of WPS Power Development's subsidiaries have been mortgaged to secure acquisition financing.
Wisconsin Public Utility Holding Company Law

The Wisconsin public utility holding company law precludes the acquisition of 10% or more of the voting shares of a holding company of a Wisconsin public utility unless the
Public Service Commission of Wisconsin hasfirst determined that the acquisition isin the best interests of utility consumers, investors and the public. Those interests may, to some
extent, be mutually exclusive. This provision and other requirements of the Wisconsin public utility holding company law may delay, or reduce the likelihood of, a sale or change of
control of WPS Resources, thus reducing the likelihood that shareholders will receive atakeover premium for their shares.

Provisionsin our Articlesof Incorporation, Bylaws and the Wisconsin Business Cor poration Law and our Shareholder Rights Plan

Our articles of incorporation, bylaws and shareholder rights plan, aswell as provisions of the Wisconsin Business Corporation Law, contain provisions that could delay or prevent
achange of control or changesin our management that a shareholder might consider favorable and may prevent you from receiving atakeover premium for your shares.

The WPS Resources articles of incorporation and bylaws provide for aclassified Board of Directors. The Board consists of three classes of directors each composed of 3 directors.
All directors are elected for athree-year term with the terms of one class of directors expiring and up for re-election each year. These provisions can be amended, altered, changed or
repealed only by the affirmative vote of shareholders possessing at |east 75% of the voting power of the then outstanding shares of all classes of stock possessing voting rights.

The shareholder rights plan provides all shareholders with oneright for each share of WPS Resources common stock they own. These rights may be redeemed or, under certain
circumstances, exchanged for shares of WPS Resources common stock as provided in the Rights Agreement, dated as of December 12, 1996, as amended. All rightswill expire on
December 11, 2006.

Therights are not presently exercisable. They will become exercisable ten days after any person or group of affiliated or associated persons acquires 15% or more of our common
stock or ten business days (subject to extension) after a person or group of affiliated or associated persons announces atender offer for 15% or more of our common stock. Each right
will entitle the holder to purchase one share of our authorized but unissued common stock at an exercise price of $85. Upon the acquisition by any person or group of affiliated or
associated persons of 15% or more of our common stock, each right, other than the rights held by an acquiring party, will entitle the holder to purchase, at the exercise price, shares of
common stock having a market price of two times the exercise price. Rights associated with shares held by a person or group of affiliated or associated persons acquiring 15% or more of
our stock will be null and void.

Therightswill have the effect of diluting the ownership interest of any person or group attempting to acquire asubstantial interest in WPS Resources, unless our Board of
Directors agrees to redeem the rights in order to permit the acquisition. As aresult, the rights may substantially reduce the likelihood of a change in control of WPS Resourcesthat is
not approved by our Board.
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Except for historical dataand statements of current fact, the information contained or incorporated by reference in this prospectus supplement and the accompanying prospectus
constitutes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933. Any referencesto plans, goals, beliefs or expectations in respect to future
events and conditions or to estimates are forward-looking statements. Although we believe that statements of our expectations are based on reasonabl e assumptions, forward-looking
statements are inherently uncertain and subject to risks and should be viewed with caution. Actual results or experience could differ materially from the forward-looking statements as a
result of many factors. Forward-looking statements included or incorporated in this prospectus supplement and the accompanying prospectus include, but are not limited to statements
regarding:

. expectations regarding future revenues or expenses,

. estimated future capital expenditures,

. expected costs of purchased power in the future,

. costs of decommissioning generation facilities,

. recovery of deferred costs,

. future cleanup costs associated with manufactured gas plant sites and

. statements in Management's Discussion and Analysis of Financial Condition and Results of Operations regarding trends or estimates, incorporated by reference from

our annual report on Form 10-K for the year ended December 31, 2002, our Current Report on Form 8-K dated August 1, 2003 and quarterly reports on Form 10-Q for the
quarters ended March 31, 2003, June 30, 2003, and September 30, 2003.

We cannot predict the course of future events or anticipate the interaction of multiple factors beyond our control and their effect on revenues, project timing and costs. Some risk
factorsthat could cause results different from any forward-looking statement include those described in the Risk Factors section of this prospectus supplement and the accompanying
prospectus and the following:

. General economic, business, and regulatory conditions
. Legislative and regulatory initiatives regarding deregulation and restructuring of the utility industry which could affect costs and investment recovery
. State and federal rate regulation, including the inability to obtain necessary regulatory approvals
. Changesin generally accepted accounting principles
. Growth and competition and the extent and timing of new business development in the markets of subsidiary companies
. The performance of projects undertaken or acquired by subsidiary companies
. Business combinations among our competitors and customers
. Energy supply and demand
. Financial market conditions, including availability, terms, and use of capital
. Nuclear and environmental issues
. Weather and other natural phenomena
. Commodity price and interest rate risk
. Counter-party credit risk
. Federal and state tax policies
. Acts of terrorism or war
S12
USE OF PROCEEDS

Theinformation in this section supplements the information in the "Use of Proceeds" section beginning on page 5 of the accompanying prospectus. Please read these two sections
together.

We will add the net proceeds from the sale of our common stock to our general funds. We expect to use our general fundsto retire up to $50 million of trust preferred securities, to
reduce short-term debt, to fund equity contributions to subsidiary companies and for general corporate purposes. On November 19, 2003, WPS Resources had an aggregate of
approximately $145 million of short-term borrowings, which had maturities of up to 30 days and had aweighted average annual interest rate of 1.14%.
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UNDERWRITING

Subject to the terms and conditions set forth in the underwriting agreement, we have agreed to sell to each of the underwriters named below, and each of the underwriters has
severally agreed to purchase, the number of shares of our common stock set forth opposite the name of each underwriter.

Underwriter Number of Shares



Docket No. G011/GR-17-563
Bulkley Work Papers

Minnesota Energy Resources Corporation Page 42 of 141
A.G. Edwards & Sons, Inc. 1,925,000
Robert W. Baird & Co. Incorporated 525,000
Edward D. Jones& Co., L.P. 525,000
The Williams Capital Group, L.P. 525,000
Total 3,500,000

Under the terms and conditions of the underwriting agreement, the underwriters have agreed to take and pay for al the shares of common stock offered by this prospectus
supplement and prospectus, if any are taken.

The underwriters are offering the shares of our common stock, subject to prior sale, when, asand if issued to and accepted by them, subject to conditions contained in the
underwriting agreement. The underwriters reserve the right to withdraw, cancel or modify offers to the public and to reject ordersin whole or in part.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act of 1933, or to contribute to payments the underwriters may be
required to make in respect of those liabilities.

Over-allotment Option. We have granted an option to the underwriters to purchase up to an aggregate of 525,000 additional shares of our common stock at the public offering
price less the underwriting discount. The underwriters may exercise this option for 30 days from the date of this prospectus supplement solely to cover any over-allotments. If the
underwriters exercise this option, each underwriter will be obligated, subject to the conditions contained in the underwriting agreement, to purchase a number of additional shares of our
common stock proportionate to the number initially purchased by that underwriter asreflected in the above table.

Offering Price, Concessions and Reallowances.  The underwriters have advised us that they propose initially to offer the shares of our common stock to the public at the public
offering price on the cover page of this prospectus supplement and to certain securities dealers at that price less a concession not in excess of $0.90 per share. The underwriters may
allow and such dealers may reallow, adiscount not in excess of $0.10 per share to other dealers. After we release the shares of common stock for sale to the public, the underwriters may
vary the offering price and other selling terms from time to time.

Price Stabilization and Short Positions.  In connection with this offering, the rules of the Securities and Exchange Commission permit the underwriters to engage in transactions
that stabilize the price of the common stock. Those transactions may consist of bids or purchases for the purpose of pegging, fixing or maintaining the price of the common stock.

If the underwriters create a short position in the common stock in connection with the offering (i.e., if they sell more shares than are listed on the cover of this prospectus
supplement), the underwriters may reduce that short position by purchasing sharesin the open market. The underwriters may also elect to reduce any short position by exercising all or
part of the over-allotment option
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described above. Purchases of the common stock to stabilize its price or to reduce a short position may cause the price of the common stock to be higher than it might be in the absence
of those purchases.

Neither the underwriters nor we make any representation or prediction as to the direction or magnitude of any effect that the transactions described above may have on the price of
the common stock. In addition, neither the underwriters nor we make any representation that the underwriters will engage in these transactions or that these transactions, once
commenced, will not be discontinued without notice.

Restrictions on Sales of Smilar Securities. We have agreed that, for 90 days after the date of this prospectus supplement, we will not directly or indirectly sell, offer or enter into
an agreement to sell, grant any option for the sale of, or otherwise dispose of any shares of our common stock or securities convertibleinto, or exercisable for, shares of our common
stock, except for securities offered and sold under our Stock Investment Plan, our employee or director benefit or compensation plans and this prospectus supplement and the
accompanying prospectus, unless we have first obtained the written consent of the underwriters. We have also agreed not to file during that period, without the prior written consent of
the underwriters, aregistration statement with the Securities and Exchange Commission relating to the sale of shares of our common stock or securities convertible into, or exercisable
for, shares of our common stock, except for any registration statement related to our Stock Investment Plan or our employee or director benefit or compensation plans.

Other Relationships. Certain of the underwriters and their affiliates have engaged and in the future may engage in investment banking transactions with, and provide servicesto,
WPS Resources or its subsidiariesin the ordinary course of business.
LEGAL MATTERS

Our counsel, Foley & Lardner, Milwaukee, Wisconsin, will issueits opinion as to the validity of the shares of common stock being issued. Schiff Hardin & Waite, Washington,
D.C., will issue an opinion for the underwriters as to certain matters relating to the offering of the shares of common stock.
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COMMON STOCK
COMMON STOCK PURCHASE RIGHTS

We may offer these securitiesin amounts, at prices and on terms determined at the time of offering. We will provide specific terms of these securities in supplementsto this
prospectus. Our common stock is traded on the New Y ork Stock Exchange under the symbol "WPS".

Y ou should read this prospectus and any supplement carefully before you invest.

See" Risk Factors' on page5 for adiscussion of certain risksthat prospectiveinvestorsshould consider beforeinvestingin our securities.

These securities have not been approved by the Securitiesand Exchange Commission or any state securitiescommission, nor have these or ganizations deter mined that this
prospectusisaccurate or complete. Any representation to the contrary isa criminal offense.

The date of this prospectusis September 8, 2003.
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This prospectusisapart of the registration statement that we filed with the Securities and Exchange Commission. Y ou should read this prospectus together with the more detailed
information regarding our company, our securities and our financial statements and notes to those statements that appear elsewhere in this prospectus or that we incorporate in this
prospectus by reference.

Y ou should rely on the information contained in, or incorporated by reference in, this prospectus and in any accompanying prospectus supplement. We have not authorized
anyone to provide you with information different from that contained in, or incorporated by referencein, this prospectus or any prospectus supplement. Y ou should not assume that the
information in this prospectus or any prospectus supplement is accurate as of any date other than the date on the front of the prospectus or prospectus supplement, as applicable.

SUMMARY

This summary highlights selected information from this document and may not contain all of the information that isimportant to you. To understand the terms of our securities,
you should carefully read this document with the attached prospectus supplement. Together these documents will give the specific terms of the securities we are offering. You should
also read the documents we have incor porated by reference into this prospectus for information on us and our financial statements.

The SecuritiesWe May Offer

This prospectusis part of aregistration statement (No. 333-104787) that we filed with the Securities and Exchange Commission utilizing a"shelf" registration process. Under this
shelf process, we may offer from time to time up to $350,000,000 of the following securities: debt securities and common stock with associated common stock purchase rights. This
prospectus provides you with ageneral description of the securities we may offer. Each time we offer securities, we will provide you with a prospectus supplement that will describe the
specific amounts, prices and terms of the securities being offered. The prospectus supplement may also add, update or change information contained in this prospectus.

Debt Securities

We may offer unsecured general obligations of our company, which may be senior or subordinated. We will refer to the senior debt securities and the subordinated debt securities
together in this prospectus as the "debt securities". The senior debt securities will have the same rank as all of our other unsecured, unsubordinated debt. The subordinated debt
securitieswill be entitled to payment only after payment on our senior indebtedness. Senior indebtedness includes all indebtedness for money borrowed by us, except our currently
outstanding junior subordinated deferrable interest debentures due 2038 and any indebtednessissued in the future that is stated to be not superior to, or to have the samerank as, the
subordinated debt securities. Currently, we may not issue indebtedness that ranks junior to our junior subordinated deferrable interest debentures due 2038.

Claims of creditors and any preferred sharehol ders of each of our subsidiaries will have priority with respect to the assets and earnings of such subsidiaries over the claims of our
creditors. The debt securities therefore will be effectively subordinated to creditors, including holders of secured indebtedness, and preferred shareholders of our subsidiaries.

The senior debt securities will be issued under an indenture between us and U.S. Bank National Association, formerly known as Firstar Bank, National Association. We may amend
or supplement the indenture from time to time. The subordinated debt securitieswill beissued under an indenture between us and the trustee we name in a prospectus supplement. We
encourage you to read the indentures, which are exhibits to this registration statement (asincorporated by reference), and our recent periodic and current reports that we file with the
Securities and Exchange Commission.

Summary of Material Indenture Provisionsthat Apply to Senior and Subordinated Debt Securities

Neither indenture limits the amount of debt that we may incur. In addition, neither indenture provides holders with any protection should there be arecapitalization or restructuring
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Theindentures allow us to merge or consolidate with another company, or to sell all or most of our assets to another company. If these events occur, the other company will be
required to assume our responsibilities relating to the debt securities, and we will be released from all liabilities and obligations.

1

The indentures provide that holders of amajority of the outstanding principal amount of any series of debt securities may vote to change our obligations or your rights concerning
that series. However, to change the amount or timing of payments of principal or interest or other payments for a series of debt securities, every holder in the series must consent.

We may discharge our obligations under the indenture relating to the senior or subordinated debt securities by depositing with the trustee sufficient funds or government
obligations to pay the senior or subordinated debt securities when due.

EVENTS OF DEFAULT. Each indenture provides that the following are events of defaullt:

. If we do not pay interest for 30 days after its due date.

. If we do not pay principal or premium when due.

. If we continue to breach a covenant in the debt securities of the series or in the applicable indenture respecting that series for 60 days after notice.
. If we enter bankruptcy or become insolvent.

If an event of default occurswith respect to any series of debt securities, the trustee or holders of 25% of the outstanding principal amount of that series may declare the principal
amount of the seriesimmediately payable. However, holders of amajority of the principal amount may rescind this action. If the event of default is due to our bankruptcy or insolvency,
the outstanding principal amount of all the debt securities will become immediately payable, without any action on the part of the trustees or the holders of the debt securities.

Summary of Material Indenture Provisionsthat Apply Only to Senior Debt Securities

Under the senior indenture, our failure to pay when due, subject to any applicable grace period, any principal of, or interest on, any indebtedness for borrowed money incurred or
guaranteed by usin the aggregate principal amount of at |east $50,000,000 constitutes an event of default.

The senior indenture requires us, so long as any senior debt securities are outstanding:

. to own al of the outstanding shares of voting common stock of Wisconsin Public Service Corporation unless we transfer the shares pursuant to our merger or
consolidation or sale of substantially all of our properties.

. not to pledge or grant a security interest or permit any pledge, security interest or other lien upon any common stock of any of our subsidiaries owned directly or
indirectly by usto secure indebtedness for money borrowed without securing the senior debt securities equally and ratably with the other secured indebtedness except
for:

. pledges, security interests or encumbrances created to secure the purchase price of the common stock of our subsidiaries,

. liens and security interests existing at the time of our acquisition of the shares or

. any extension or renewal of any permitted pledge, security interest or encumbrance.
Summary of Material Indenture Provisionsthat Apply Only to Subordinated Debt Securities

The subordinated debt securities will be subordinated to all senior indebtedness. In addition, as previously noted under "Debt Securities', claims of the creditors and preferred
shareholders of each of our subsidiaries will have priority with respect to that subsidiary's assets and earnings over the claims of our creditors, including holders of the subordinated
debt securities. The subordinated debt securities, therefore, will be effectively subordinated to creditors and preferred shareholders of our subsidiaries.

2

Common Stock

We may offer shares of our common stock, par value $1.00 per share. Holders of our common stock are entitled to receive dividends when and if declared by the Board of Directors.
Each holder of our common stock is entitled to one vote per share. The holders of our common stock have no preemptive rights or cumulative voting rights. Our restated articles of
incorporation do not presently authorize our company to issue preferred stock or other stock having rights prior to those of the holders of our common stock.

Each share of our common stock will have an associated right to purchase one share of our common stock at an exercise price of $85 per share. Therights are not presently
exercisable. Under certain circumstances, however, each right will entitle the holder to purchase at the exercise price our common stock having a market value of twice the exercise price.
See "DESCRIPTION OF COMMON STOCK—Pre-emptive Rights, Common Stock Purchase Rights" in this prospectus.

Ratios of Earningsto Fixed Charges
Theratio of earnings to fixed charges for each of the periodsindicated are asfollows:

YEAR ENDED DECEMBER 31,
2002 2001 2000 1999 1998

Ratio of earnings to fixed charges 29 21 21 28 28

We have computed the ratio of earnings to fixed charges by dividing earnings, which includes income before taxes and fixed charges, by fixed charges. This calculation excludes
the effects of accounting changes which have been made over time. "Fixed charges" consist of (1) interest on debt and a portion of rentals determined to be representative of interest
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Where You Can Find MoreInformation

Wefileannual, quarterly and current reports, proxy statements and other information with the Securities and Exchange Commission. We also filed a Registration Statement on
Form S-3, including exhibits, under the Securities Act of 1933 with respect to the securities offered by this prospectus. This prospectusisapart of that registration statement, but does
not contain all of the information included in the registration statement or the exhibits to the registration statement. Y ou may read and copy the registration statement and any other
document wefile at the Commission's public reference room at 450 Fifth Street, N.W., Washington, D.C., 20549. Please call the Commission at 1-800-SEC-0330 for further information on
the public reference rooms. Our Securities and Exchange Commission filings are also available to the public at the Commission's web site at http://www.sec.gov or on our website
located at http://www.wpsr.com.

The Securities and Exchange Commission allows us to "incorporate by reference” into this prospectus the information we file with it, which means that we can disclose important
information to you by referring you to those documents. The information incorporated by referenceis considered to be part of this prospectus, and later information that we file with the
Commission will automatically update and supersede this information. We incorporate by reference the documents listed below and

3

any future filings made with the Securities and Exchange Commission under Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 until our offering is completed:

Annual Report on Form 10-K for the year ended December 31, 2002 (as updated by the Current Report on Form 8-K dated August 1, 2003);
ii. Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2003;
iii. Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2003;
iv. Current Report on Form 8-K dated August 1, 2003;
V. Current Report on Form 8-K dated May 14, 2003;
Vi. Description of Common Stock contained in Registration Statement on Form 8-B filed on June 1, 1994; and

Vii. Description of Common Stock Purchase Rights contained in Registration Statement on Form 8-A filed on December 13, 1996.
Y ou may request acopy of these filings, at no cost, by writing to or telephoning us at our principal executive offices:

WPS Resources Corporation
Attn: Secretary

700 North Adams Street

P.O. Box 19001

Green Bay, Wisconsin 54307-9001
(920) 433-1727

Y ou should rely only on the information incorporated by reference or provided in this prospectus or any prospectus supplement. We have not authorized anyone else to provide
you with different information. We are not making an offer of these securitiesin any state where the offer is not permitted. Y ou should not assume that the information in this
prospectus or any prospectus supplement is accurate as of any date other than the date on the front of the prospectus or the prospectus supplement.

4

RISK FACTORS

Y ou should carefully consider the risk factors discussed under the caption "Risk Factors," beginning on page 24, in our Annual Report on Form 10-K for the year ended
December 31, 2002, asfiled with the SEC on March 10, 2003 (such risk factors may from time to time be amended, supplemented or superseded by other filings that we make with the SEC
in the future), which we have incorporated by reference herein, and the risk factors discussed in any other documents incorporated by reference herein (such risk factors may from time
to time be amended, supplemented or superseded by other filings that we make with the SEC in the future). In addition, if required or advisable, the prospectus supplement applicable to
the securities we offer will contain a discussion of the risks applicable to an investment in WPS Resources Corporation and to the particular types of securities that we are offering
under that prospectus supplement.

THE COMPANY

We are a holding company, based in Green Bay, Wisconsin. Our principal subsidiary is Wisconsin Public Service Corporation, aregulated electric and natural gas utility that
generates and distributes energy in northeastern Wisconsin and an adjacent portion of Michigan. Our other major subsidiariesinclude Upper Peninsula Power Company, aregulated
electric utility operating in the northern half of Michigan's Upper Peninsula, and two nonregul ated subsidiaries, WPS Power Development, Inc. and WPS Energy Services, Inc. WPS
Power Development, Inc., develops, owns and operates nonregulated el ectric generation facilities and steam production facilities in various locations in the United States and New
Brunswick, Canada, as well as aportion of asynthetic fuel processing facility. WPS Energy Services, Inc., provides energy and related products and services in the nonregul ated
energy market in the northeast quadrant of the United States and Canada.

In 2002, our regulated operations contributed $79.4 million to our net income and our two nonregulated subsidiaries contributed $35.0 million to our net income. WPS Resources
operations as a holding company, the operations of WPS Resources Capital Corporation, an intermediate holding company for our nonregulated subsidiaries, and the non-utility
operations of Wisconsin Public Service and Upper Peninsula Power as awhole experienced a net loss of $5.0 million in 2002. Our executive offices are at 700 North Adams Street,
P.O. Box 19001, Green Bay, Wisconsin 54307. Our telephone number is (920) 433-4901.

USE OF PROCEEDS

Unless otherwise specified in the applicable prospectus supplement, we will use the net proceeds we receive from the sale of the securities offered by this prospectus and the
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5

DESCRIPTION OF THE DEBT SECURITIES

The following description of the material terms of the debt securities sets forth general terms that may apply to the debt securities. The particular terms of any series of debt
securitieswill be described in the prospectus supplement relating to those debt securities.

The debt securitieswill be either our senior debt securities or our subordinated debt securities. The senior debt securitieswill beissued under an indenture dated as of October 1,
1999 between us and U.S. Bank National Association (f/k/aFirstar Bank, National Association), Saint Paul, Minnesota, astrustee. Thisindentureisreferred to as the "senior indenture”.
The subordinated debt securitieswill be issued under an indenture to be entered into between us and the trustee named in a prospectus supplement. Thisindentureisreferred to asthe
"subordinated indenture”. This prospectus refers to the senior indenture and the subordinated indenture together as the "indentures”.

Thefollowing isasummary of all of the material terms of the indentures. Copies of the entire indentures are filed as exhibits to the registration statement of which this prospectusis
apart. Section references below are to the section in the applicable indenture. The referenced sections of the indentures are incorporated by reference.

General

Neither indenture limits the amount of debt securities that we may issue. Each indenture provides that debt securities may be issued up to the principal amount authorized by us
from time to time. The senior debt securitieswill be unsecured and will have the same rank as all of our other unsecured and unsubordinated debt. The subordinated debt securities will
be unsecured and will be subordinated and junior to all senior indebtedness.

The debt securities may be issued in one or more separate series of senior debt securities or subordinated debt securities. The prospectus supplement relating to the particular
series of debt securities being offered will specify the particular amounts, prices and terms of those debt securities. These terms may include:

. thetitle of the debt securities;
. any limit on the aggregate principal amount of the debt securities of the series;
. the date on which the debt securities will mature;
. the interest rate or rates, or the method of determining those rates;
. the date from which interest will accrue or the method for determining such date;
. the interest payment dates and the regular record dates;
. the places where payments may be made;
. any mandatory or optional redemption provisions;
. any sinking fund or analogous provisions,
. the portion of principal amount of the debt security payable upon acceleration of maturity if other than the full principal amount;
. any additions to the events of default or covenants included in the indenture under which the debt securities are issued, as described in this prospectus;
. if other than U.S. dollars, the currency or currencies, or units based on or related to currencies, in which payments on the debt securities will be payable;
. whether the debt securitieswill beissued in the form of aglobal security; and
6
. any other specific terms of the debt securities.

The debt securities will be registered debt securities and, unless otherwise specified in the prospectus supplement, will be payablein U.S. dollarsin denominations of $1,000 or an
integral multiple of $1,000. (Sections 2.01 and 3.01)

Some of the debt securities may beissued as original issue discount debt securities. Original issue discount securities bear no interest or bear interest at bel ow-market rates and will
be sold at a discount below their stated principal amount. The applicable prospectus supplement will also contain any special tax, accounting or other information relating to original
issue discount securities or to other kinds of debt securities that may be offered, including debt securities linked to an index or payablein currencies other than U.S. dollars.

Exchange, Registration and Transfer
Debt securities may be transferred or exchanged at the corporate trust office of the security registrar or at any other office or agency maintained by us for those purposes. Except as
otherwise described in a prospectus supplement, no service charge will be payable upon the transfer or exchange of debt securities, except for any applicable tax or governmental

charge. (Section 3.05) The designated security registrar for the senior debt securitiesis U.S. Bank National Association, Corporate Trust Services, 180 East Fifth Street, Suite 200,
SPTF 0210, Saint Paul, MN 55101. The security registrar for the subordinated debt securities will be designated in a prospectus supplement.

In the event of any redemption of any series of debt securities, we will not be required to:

1 issue, register the transfer of, or exchange, debt securities of any series between the opening of business 15 business days before the date of the mailing of the notice of
redemption of the debt securities of that seriesto be redeemed and the close of business on the date of mailing of the relevant notice of redemption; or

2. register the transfer of, or exchange, any debt security selected for redemption, in whole or in part, except the unredeemed portion of any debt security being redeemed in
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Payment And Paying Agent

Wewill pay principal, interest and any premium on debt securities which are not global securities at the office of the paying agent. We will make payment of interest on the debt
securities which are not global securities by check mailed to the personsin whose names the debt securities are registered on days specified in the indentures or the applicable
prospectus supplement. We will also make payments by wire transfer to aU.S. bank designated by aholder of debt securities in an aggregate principal amount of at least $10,000,000, all
of which have the same interest payment dates, upon receipt of awritten request from the holder, on or before the record date for the payment, designating the account to which the
payment isto be made. (Section 2.05)

If any amount payable on any debt security remains unclaimed at the end of two years after the amount became due and payable, the paying agent will release any unclaimed
amounts to us, and the holder of the debt security will ook only to us for payment. (Section 10.07)

The paying agent for the senior debt securitiesis U.S. Bank National Association, Corporate Trust Services, 180 East Fifth Street, Suite 200, SPTF 0210, Saint Paul, MN 55101. The
paying agent for the subordinated debt securitieswill be designated in the applicabl e prospectus supplement.

7

Book-Entry Securities

We may initially issue the debt securities of any seriesin the form of one or more global securities under a book-entry only system operated by a securities depositary. Unless
otherwise specified in the applicable prospectus supplement, The Depository Trust Company ("DTC"), New Y ork, New Y ork, will act as securities depositary for each series of debt
securities that are issued as fully-registered securities. The indenture trustee will register in the name of Cede & Co. (DTC's partnership nominee) (or such other nominee as may be
requested by an authorized representative of DTC) those securities for which DTC is acting as depositary. Individual purchases of book-entry interestsin any of the debt securities will
be made in book-entry form. So long as Cede & Co., as nominee of DTC, or another nominee of DTC isthe securityholder, references in this prospectus to holders of the debt securities
or registered ownerswill mean Cede & Co. or another nominee of DTC, rather than the owners of beneficial ownership interestsin the debt securities.

DTC isalimited-purpose trust company organized under the New Y ork Banking Law, a"banking organization" within the meaning of the New Y ork Banking Law, amember of the
Federal Reserve System, a"clearing corporation” within the meaning of the New Y ork Uniform Commercial Code and a"clearing agency" registered pursuant to the provisions of
Section 17A of the Securities Exchange Act of 1934. DTC holds securities that its direct participants deposit with DTC. DTC also facilitates the settlement among DTC participants of
securities transactions such as transfers and pledges of deposited securities through electronic computerized book-entry changesin accounts of DTC direct participants, thereby
eliminating the need for physical movement of securities certificates. DTC direct participants include securities brokers and dealers, banks, trust companies, clearing corporations and
certain other organizations. DTC is owned by a number of the DTC direct participants and by the New Y ork Stock Exchange, Inc., the American Stock Exchange, Inc., and the National
Association of Securities Dealers, Inc. Accessto the DTC system is also available to others, such as securities brokers and deal ers, banks and trust companies that clear through or
maintain a custodial relationship with aDTC direct participant, either directly or indirectly. The rules applicable to DTC and its participants are on file with the Securities and Exchange
Commission.

Anyone desiring to purchase debt securities under the DTC system must make these purchases by or through DTC direct participants which will receive a credit for the debt
securities on DTC'srecords. The direct and indirect participantswill in turn record the ownership interest of each actual purchaser of the debt securities on the records of the direct or
indirect participant. DTC will not provide beneficial owners of the debt securities with written confirmations of their purchases. Owners of book-entry interests should receive from the
direct or indirect participant written confirmations of their purchases providing details of the beneficial owners transactions, as well as periodic statements of their holdings. DTC direct
and indirect participants are to effect transfers of beneficial ownership interests by entries made on the books of the DTC direct or indirect participants acting on behalf of the beneficial
owners. Owners of beneficial interestsin the debt securities will not receive or be entitled to receive certificates representing their ownership interestsin the debt securities, except as
described below upon the discontinuance of the use of the book-entry system.

Principal and the redemption price of, and interest payments on the debt securities held by or on behalf of DTC as depositary will be made to Cede & Co., as nominee of DTC (or to
such other nominee as may be requested by an authorized representative of DTC). DTC's practiceis to credit the accounts of DTC direct participants upon DTC's receipt from the issuer
or trustee of funds and corresponding detail information on a payment date in accordance with their respective holdings shown on the records of DTC. Payments by DTC direct and
indirect participants to owners of beneficial ownership interestsin the debt securities will be governed by standing instructions and customary practices, as s the case with securities
held for the accounts of customersin bearer form or registered in "street name," and will be the responsibility of such DTC direct or indirect participant and not of DTC, the indenture
trustee or us, subject to any statutory or regulatory requirements as may bein

effect from timeto time. DTC is responsible for disbursing such payments to the appropriate DTC direct participants, and those DTC direct participants, and any indirect participants,
arein turn responsible for disbursing the payment to the owners of beneficial ownership interests.

To facilitate subsequent transfers, the indenture trustee will register all debt securities which DTC direct participants deposit with DTC in the name of DTC's partnership nominee,
Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC). The deposit of debt securities with DTC and their registration in the name of Cede &
Co. effect no changein beneficial ownership. DTC has no knowledge of the actual beneficial owners of the debt securities; DTC's records reflect only the identity of the DTC direct
participants to whose accounts the debt securities are credited, which may or may not be the beneficial owners. The participants will remain responsible for keeping account of their
holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to DTC direct participants, by direct participants to indirect participants, and by direct participants and indirect
participants to beneficial owners of debt securities will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to
time.

Theindenture trustees will send redemption noticesto DTC. If we are redeeming less than all of the debt securities within an issue, DTC's practice is to determine by ot the amount
of the interest of each direct participant in such issue to be redeemed.

Neither DTC nor Cede & Co. or any other nominees of DTC will consent or vote with respect to the debt securities. Under its usual procedures, DTC will mail an omnibus proxy to
us as soon as possible after the record date. The omnibus proxy assigns the consenting or voting rights of Cede & Co. or other nominee of DTC to those DTC direct participants to
whose accounts the debt securities are credited on the record date (identified in alisting attached to the omnibus proxy).

DTC may discontinue providing its services as debt securities depositary with respect to the debt securities at any time by giving reasonable notice to us or the indenture trustee.
Under these circumstances, in the event that a successor securities depositary is not obtained, debt security certificates are required to be printed and delivered.

We may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securities depositary). In that event, we will cause debt security certificates
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Theinformation in this section concerning DTC and DTC's book-entry system has been obtained from sources that we believe to be reliable, but neither we, the indenture trustees
nor any underwriter takes any responsibility for the accuracy of the description of DTC's business organization and procedures.

Neither we nor thetrusteesunder theindentureswill have any responsibility or obligation toany DTC direct or indirect participant or any owner of a book-entry interest or any
other person not shown on theregistration books of thetrustees asbeing a holder of the debt securitieswith respect to: (1) any debt securities; (2) the accuracy of any records
maintained by DTC or any DTC direct or indirect participant; (3) the payment by DTC or any DTC direct or indirect participant of any amount dueto any owner of a book-entry
interest in respect of the principal or redemption price of or interest on the debt securities; (4) thedelivery by DTC or any DTC direct or indirect participant of any noticeto any
owner of abook-entry interest which isrequired or permitted under thetermsof theindenturesto be given to holder s of the debt securities; (5) the selection of the owner s of a book-
entry interest to receive payment in the event of any partial redemption of any senior debt securities; or (6) any consent given or other action taken by DTC or itsnominee as holder
of the debt securities.

Limitation On Merger, Consolidation And Certain Sales Of Assets

We may, without the consent of the holders of the debt securities, merge into or consolidate with any other corporation, or convey or transfer all or substantially all of our
properties and assets to another person provided that:

1. the successor is a corporation;

2, the successor expressly assumes on the same terms and conditions all the obligations under the debt securities and the indentures;

3. immediately after giving effect to the transaction, there is no default under the applicable indenture; and

4, we deliver to the trustees a certificate and an opinion of counsel stating that the transaction complies with the indentures. (Sections 8.01 and 8.02)

The remaining or acquiring corporation will take over all of our rights and obligations under the indentures. (Section 8.03)

Thereisinherent uncertainty in the phrase "all or substantially all." This uncertainty may make it difficult for holders of the debt securitiesto (1) determine whether our covenant
relating to consolidation, merger and sale of our properties and assets to another person has been breached, (2) declare an event of default and (3) exercise their acceleration rights.
Further, interpretation of this phrase asit relates to any transfer of our properties and assets will be governed by applicable law and will be dependent upon the particular facts and
circumstances. In the event the holders of the debt securities attempt to exercise their rights under the indenture following the occurrence of a particular transfer or series of transfers
that they believe constitutes atransfer of "all or substantially all" of our properties and assets and we contest such exercise, we cannot provide any assurance as to how a court would
interpret the phrase "all or substantially all."

Satisfaction And Dischar ge; Defeasance

We may be discharged from our obligations on the debt securities of any series that have matured or will mature or be redeemed within one year if we deposit with the trustee
enough cash to pay all the principal, interest and any premium due to the stated maturity date or redemption date of the debt securities. (Section 4.01)

Each indenture contains a provision that permits either (1) our discharge from all of our obligations with respect to any series of debt securities then outstanding other than our
obligations relating to temporary securitiesissued for the debt securities (Section 3.04), registration of transfer and exchange of the debt securities (Section 3.05), replacement of
mutilated, destroyed, lost or stolen debt securities (Section 3.06), maintenance of paying agencies (Section 10.02) and holding money for payment in trust (Section 10.07); or (2) our
release from our obligations under covenants respecting any series of debt securities and from the consequences of an event of default resulting from the breach of those covenants
other than our obligations relating to temporary securities issued for the debt securities (Section 3.04), registration of transfer and exchange of the debt securities (Section 3.05),
replacement of mutilated, destroyed, lost or stolen debt securities (Section 3.06), the order in which money collected is applied (Section 5.06), the restoration of rights and remedies
(Section 5.09), the resignation and removal of the trustee and the appointment of a successor (Section 6.10), the payment of principal and interest (Section 10.01), maintenance of paying
agencies (Section 10.02) and holding money for payment in trust (Section 10.07).

To exercise either of these two options, we must deposit in trust with the trustee enough money to pay in full the principal, interest and premium on the series of debt securities.
This amount may be made in cash and/or U.S. government obligations. (Sections 13.02 and 13.03) As a condition to

10

exercising either of the above options, we must deliver to the trustee aruling directed to the trustee from the Internal Revenue Service or an opinion of counsel based on an Internal
Revenue Service Ruling or a change in applicable federal income tax law since the date of the indenture, in each case to the effect that the holders of the debt securities will not
recognize income, gain or loss for Federal income tax purposes as a result of the action and will be subject to Federal income tax on the same amount, in the same manner and at the same
times as would have been the case if the action had not taken place. (Section 13.04)

If we exercise either of these options, the holders of the debt securities of the series affected will be entitled to receive, solely from the trust fund, payments of principal, interest and
premium on the debt securities and will not be entitled to any of the other benefits of the indenture, except for limited provisionsincluding our obligations respecting registration of
transfer and exchange of debt securities, replacement of lost, stolen or mutilated debt securities, maintenance of paying agencies and holding moneys for payment in trust.

(Sections 13.02 and 13.03)

Events Of Default, Notice And Waiver

Each indenture defines an event of default with respect to any series of debt securities as one or more of the following events:

. our failure to pay interest on any debt security for 30 days after it is due;
. our failure to pay the principal or any premium on any debt securities when due;
. our failure to perform any other covenant in the debt securities of the series or in the applicable indenture with respect to debt securities of that series for 60 days after

being given notice of the failure; and

. our entering into bankruptcy or becoming insolvent.
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In addition, under the senior indenture our failure to pay when due, subject to any applicable grace period, any principal of, or interest on, any indebtedness for borrowed money
incurred or guaranteed by usin the aggregate principal amount of at |east $50,000,000 constitutes an event of default under the senior indenture. Under each indenture, failure to
observe or perform an obligation like replacing mutilated, lost or stolen debt securities of a particular seriesis an event of default for that series only and not for any other series of debt
securities. Thisisin contrast to defaulting on the payment of interest or principal on a particular series of debt securities, which isan event of default for all other series of debt
securities. (Section 5.01)

Each indenture requires the trustee to give the holders of a series of debt securities notice of a default with respect to that series within 30 days unless the default is cured or
waived. However, the trustee may withhold this noticeif it determinesin good faith that it isin the interest of those holders. The trustee may not, however, withhold this noticein the
case of a payment default. (Section 6.02)

Other than the duty to act with the required standard of care during an event of default, atrusteeis not obligated to exercise any of itsrights or powers under either indenture at the
request or direction of any of the holders of debt securities, unless the holders have offered to the trustee security or indemnity to its reasonabl e satisfaction against the potential costs,
expenses and liabilities of complying with such request or direction. (Section 6.03) Generally, the holders of amajority in principal amount of outstanding debt securities of any series
may direct the time, method and place of conducting any proceeding for any remedy available to the trustee, or exercising any trust or other power conferred on the trustee.

(Section 5.12)
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Under each indenture, if an event of default with respect to any series of debt securities (other than due to events of bankruptcy, insolvency or reorganization) occurs, the trustee
or the holders of at least 25% in aggregate principal amount of the outstanding debt securities of that series, by noticein writing to us and to the trustee, may declare the unpaid
principal of and accrued interest on all the debt securities of that series to be due and payable immediately and, upon any such declaration, the debt securities of that series will become
immediately due and payable.

Under each indenture, if an event of default occurs due to bankruptcy, insolvency or reorganization, all unpaid principal of and accrued interest on the outstanding debt securities
of any serieswill become immediately due and payable without any declaration or other act on the part of the trustee or any holder of any debt security of that series. (Section 5.02)

Under each indenture, the holders of not less than a majority of the principal amount of the outstanding debt securities of any series may rescind a declaration of acceleration and
its consequences with respect to the debt securities of aseriesif:

. all existing events of default, other than the nonpayment of principal of and interest on the debt securities of that series that have become due solely as aresult of such
declaration of acceleration, have been cured or waived;

. to the extent lawful, interest on overdue interest and on overdue principal that has become due otherwise than by reason of such acceleration has been paid;
. the rescission would not conflict with any judgment or decree of a court of competent jurisdiction; and
. all amounts due to the trustee under the indenture have been paid. (Section 5.02)

Each indenture requires us to file annually with the trustee a certificate of our principal executive, financial or accounting officer as to the knowledge of the officer of our compliance
with all conditions and covenants under the indenture. (Section 7.04)

Modification of the Indentures

Together with the trustee, we may modify the indentures without the consent of the holders for limited purposes, including adding covenants or events of default, establishing
forms or terms of debt securities, curing ambiguities and making certain other changes which do not adversely affect the holdersin any material respect. (Section 9.01)

Together with the trustee, we may make modifications and amendments to each indenture with the consent of the holders of amajority in principal amount of the outstanding debt
securities of all affected series. However, without the consent of each affected holder, no modification may:

. change the stated maturity or interest payment date of any debt security;

. reduce the principal, premium (if any) or rate of interest on any debt security;

. change any place of payment or the currency in which any debt security is payable;

. impair the right to enforce any payment after the stated maturity, payment, or redemption date;

. reduce the percentage of holders of outstanding debt securities of any series required to consent to any modification, amendment or waiver under the indenture;
. change the redemption provisions of theindenture in amanner adverse to a holder; or

. change the provisions of the indenture which relate to its modification or anendment. (Section 9.02)

12

Governing Law
Theindentures and the debt securities will be governed by, and construed under, the laws of the State of Wisconsin.
Concerning The Trustees

We may from time to time enter into arms length transactions and maintain customary banking relationships with the trustee under the senior indenture or the trustee under the
subordinated indenture, including but not limited to, maintaining lines of credit, borrowing money, maintaining checking account services and other treasury, depository and cash
management services.
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The senior debt securities will be unsecured and will rank equally with the $150,000,000 principal amount 7.00% Senior Notes due November 1, 2009, and $100,000,000 principal
amount of 5.375% Senior Notes Due December 1, 2012, presently outstanding under the senior indenture and with all of our other unsecured and non-subordinated debt. In the event
we are unable or unwilling to satisfy our obligations under the senior indenture (due to insolvency or otherwise) and our debt holders attempt to obtain satisfaction from our
subsidiaries, claims of our subsidiaries creditors and preferred shareholders will have priority with respect to the assets and earnings of the subsidiaries over the claims of our senior
debt holders.

Our failure to pay when due, subject to any applicable grace period, any principal of, or interest on, any indebtedness for borrowed money incurred or guaranteed by usin the
aggregate principal amount of at least $50,000,000 constitutes an event of default under the senior indenture.

We agree in the senior indenture that so long as any senior debt securities are outstanding, we will own, directly or indirectly, all of the shares of voting common stock of
Wisconsin Public Service Corporation now or hereafter issued and outstanding, unless we transfer or sell these sharesin a transaction which complies with the provisions of the senior
indenture relating to our merger, consolidation or sale of substantially all of our properties. See "Limitation on Merger, Consolidation and Certain Sales of Assets" in this prospectus.
(Section 10.08)

We agree in the senior indenture that so long as any senior debt securities are outstanding, we will not pledge or grant asecurity interest in, or permit any pledge, security interest
or other lien upon, any common stock of any of our subsidiaries owned directly or indirectly by us to secure any indebtedness for money borrowed, without making effective provision
to secure the senior debt securities equally and ratably with the other indebtedness and any other indebtedness similarly entitled to be equally and ratably secured. Thisrestriction will
not apply, however, to (1) the creation or existence of any pledge, security interest, or encumbrance upon any of the common stock of our subsidiaries (A) created at the time of our
acquisition of the common stock or within one year after our acquisition of the common stock to secure all or a portion of the purchase price for the common stock or (B) existing on the
common stock at the time of our acquisition of it, or (2) any extension, renewal or refunding of any pledge, security interest, or encumbrance described in clause (1). (Section 10.09)

Subordinated Debt Securities

The subordinated debt securities will be unsecured. The subordinated debt securities will be subordinate in right of payment to all senior indebtedness. (Section 14.01 of
Subordinated Indenture) In addition, claims of our subsidiaries' creditors and preferred shareholders will have priority with respect to the assets and earnings of the subsidiaries over
the claims of our creditors, including holders of the subordinated debt securities, even though those obligations may not constitute senior
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indebtedness. The subordinated debt securities, therefore, will be effectively subordinated to creditors, including trade creditors, and preferred shareholders of our subsidiaries.

The subordinated indenture defines "senior indebtedness' to mean the principal of, premium, if any, and interest on:

. all of our indebtedness for money borrowed;

. indebtedness evidenced by securities, debentures, bonds or other similar instruments issued by us;

. all of our capital lease obligations;

. all of our obligationsissued or assumed as the deferred purchase price of property, all of our conditional sales contractsand all of our obligations under any title

retention agreements (but excluding trade accounts payable arising in the ordinary course of business);

. all of our obligations for reimbursement on any letter of credit, banker's acceptance, security purchase facility or similar credit transaction;
. all obligations of the types previously described of other persons for the payment of which we are responsible or liable as obligor, guarantor or otherwise; and
. all obligations of the types previously described of other persons secured by any lien on any of our property, whether or not such obligation is assumed by us.

However, the term "senior indebtedness” will not include:
. our 7.00% Junior Subordinated Deferrable Interest Debentures due 2038;
. any indebtedness which is by its terms subordinated to, or pari passu with, the subordinated debt securities; or

. any of our obligationsto any of our affiliates.

Thereisno limitation under either indenture on our ability to issue additional senior indebtedness. The senior debt securities constitute senior indebtedness under the
subordinated indenture. The subordinated debt securities will rank equally with our other subordinated indebtedness.

Under the subordinated indenture, no payment may be made on the subordinated debt securities, including any redemption or sinking fund payment if:

. any of our senior indebtedness has not been paid when due and any applicable grace period has ended and the default has not been cured or waived or ceased to exist,
or
. the maturity of any senior indebtedness has been and remains accelerated as aresult of adefault.

In the event that we pay or distribute our assets to creditors upon any dissolution, winding-up, liquidation or reorganization of us, whether voluntary or involuntary, the holders of
senior indebtedness will be entitled to receive payment in full of the senior indebtedness before the holders of subordinated debt securities are entitled to receive or retain any payment.
Until the senior indebtednessis paid in full, any payment or distribution to which holders of subordinated debt securities would be entitled but for the subordination provisions of the
subordinated indenture will be made to holders of the senior indebtedness. (Section 14.03 of Subordinated Indenture) If adistribution is made to holders of subordinated debt securities
that, due to the subordination provisions, should not have been made to them, those holders of subordinated debt securities are required to pay it over to the holders of the senior
indebtedness or their representatives or trustees, astheir interests may appear. (Section 14.03 of Subordinated Indenture)

Asaresult of the subordination provisions contained in the subordinated indenture, in the event of our insolvency, our creditors who are holders of senior indebtedness may
recover more, ratably, than the holders of subordinated debt securities.

14
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DESCRIPTION OF COMMON STOCK

The following description of our common stock summarizes all of the material terms and provisions of our common stock. Our restated articles of incorporation and rights agreement
are filed as exhibits to the registration statement of which this prospectusis apart and are incorporated by reference into this prospectus.

General

We are authorized to issue up to 200,000,000 shares of capital stock consisting of one class only, designated as "common stock" with a par value of $1.00 per share. As of
August 29, 2003, 32,524,201 shares of our common stock were issued and outstanding.

The outstanding shares of our common stock are, and any additional shares which we may offer will be, listed on the New Y ork Stock Exchange under the symbol "WPS."
Dividend And Liquidation Rights

All shares of our common stock will participate equally with respect to dividends and rank equally upon liquidation, subject to the rights of holders of any prior ranking stock which
our shareholders may authorize in the future. In the event of our liquidation, dissolution or winding up, the owners of our common stock are entitled to receive pro rata the assets and
funds remaining after satisfaction of all of our creditors and payment of all amounts to which owners of prior ranking stock, if any, then outstanding may be entitled.

Voting Rights

Except as otherwise described in theimmediately following paragraphs and under "Certain Statutory and Other Provisions" below, every holder of our common stock has one vote
for each share.

Our shareholders do not have cumulative voting rights. As aresult, the holders of shares entitled to exercise more than 50% of the voting power of shares entitled to vote,
represented at a meeting at which amajority of the shares entitled to vote is represented, are entitled to elect all of the directorsto be elected at the meeting. Under our restated articles
of incorporation and by-laws, our board of directorsisdivided into three classes. One classis elected each year for athree-year term.

Provisionsof Our Restated Articlesof Incorporation with Possible Anti-takeover Effects

In addition to the provisions of our restated articles of incorporation and by-laws dividing our board of directorsinto three classes, certain other provisions of our restated articles
of incorporation may have the effect of delaying, deferring or preventing a change in control of our company.

Article 5 of our restated articles of incorporation provides that, subject to the exception discussed below, adirector may be removed only for cause by the affirmative vote of
shareholders possessing a majority of the voting power of the then outstanding shares of voting stock. As defined in article 5, "cause" exists only if the director whose removal is
proposed has been convicted of afelony by a court of competent jurisdiction and such conviction is no longer subject to direct appeal or such director has been adjudged to be liable
for negligence or misconduct in the performance of his duty to usin a matter which has amaterially adverse effect on our business, and such adjudication is no longer subject to direct
appeal. Article 5 also provides for the removal of adirector by the shareholders without cause when such removal is recommended by the "requisite vote" of the directors and approved
by the affirmative vote of shareholders possessing a majority of the voting power of the then outstanding shares of voting stock. Our restated articles of incorporation define the term
"requisite vote" asthe affirmative vote of at least two-thirds of the directors then in office plus one director. Unless "cause" is established or removal is recommended by the requisite
vote of the directors, adirector may not be
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removed from office even if shareholders possessing amajority of the voting power favor such action. Additionally, pursuant to article 5, vacancies on our board of directors, including
those resulting from the removal of adirector, may befilled for the unexpired portion of the director's term by the majority vote of the remaining members of the board.

Article 5 of our restated articles of incorporation provides that those sections of Article |11 of our by-laws which set forth the general powers, number, qualifications and
classification of directors may be amended or repealed only by the affirmative vote of shareholders possessing at least 75% of the voting power of the then outstanding shares of our
common stock generally possessing voting rightsin the election of directors, or by the requisite vote of the directors. Article 5 of our articles providesthat article 5 may itself be
amended or repealed only by the affirmative vote of shareholders possessing at least 75% of the voting power of the then outstanding shares of our common stock generally
possessing voting rights in the election of directors.

Statutory Provisionswith Possible Anti-takeover Effects

Section 180.1150 of the Wisconsin Business Corporation Law provides that the voting power of shares of a"resident domestic corporation,” which includes our company, which
are held by any person holding in excess of 20% of the voting power in the election of directors of theissuing public corporation's shares shall be limited to 10% of the full voting power
of such excess shares. This statutory voting restriction will not apply to shares acquired directly from us, to shares acquired in atransaction incident to which our shareholders vote to
restore the full voting power of such shares, either before or after the acquisition of the shares, and under certain other circumstances.

Except as may otherwise be provided by law, the required affirmative vote of shareholders of a Wisconsin corporation for certain significant corporate actions, including a merger or
share exchange with another corporation, sale of all or substantially all of the corporate property and assets, or voluntary liquidation, isamajority of all the votes entitled to be cast on
the transaction by each voting group of outstanding shares entitled to vote on the transaction. Sections 180.1130 through 180.1134 of the Wisconsin Business Corporation Law provide
generally that, in addition to the vote otherwise required by law or the restated articles of incorporation of a"resident domestic corporation,” business combinations must be approved
by (a) the holders of at least 80% of the votes entitled to be cast and (b) two-thirds of the votes entitled to be cast by the corporation's outstanding voting shares owned by persons
other than a"significant shareholder" who is a party to the transaction or an affiliate or associate of such significant shareholder unless the business combination satisfies certain
adequacy-of-price standards intended to provide afair price for shares held by disinterested shareholders. In general, these adequacy-of-price standards provide that the above-
referenced vote does not apply if (1) the aggregate amount of the cash and the market value as of the valuation date of consideration other than cash to be received per share by
shareholders of the resident domestic corporation in the business combination is at least equal to the highest of (a) the highest per share price received by any person selling common
shares of the same class or series from the significant shareholder whether in the transaction in which the person became a significant shareholder or within the two years before the
date of the business combination, (b) the market value per share of the same class or series on the date of the commencement of atender offer initiated by the significant shareholder, on
the date on which the person became a significant shareholder or on the date of the first public announcement of the proposed business combination, whichever is higher, or (c) the
highest preferential amount per share to which the holder of shares of the class or series of sharesisentitled in avoluntary or involuntary liquidation or dissolution of the resident
domestic corporation and (2) the consideration to be received by holders of aclass or series of outstanding sharesisto bein cash or in the same form as the significant shareholder has
previously paid for shares of the same class or series. Section 180.1130 defines "business combination” to include, subject to certain exceptions, amerger or share exchange of the
resident domestic corporation or any of its subsidiaries with, or the sale or other
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disposition of substantially all assets of the resident domestic corporation to, any significant shareholder or affiliate thereof. The statute defines "significant shareholder" generally to
mean a person that is the beneficial owner of 10% or more of the voting power of the outstanding voting shares of the resident domestic corporation.

Sections 180.1140 through 180.1145 of the Wisconsin Business Corporation Law provides that a"resident domestic corporation,” which includes our company, may not engagein a
"business combination" with an "interested stockholder" within three years after the date on which the interested stockholder acquired his or her 10% or greater interest, unless the
corporation's board of directors approved the business combination, or the acquisition of the 10% or greater interest, before the stock acquisition date. The statute defines "interested
stockholder" as a person beneficially owning 10% or more of the aggregate voting power of the stock of such corporation. If the interested stockholder fails to obtain such approval by
the board of directors, then even after the three-year period, the interested stockholder may complete a business combination with the corporation only with the approval of the holders
of amajority of the voting stock not beneficially owned by the interested stockholder, unless the combination satisfies certain adequacy-of-price standards intended to provide afair
price for shares held by non-interested shareholders.

Section 196.795 of the Wisconsin statutes applies to holding companies of Wisconsin public utilities, i.e., companies owning beneficially 5% or more of the voting securities of
entities owning, operating, managing or controlling a plant or equipment in the state of Wisconsin for the production, transmission, delivery or furnishing of heat, light, water or power
directly or indirectly to or for the public. The statute states that no person may hold or acquire directly or indirectly more than 10% of the outstanding voting securities of a public utility
holding company with the unconditional power to vote such securities unless the Public Service Commission of Wisconsin determines, after investigation and an opportunity for
hearing, that such holding or acquisition isin the best interests of utility customers, investors and the public. Section 196.795 of the Wisconsin statutes applies to our company.

The sections of the Wisconsin law described in the preceding paragraphs and certain provisions of our articles and by-laws, could have the effect, among others, of discouraging
takeover proposals for our company or impeding a business combination between us and one of our major shareholders.

Preemptive Rights, Common Stock Purchase Rights

No holder of our common stock has any preemptive or subscription rights to acquire shares of our common stock except for the common stock purchase rights attached to each
share of our common stock.

On December 12, 1996, our board of directors approved the issuance to shareholders as of December 16, 1996, of adividend of one right for each outstanding share of our common
stock. Rights also attach to shares of our common stock issued after that date. A right will attach to each share of our common stock which we may offer pursuant to this prospectus
and a prospectus supplement. These rights are not presently exercisable, but ten days after a person or group acquires 15% or more of our common stock or ten business days (subject
to extension) after a person or group announces a tender offer to acquire at least 15% of our common stock, the rights will become exercisable. These rightswill entitle each holder of
our common stock to purchase one share of our authorized but unissued common stock for each right. The exercise price of each right is $85. Upon the acquisition by any person or
group of 15% or more of our common stock, each right, other than rights held by an acquiring party, will entitle the holder to purchase, at the exercise price, shares of our common stock
having a market value of two times the exercise price. The agreement setting forth the terms of the rights excludes from its effect the inadvertent acquisition of 15% or more of our
common stock, provided there is prompt divestment to less than 15%. We may redeem the rights or may, under certain circumstances, exchange the rights for shares of our common
stock, all as provided and subject to the
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limitations set forth in the agreement setting forth the terms of the rights; otherwise, such rights expire on December 11, 2006.

The rights have anti-takeover effects. Therightswill cause substantial dilution to a person who attempts to acquire control of our company without the prior approval of our board
of directors. Therightswill not affect atransaction approved by our board of directors, because our board has the power to redeem the rights in connection with atransaction that it
approves.

Conversion Rights, Redemption Provisionsand Sinking Fund Provisions.
Our common stock is not convertible, is not redeemable and has no sinking fund.
Liability to Further Callsor to Assessment

The shares of our common stock which we may offer pursuant to this prospectus and a prospectus supplement will, upon payment of the purchase price, be fully-paid and non-
assessable by us, except for certain statutory personal liability which may be imposed upon shareholders under Section 180.0622(2)(b) of the Wisconsin Business Corporation Law. The
substantially identical predecessor to that statute has been judicially interpreted to mean that shareholders of a Wisconsin corporation are subject to personal liability, up to an amount
equal to the consideration for which their shares were issued (instead of the aggregate par value in the case of shares with par value, as the statute states), for all debts owing to
employees of the corporation for services performed for the corporation, but not exceeding six months service in any one case.

Regtriction on Dividends Payable by Wisconsin Public Service Cor por ation

We are a holding company, and our ability to pay dividendsislargely dependent upon the ability of our subsidiariesto pay dividendsto us. The Public Service Commission of
Wisconsin has by order restricted our principal subsidiary Wisconsin Public Service Corporation to paying normal dividends on its common stock of no more than 109% of the
previous year's common stock dividend. The Public Service Commission of Wisconsin also requires Wisconsin Public Service Corporation to maintain a capital structure (i.e., the
percentages by which each of common stock, preferred stock and debt constitute the total capital invested in a utility) which has a common equity range of 54% to 58%. Each of these
limitations may be modified by afuture order of the Public Service Commission of Wisconsin. Our right to receive dividends on the common stock of Wisconsin Public Service
Corporation is also subject to the prior rights of that corporation's preferred shareholders and to provisionsin that corporation's restated articles of incorporation. The provisionsin the
restated articles of Wisconsin Public Service Corporation provide (1) that if Wisconsin Public Service Corporation's "capitalization ratio” (namely, the ratio of the capital represented by
Wisconsin Public Service Corporation's common stock, including premiums on such common stock, plus the surplus accounts of Wisconsin Public Service Corporation to the total
capital and surplus accounts of Wisconsin Public Service Corporation) is 25% or greater, then it may not make any dividend payments that would reduce the capitalization ratio below
25% unless thereis no breach of (2) or (3) below; (2) that if the capitalization ratio is 20% or more, but less than 25%, then Wisconsin Public Service Corporation may make dividend
payments that do not exceed 75% of its prior twelve month net income; or (3) that if the capitalization ratio is less than 20%, then Wisconsin Public Service Corporation may make
dividend payments that do not exceed 50% of its prior twelve month net income.
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. through underwriters,
. through agents, or
. directly to alimited number of institutional purchasers or to asingle purchaser.

Asrequired by applicable law, these underwriters or agents will be registered broker-dealers or associated persons of registered broker-dealers acting in that capacity. We will
describe the plan of distribution for any particular offering of the securitiesin the corresponding prospectus supplement, in accordance with applicable law.

The prospectus supplement will set forth the terms of the offering of the securities, including the following:

. the name or names of any underwriters,

. the purchase price and the proceeds we will receive from the sale;

. any underwriting discounts and other items constituting underwriters' compensation;

. any initial public offering price and any discounts or concessions allowed or reallowed or paid to dealers; and
. any securities exchanges on which the securities of the series may be listed.

If underwriters are used in the sale, the securities will be acquired by the underwriters for their own account and may be resold from time to time in one or more transactions,
including negotiated transactions, at a fixed public offering price or at varying prices determined at the time of sale. The securities may be either offered to the public through
underwriting syndicates represented by managing underwriters or by underwriters without a syndicate. The obligations of the underwriters to purchase securities will be subject to
conditions precedent and the underwriters will be obligated to purchase all the securities of aseriesif any are purchased. Any initial public offering price and any discounts or
concessions allowed or reallowed or paid to dealers may be changed from timeto time.

We may sell Securities directly or through agents designated by us from time to time. The applicable prospectus supplement will name any agent involved in the offer or sale of the
securities, and will set forth any commissions payable by us to that agent. Unless otherwise indicated in the prospectus supplement, any agent will be acting on a best efforts basis for
the period of its appointment.

Agents and underwriters may be entitled to indemnification by us against civil liabilities arising out of this prospectus, including liabilities under the Securities Act of 1933, or to
contribution with respect to payments which the agents or underwriters may be required to make relating to those liabilities. Agents and underwriters may be customers of, engage in
transactions with, or perform servicesfor, usin the ordinary course of business.

Each series of debt securities will be anew issue of securities with no established trading market. Any underwriter may make a market in the securities, but will not be obligated to
do so and may discontinue any market making at any time without notice. No assurance can be given asto the liquidity of the trading market for any securities.
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LEGAL MATTERS

Foley & Lardner, 777 East Wisconsin Avenue, Milwaukee, Wisconsin 53202, our counsel, will pass upon the validity of the debt securities and common stock with attached
common stock purchase rights offered pursuant to this prospectus and the prospectus supplements.

EXPERTS

The financial statements as of the years ended December 31, 2002 and 2001 and for each of the three yearsin the period ended December 31, 2002 and the related financial statement
schedules incorporated in this prospectus in the registration statement by reference from our Current Report on Form 8-K dated August 1, 2003 (which report expresses an unqualified
opinion and includes an explanatory paragraph relating to the adoption of EITF Issue 02-03, "Issues Involved in Accounting for Derivative Contracts Held for Trading Purposes and
Contracts Involved in Energy Trading and Risk Management Activities") have been audited by Deloitte & Touche LLP, independent auditors, as stated in their report, whichis
incorporated herein by reference and have been so incorporated in reliance upon the report of such firm given upon their authority as expertsin accounting and auditing.
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Integrys Holding 424B5 11/16/2005

Section 1: 424B5 (424B5)

QuickLinks -- Click here to rapidly navigate through this document

Filed pursuant to Rule 424B5
File No. 333-124446

PROSPECTUS SUPPLEMENT
(To Prospectus Dated June 8, 2005)

4,600,000 shares

WPS RESOURCES CORPORATION
Common shares

Weare selling 1.9 million shares of our common stock. J.P. Morgan Securities Inc. or one of its affiliatesis, at our request, borrowing and selling 2.7 million shares of our common stock
in connection with aforward sale agreement between us and an affiliate of J.P. Morgan Securities Inc., whom we refer to as the forward purchaser.

Wewill not receive any proceeds from the sale of shares of common stock by the forward purchaser. We expect to settle the forward sale agreement and receive proceeds, subject to
certain adjustments, from the sale of those shares only upon future stock settlements of the forward sale agreement on adate or dates specified by us within approximately one year
from the date of this prospectus supplement. If we elect to settle the forward sale agreement in cash, we may not receive any proceeds or we may owe cash to the forward purchaser. See
"Underwriting—Forward sale agreement”.

Our common stock islisted on the New Y ork Stock Exchange under the symbol "WPS'. On November 15, 2005, the last sale price of our common stock, as reported in the New Y ork
Stock Exchange, was $53.70 per share.

Per Share Total
Public Offering Price $ 53.700 $ 247,020,000
Underwriting discounts and commissions $ 1.745 $ 8,027,000
Proceeds to us, before expensest) $ 51.955 $ 238,993,000
1) We will receive estimated net proceeds, before expenses, of $98,714,500 upon settlement of our offering of common stock and expect to receive the proceeds upon physical settlement of the forward sale agreement, subject to certain

adjustments pursuant to the forward sale agreement, which will be within approximately one year from the date of this prospectus supplement. For purposes of calculating the aggregate net proceeds, we have assumed that the forward
sale agreement is physically settled based upon the aggregate initial forward sale price of $51.955. See "Underwriting—Forward sale agreement”.

We have granted the underwriters an option to purchase up to an additional 690,000 shares of our common stock at the public offering price, less the underwriting discounts and
commissions, within 30 days from the date of this prospectus supplement to cover over-allotments.

See" Risk factors" beginning on page S-9 for a discussion of certain risk factorsthat prospectiveinvestorsshould consider beforeinvestingin our common stock.

Neither the Securitiesand Exchange Commission nor any state securities commission has approved or disapproved of these securitiesor passed upon the accuracy of this prospectus
supplement or the accompanying prospectus. Any representation to the contrary isa criminal offense.

The underwriters expect to deliver the shares of common stock to purchasers on or about November 21, 2005.

Joint Book-Running Managers

JPMorgan Banc of America SecuritiesLLC
Sole Structuring Agent
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The date of this prospectus supplement is November 15, 2005.
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Y ou should rely only on the information contained in this prospectus supplement, the accompanying prospectus and the documents we have incorporated by reference. We have not
authorized anyone to provide you with different information. We are not making an offer of the shares of common stock in any state which does not permit their offer or sale. You
should not assume that the information provided by this prospectus supplement or the accompanying prospectus, or the information we have previously filed with the Securities and
Exchange Commission that we incorporate by reference, is accurate as of any date other than the date thereof. If information in this prospectus supplement updatesinformation in the
accompanying prospectus, this prospectus supplement will apply and will supersede that information in the prospectus. For purposes of this prospectus supplement and the

accompanying prospectus, unless the context otherwise indicates, when we refer to "us," "we," "our," "ours," or the "Company" we are describing WPS Resources Corporation,

including, as appropriate, its subsidiaries.

Summary

This summary provides an overview of the Company and its subsidiaries and certain key aspects of the offering. This summary is not complete and does not contain all of the
information you should consider before purchasing our common stock. Before purchasing our common stock, you should read carefully all of the information contained or

incorporated by reference in this prospectus supplement and the accompanying prospectus, including the "Risk factors" section.

The Company

We are based in Green Bay, Wisconsin and were incorporated in Wisconsin in 1993 as a holding company for regulated utility and nonregul ated business units. Our principal
subsidiaries are Wisconsin Public Service Corporation ("WPSC"), aregulated electric and natural gas utility that generates and distributes energy in northeastern Wisconsin and an
adjacent portion of the Upper Peninsula of Michigan; Upper Peninsula Power Company ("UPPCQO"), aregulated electric utility operating in the northern half of Michigan's Upper

Peninsula; WPS Energy Services, Inc. ("ESI"), anonregulated energy marketing and services company; WPS Power Development, LLC ("PDI"), anonregulated electric generation

company; and WPS Investments, LLC, anonregulated company that holds, asits primary assets, our ownership interests in American Transmission Company, LLC and Guardian
Pipeline, LLC. We recently agreed to purchase the regulated Minnesota and Michigan natural gas distribution operations of Aquila, Inc., a Kansas City-based energy holding company.

The details of the pending Aquilaacquisitions are discussed below in the "Recent developments" section of this prospectus supplement summary.

Percentages of our consolidated earnings for the year ended December 31, 2004 and total assets as of December 31, 2004, by segment, are presented below:

Our principal executive offices are located at 700 North Adams Street, P.O. Box 19001, Green Bay, Wisconsin 54307-9001. Our telephone number is (800) 450-7260.

Recent developments

S1
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Pending acquisition of Aquila's Minnesota and Michigan natural gas distribution operations

On September 21, 2005, two newly formed, wholly owned, direct subsidiaries of the Company, WPS Minnesota Utilities, Inc. and WPS Michigan Utilities, Inc., each entered into an
Asset Purchase Agreement with Aquila, Inc. to collectively acquire Aquila's natural gas distribution operationsin Minnesota and Michigan for approximately $558 million subject to
certain closing and post-closing adjustments, including net plant and certain working capital adjustments. Each transaction requires the approval of the regulatory commission of the
state in which the assets are located and is al so subject to certain other customary conditions and approvals. On November 10, 2005, the Michigan Public Service Commission approved
the acquisition of the Michigan natural gas distribution operations by WPS Michigan Utilities, Inc. We expect that all conditions precedent to closing, including final resolution of
regulatory proceedings, can be met so that closing on both transactions can occur within the first six months of 2006.

We believe that these acquisitions will:

. significantly increase our regulated operationsin growing markets;

. complement our existing Midwest business from a geographical and operational standpoint;

. generate a significant source of stable earnings; and

. improve operational efficiency and reliability, benefiting customersin the communities we serve.

The Minnesota natural gas assets provide gas distribution service to about 200,000 customers throughout the state in 165 cities and communitiesincluding Grand Rapids, Pine City,
Rochester and Dakota County. Annual natural gas throughput is approximately 76.1 billion cubic feet per year, roughly equal to that of our existing regulated natural gas operations.
The Minnesota natural gas distribution operations operate under a cost-of-service environment, and are currently allowed an 11.71% authorized return on equity on a 50% equity
component of the regulatory capital structure.

The Michigan natural gas assets provide gas distribution service to about 161,000 customers, mainly in southern Michigan in 147 cities and communities including Otsego, Grand
Haven and Monroe. Annual natural gas throughput is approximately 36 billion cubic feet per year. Like the Minnesota assets, the Michigan assets al so operate under a cost-of-service
environment and are currently allowed an 11.4% authorized return on equity on a45% equity component of the regulatory capital structure.
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Upon completion of the Aquilaacquisitions, our regulated utility markets will consist of the following service territories:

Assuming we had purchased Aquila's Minnesota and Michigan natural gas distribution operations as of December 31, 2004, our regulated gas utilities would have served roughly
666,000 natural gas customers with annual natural gas throughput of 189 billion cubic feet. After taking into account WPSC's and UPPCO's existing 473,000 el ectric customers, we would
have served over 1,139,000 regul ated gas and el ectric customers.

Business overview

Wisconsin Public Service Corporation

WPSC isaregulated electric and natural gas utility serving an 11,000 square mile service territory in northeastern Wisconsin and an adjacent portion of the Upper Peninsula of
Michigan. It began operationsin 1883. At December 31, 2004, WPSC served 421,159 retail electric customers and 305,648 retail natural gas customers. WPSC provides wholesale electric
service to various customers, including municipal utilities, electric cooperatives, energy marketers, other investor-owned utilities and municipal joint action agencies. Total revenuesin
2004 consisted of 87% retail sales and 13% wholesale sales.

As of December 31, 2004, WPSC owned electric generation facilitieswith atotal rated capacity of approximately 2,200 MW. In 2005, WPSC sold itsinterest in the Kewaunee nuclear
power plant. Based on our percentage ownership of the Kewaunee nuclear power plant, our portion of the total plant capacity was approximately 338 MW. We have contracted for the
same portion of total plant capacity from the Kewaunee nuclear power plant under a purchase power agreement through 2013. WPSC also owned 122 electric distribution substations
and 20,897 miles of electric distribution lines. Natural gas propertiesincluded approximately 7,483 miles of natural gas main, 86 gate and city regulator stations and 284,104 |ateral
Services.

S3

Upper Peninsula Power Company
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UPPCQ is aregulaied electrie ytility serving a 4,500 square mile area of Michigan's Upper Peninsula. It began operationsin 1884. At December 31, 2004, UPPCO pr&?i@?ﬁiﬂ@éﬁri c
service to 51,905 customers and wholesale electric service to 36 customers. Total revenuesin 2004 consisted of 83% retail sales and 17% wholesale sales.

At December 31, 2004, UPPCO owned electric generation facilities with atotal rated capacity of approximately 80 MW and 3,070 miles of electric distribution lines.
WPSEnergy Services, Inc.

ESI isanonregulated indirect subsidiary that offers nonregulated natural gas, electric and alternate fuel supplies, aswell as energy management and consulting services, to retail and
wholesal e customers primarily in the northeastern quadrant of the United States and eastern portions of Canada. It was established in 1994. Most of its revenues are derived from sales
of electricity and natural gas. ES| had net income of $36.7 million in 2004 and assets of $1.0 billion at December 31, 2004.

WPS Power Development, LLC

PDI isanonregulated indirect subsidiary that owns and operates generation facilitiesin the United States and Canada and sells energy and capacity primarily to or through ESI. It was
established in 1995. PDI currently owns, directly or through its subsidiaries, 830 MW of electric generation capacity in Wisconsin, Maine, Pennsylvaniaand New Y ork in the United
States and New Brunswick in Canada; a 23.3% interest in a synthetic fuel processing facility located in Kentucky; and steam production facilities located in Arkansas and Oregon. PDI
had net income of $5.0 million in 2004 and assets of $380.5 million at December 31, 2004.

WPS Investments, LLC

WPS Investments is a nonregul ated subsidiary that holds our 28.2% interest in American Transmission Company, LLC and 33.3% interest in Guardian Pipeline, LLC. It was established
in 2000. American Transmission Company, LLC isamulti-state transmission-only utility providing electric transmission service in an areafrom the Upper Peninsula of Michigan
throughout the eastern half of Wisconsin and into portions of 11linois. American Transmission Company, LLC has 8,900 miles of high-voltage transmission lines and 460 substations
which provide communities with accessto local and regional energy sources. Guardian Pipeline, LLC owns and operates a 142-mile, 36-inch gas transmission pipeline extending from
Joliet, lllinoisto Ixonia, Wisconsin.

Since December 31, 2004, WPS Investments' ownership interest in American Transmission Company, LLC hasincreased from 22.6% to 28.2% at September 30, 2005, and will continue to
increase as WPS Investments continues to fund the construction of the Wausau, Wisconsin to Duluth, Minnesota transmission line and receive equity interest in American
Transmission Company, LL C as consideration for such funding. Allete, Inc. has an option to fund a portion of thisline and intends to fund $60 million by the end of 2006. Thiswould
ultimately reduce the amount of additional equity that we have the right to acquire in American Transmission Company, LLC.
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Our strategy

The primary focus of our business plan isthe creation of long-term value for our sharehol ders (through growth, operational excellence and asset management) and the continued
emphasis on reliable, competitively priced and environmentally sound energy services for our customers. We seek a complementary portfolio of utility and nonregulated growth, but we
are focusing on regulated growth. The essential components of our business plan are as follows:

Maintain a strong utility base

WPSC is expanding its generation fleet in order to meet growing electric demand and ensure the continued reliability of energy services. Construction isin-process on the 500 MW,
coal-fired Weston 4 base-load power plant near Wausau, Wisconsin. In 2004, WPSC entered into an agreement with Dairyland Power Cooperative that allows Dairyland Power
Cooperative to acquire a 30% undivided interest in the Weston 4 electric generation plant. WPSC anticipates closing on the agreement with Dairyland Power Cooperative by the end of
2005, at which time Dairyland Power Cooperative will remit payment to WPSC in an amount equal to 30% of the total costs already incurred by WPSC related to Weston 4 and thereafter
will fund 30% of the future costs of Weston 4's construction, operation (including administrative and indirect costs), and fuel and maintenance costs.

We are currently seeking to expand our utility base through the acquisition of Aquila's natural gas distribution operations. See "Recent developments.”

In 2004, WPSC signed power sales contracts with Consolidated Water Power through December 31, 2017, and Wisconsin Public Power Inc. through April 30, 2021, to support growth
beyond the normal utility growth rate.

Strategically grow nonregulated businesses

ESI| seeksto grow its electric and natural gas business, targeting growth in the northeastern United States and adjacent portions of Canada (through strategic acquisitions, market
penetration of existing businesses and new product offerings), the areas in which ESI has the most market expertise. The acquisition of Advantage Energy in July 2004 provided ESI
with enhanced opportunities to compete in the New Y ork market and had a positive impact on ESI's margin in the first nine months of 2005. PDI focuses on optimizing the operational
efficiency of its existing portfolio of assets, pursuing compatible power development projects and acquiring generation assets that strategically fit with ESI's customer base and market
expertise.

Integrate resources to provide operational excellence

We are committed to integrating the resources of our business units (in accordance with any applicable regulatory restrictions) by leveraging their individual capabilities and expertise
across the Company. Since August 2004, we have had one executive management team overseeing the operations of both ES| and PDI. ESI manages the operation of PDI's merchant
generation fleet to reduce market price risk through the use of various financial instruments (such as forwards, futures, options and swaps) to provide more predictable revenues and
margin. ES| aso locksin future fuel costs for the period of fixed sales agreements, thereby locking in future margins.
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Place strong emphasis on asset management

Under our asset management strategy, we seek to acquire and dispose of assetsin amanner that enhances our earnings capability. We seek to acquire assets that compliment our
existing businesses and strategy, such as the acquisition of the natural gas distribution operations of Aquilaand the acquisition of Advantage Energy.
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redeployment of these proceeds into more profitable investments. An example of this strategy is the sale of Sunbury's allocated emission allowances completed in May 2005 for
$109.9 million. The sale of the emission allowances enabled Sunbury to eliminate its non-recourse debt obligation, and provided PDI with more time to consider various alternatives for
the Sunbury plant. WPSC also sold itsinterest in the Kewaunee nuclear power plant in July 2005 allowing it to transfer financial and operational risk from its electric customers and our
shareholdersto a subsidiary of Dominion Resources, Inc., to achieve greater certainty of future energy costs through a purchase power agreement, and to return the non-qualified
decommissioning funds to electric customers. The proceeds from the sale have been redeployed to fund the construction of other utility projects such as the Weston 4 generation
facility.

Focus on maintaining a strong investment grade profile and high level of liquidity

Our senior unsecured debt ratings are"A" from Standard & Poor's Rating Group and "A1" from Moody's Investor Services, Inc. With the announcement of our proposed acquisition of
Aquila's Minnesota and Michigan natural gas distribution operations, S& P placed our credit ratings on CreditWatch with negative implications and Moody's affirmed our ratings but
changed its rating outlook from stable to negative. WPSC's senior secured debt ratings are "A+" from Standard & Poor's Rating Group and "Aa2" from Moody's Investor Services, Inc.
Wewill continue to combine a disciplined approach to capital spending with our continuous focus on improving operating margins to optimize our cash flow generation. Additionally,
we seek to maintain our credit ratios at levels that support our current credit ratings and allow us to respond to the capital needs of our operating businesses.
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Summary consolidated financial information

The following table sets forth our selected financial information on a consolidated basis. You should read the following table in conjunction with the consolidated financial
statements and notes included in our Annual Report on Form 10-K for the year ended December 31, 2004, as updated by our Current Report on Form 8-K dated August 25, 2005,
and in our Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, all of which are incorporated by reference into this prospectus supplement and the
accompanying prospectus. The data presented for the years ended December 31 isderived from audited financial statements. Amounts presented are in millions, except per share
amounts.

Nine Months Ended

September 30, Years Ended December 31,
2005 2004 2004 2003 2002
(unaudited)
Income Statement Data:
Operating revenues $4,571.7 $3,538.4 $4,950.8 $4,402.5 $1,548.3
Operating income $172.2 $126.3 $169.0 $114.2 $151.1
Income available for common shareholders $138.0 $82.0 $139.7 $94.7 $109.4
Average number of shares of common stock outstanding 38.0 37.2 374 33.0 317
Basic earnings per average share of common stock $3.63 $2.20 $3.74 $2.87 $3.45
Diluted earnings per average share of common stock $3.60 $2.19 $3.72 $2.85 $3.42
Dividends per share of common stock $1.68 $1.65 $2.20 $2.16 $2.12
At September 30, At December 31,
2005 2004 2004 2003
(unaudited)
Balance Sheet Data:
Total assets $5,478.5 $4,334.8 $4,376.8 $4,296.5
Property, plant & equipment, net 2,056.0 2,001.29 2,0765 1,900.2
Capitalization:
Long-term debt, including current portion 8733 875.1 8724 9285
Note payable to deferred stock trust 515
Preferred stock of subsidiary with no mandatory redemption 511 51.1 51.1 511
Common stockholders' equity 1,165.4 1,055.7 1,091.8 1,003.2
Total capitalization $2,089.8 $1,981.9 $2,015.3 $2,034.3
(] Includes the assets of Sunbury, which as of September 30, 2004 were included in assets held for sale.
S7
The offering

Weare selling 1.9 million shares of our common stock and the forward purchaser is selling 2.7 million shares of our common stock in connection with the execution of the forward sale
agreement between us and the forward purchaser. See "Underwriting."
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Common stock offered by us 1.9 million shares

Common stock offered by the forward purchaser 2.7 million shares

Common stock outstanding after this offering, but excluding any shares of

common stock to be issued upon settlement of the forward sale agreement(l) 39,994,761 shares

Common stock outstanding assuming physical settlement of the forward sale

agreement() 42,694,761 shares

Current Common Stock Dividend Rate $0.565 per quarter

Range of High and Low Sales Prices per Share of Common Stock (January 1, 2005

through November 15, 2005) $60.00 - $47.67

New York Stock Exchange Symbol WPS

Use of Proceeds We will use the net proceeds that we receive from the sale of common stock offered by usto
reduce short-term debt, to fund equity to subsidiary companies and for general corporate
purposes.

Use of Proceeds upon physical settlement of the forward sale agreement Wewill use any net proceeds that we receive upon physical settlement of the forward sale

agreement to partially finance our proposed acquisition of the Minnesota and Michigan natural
gas distribution operations of Aquilaand for general corporate purposes. For more information,
see "Recent developments" and "Use of proceeds."

(1) The number of shares of common stock outstanding (a) after the offering, but excluding any shares of common stock to be issued upon physical settlement of the forward sale agreement and (b) after the offering and physical settlement of
the forward sale agreement is based on 38,094,761 shares outstanding as of October 31, 2005. The number of shares of common stock offered and to be outstanding does not include:

690,000 additional shares of common stock that the underwriters have an option to purchase from us within 30 days of the date of this prospectus supplement; and

. shares issued under our Stock Investment Plan or our employee or director benefit or compensation plans after October 31, 2005.
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Risk factors

You should carefully consider the following risk factors, aswell as the other information included or incor porated by reference in this prospectus supplement and the accompanying
prospectus, before making an investment in our common stock. The risks and uncertainties described below are not the only ones we face. Additional risks and uncertainties not
presently known or that we currently believe to be immaterial may also adversely affect us.

We may not successfully integrate pending or future acquisitionsinto our operationsor otherwise achieve the anticipated benefits of those acquisitions.

As part of our growth strategy, we continue to pursue a disciplined acquisition strategy. While we expect to identify cost savings and growth opportunities before we acquire
companies or assets, we may not be able to achieve these anticipated benefits due to, anong other things:

. delays or difficultiesin completing the integration of acquired companies or assets;

. higher than expected costs or a need to allocate additional resources to manage unexpected operating difficulties;
. parameters imposed or delays caused by regulatory agencies;

. reliance on inaccurate assumptions in evaluating the expected benefits of a given acquisition;

. inability to retain key employees or customers of acquired companies; and

. assumption of liabilities not identified in the due diligence process.

These risks apply to our pending acquisition of Aquila's Minnesota and Michigan natural gas distribution operations.
We may not complete construction projects within estimated project costs.

WPSC is currently in the process of constructing the 500 MW Weston 4 base-load generation facility at an estimated cost of $779 million (including the unit trains). It is also
considering the possible construction of an additional generation facility in the future, which is not yet sited. These and other projects also may be subject to joint ownership or
operation agreements, completion of which will impact estimated project costs.

These are very large and complex construction projects, subject to numerous unpredictable events that could affect our ability to timely complete construction of these projects within
estimated costs. We may not be able to meet these construction estimates due to, among other things:

fluctuating or unanticipated construction costs;
supply delays;

legal claims; and

environmental regulation.

We may not utilize Section 29 synthetic fuel production tax credits.

We have significantly reduced our consolidated federal income tax liability for the past several years through tax credits available to us under Section 29 of the Internal Revenue Code
for the production and sale of solid synthetic fuel from coal. We have not fully utilized Section 29 tax credits previously available to us. Our ability to fully utilize the Section 29 tax
credits available to usin connection with our interest in the production facility will depend on whether the amount of our federal taxable income and related income tax liability is
sufficient to permit
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the use of such credits. The Internal Revenue Service strictly enforces compliance with all of the technical requirements of Section 29. Section 29 tax credits are currently scheduled to
expire at the end of 2007.
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Any digall owance of some or all of those tax credits would materially affect our tax obligations and may also result in areduction of the level of synthetic fuel prodBEtgiY S 1REFAcility,
thus reduci ng the Rkeithood and amount of future payments from other participantsin the project. Future tax legislation and Internal Revenue Service review may also alect the value of
the credits and of our share of the facility. At thistime, we cannot predict the potential for or the outcome of any Internal Revenue Service review.

We may not earn Section 29 synthetic fuel production tax credits or match related hedge earningsto production dueto increasing oil prices.

The Internal Revenue Code provides section 29 tax credits based on the price of oil. Asthe price of ail rises above certain thresholds, the allowable credit decreases. If the price of oil
rises high enough, the credit is eliminated. In order to manage exposure to the risk that an increase in oil prices could reduce or eliminate the recognizable amount of Section 29 credits,
PDI has entered into a series of derivative contracts (options) covering a specified number of barrels of oil. These derivatives mitigate Section 29 tax credit exposure related to rising oil
pricesin 2005, 2006 and 2007. However, the accounting period in which gains on these hedge agreements are recognized may not coincide with the accounting period projected for
recognition of tax credits. Asaresult, if the price of oil rises above the Internal Revenue Code thresholds, income may be recognized in periods other than the period for which the
section 29 tax credits are projected.

Our operations are subject to risks beyond our control, including but not limited to weather, terrorist attacks or related acts of war.

Our revenues are affected by the demand for electricity and natural gas. That demand can vary greatly based upon:

. weather conditions, seasonality and temperature extremes;
. fluctuations in economic activity and growth in our regulated service areas, as well as the northeast quadrant of the United States and adjacent portion of Canada; and
. the amount of additional energy available from current or new competitors.

Weather conditions directly influence the demand for electricity and natural gas and affect the price of energy commodities.

In addition, the cost of repairing damage to our facilities due to storms, natural disasters, wars, terrorist acts and other catastrophic events, in excess of reserves established for such
repairs, may adversely impact our results of operations, financial condition and cash flows. The occurrence or risk of occurrence of future terrorist activity and the high cost or potential
unavailability of insurance to cover such terrorist activity may impact our results of operations and financial condition in unpredictable ways. These actions could also result in
disruptions of power and fuel markets. In addition, our natural gas distribution system and pipelines could be directly or indirectly harmed by future terrorist activity.
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Costs of environmental compliance, liabilities, fines, penalties and litigation could exceed our estimates.

Compliance with current and future federal and state environmental laws and regulations may result in increased capital, operating and other costs, including remediation and
containment expenses and monitoring obligations. Management cannot predict with certainty the amount and timing of all future expenditures (including the potential or magnitude of
fines or penalties) related to environmental matters because of the difficulty of estimating clean-up and compliance costs, and the possibility that changes will be made to the current
environmental laws and regulations. Any future changesin the interpretation of the Clean Air Act's New Source Review provisions could potentially increase our operating and
maintenance costs substantially.

On March 15, 2005, the United States Environmental Protection Agency adopted the Clean Air Mercury Rule, which isintended to reduce mercury emissions from coal-fired generation
plants. The United States Environmental Protection Agency has also issued the Clean Air Interstate Rule requiring reductions of sulfur dioxide and nitrogen oxide emissions. In
addition, the possibility exists of future regulation of greenhouse gases emitted from generation facilities. We cannot be certain how these rules will affect us. Thereis also uncertainty
in quantifying liabilities under environmental laws that impose joint and several liabilities on all potentially responsible parties.

Citizen groups that feel there are compliance issues not sufficiently enforced by environmental regulatory agencies may bring citizen enforcement actions against us. Such actions could
seek penalties, injunctive relief and costs of litigation. The Sierra Club and Clean Wisconsin recently filed a complaint in the United States District Court, Eastern District of Wisconsin,
claiming that WPSC's Pulliam facility violated provisions of itsair permit.

In 2004, the Sierra Club filed a petition challenging the air permit related to the Weston 4 electric generation plant currently under construction. A decision on the suit is anticipated in
January 2006. If the decision requires modifications to the air permit, construction delays and/or increased construction costs could result.

Any changein our ability to sell electricity generated from our nonregulated facilities at market based rates may impact earnings.

The Federal Energy Regulatory Commission has authorized usto sell generation from our nonregulated facilities at market prices. The Federal Energy Regulatory Commission retains the
authority to modify or withdraw our market based rate authority. If the Federal Energy Regulatory Commission determines that the market is not workably competitive, that we possess
market power or that we are not charging just and reasonable rates, it may require our nonregulated subsidiaries to sell power at a price based upon the costsincurred in producing the
power. Our revenues and profit margins may be negatively affected by any reduction by the Federal Energy Regulatory Commission of the rates we may receive.

Fluctuating commodity prices may reduce regulated and nonregulated energy margins.

Our regulated energy margins are directly affected by commodity costs related to coal, natural gas and other fuels used in the electric generation process. The commodity price of
market purchases of electricity also directly affects our regulated energy margins.
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Higher commodity priceswill increase energy prices and may impact customer demand for energy in the nonregulated market and increase counter party risk. This may stress margins at
our nonregul ated subsidiaries.

PDI and ESI may experience increased expenses, including interest costs and uncollectibles, higher working capital requirements and possibly some reduction in volumes sold asa
result of any increasein the cost of fuel or purchased power. If market prices for electric energy decline below the cost of production at our nonregulated facilities, these units may be
temporarily shut down and alternative sources of energy found to meet energy commitments.

We are subject to changes in government regulation, which may have a negative impact on our business, financial position and results of operations.
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recover 'E?)estostafraﬁnrgyutﬁlW'(::eusxgrpr?é?"s. In particular, the Public Service Commission of Wisconsin, Michigan Public Service Commission, Federal Energy Regulatory Commission,
Securities and Exchange Commission, United States Environmental Protection Agency, and the Wisconsin Department of Natural Resources regulate many aspects of our utility
operations, including siting and construction of facilities, conditions of service, theissuance of securities, and the rates that we can charge customers. We are required to have
numerous permits, approvals and certificates from these agencies to operate our business. Our acquisition of Aquila's natural gas distribution operationsin Minnesotaand Michiganis

subject to the approval of the regulatory commission of each state in which the assets are | ocated.

The rates our regulated utilities are allowed to charge for their retail and wholesale services are some of the most important itemsinfluencing our business, financial position, results of
operations and liquidity. WPSC currently has an application filed with the Public Service Commission of Wisconsin for increasesin retail electric and natural gasrates. A decision on
the application is expected to be effective January 1, 2006.

We are unabl e to predict the impact on our business and operating results from the future regulatory activities of any of these agencies. Changesin regulations or the imposition of
additional regulations may require usto incur additional expenses or change business operations, which may have an adverse impact on our results of operations. In addition, federal
regulatory reforms may produce unexpected changes and costsin the public utility industry.

We are subject to provisions that can limit merger and acquisition opportunitiesfor our shareholders.

The Wisconsin Public Utility Holding Company Law precludes the acquisition of 10% or more of the voting shares of a holding company of a Wisconsin public utility unless the Public
Service Commission of Wisconsin has first determined that the acquisition isin the best interests of utility consumers, investors and the public. Those interests may, to some extent, be
mutually exclusive. This provision and other requirements of the Wisconsin Public Utility Holding Company Law may delay, or reduce the likelihood of, asale or change of control of
the Company, thus reducing the likelihood that shareholders will receive atakeover premium for their shares.
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Provisions of our articles of incorporation and bylaws may delay or frustrate the removal of incumbent directors and may prevent or delay a merger, tender offer or proxy contest
involving our company that is not approved by our board of directors, even if the sharehol ders believe that such events may be beneficial to their interests. In addition, our sharehol der
rights plan may have anti-takeover effects by delaying, deferring or preventing an unsolicited acquisition proposal not approved by our board of directors, even if the shareholders
believe that the proposal may be beneficial to their interests. Further, the Wisconsin Business Corporation Law contains provisions that may have the effect of delaying or making more
difficult attempts by othersto obtain control of our company without the approval of our board of directors.

For further information please see the following sections of the accompanying prospectus: "Description of common stock—Provisions of our restated articles of incorporation with
possible anti-takeover effects"; "Description of common stock—Statutory provisions with possible anti-takeover effects"; and "Description of common stock—Preemptiverights;
common stock purchase rights”.

A reduction in our credit ratings could materially and adversely affect our business, financial position, results of operationsand liquidity.

We cannot be sure that any of our credit ratings will remain in effect for any given period of time or that a credit rating will not be lowered by arating agency if, in itsjudgment,
circumstancesin the future so warrant. Any downgrade could:

increase our borrowing costs;

require usto pay ahigher interest rate in future financings and possibly reduce the potential pool of creditors;
increase our borrowing costs under certain of our existing credit facilities;

limit our access to the commercial paper market; and

limit the availability of adequate credit support for ESI's operations.

e o o o o

Actual results could differ from estimates used to prepare our financial statements.

In preparing the financial statementsin accordance with generally accepted accounting principles, management must often make estimates and assumptions that affect the reported
amounts of assets, liabilities, revenues, expenses and related disclosures at the date of the financial statements and during the reporting period. Some of those judgments can be
subjective and complex, and actual results could differ from those estimates. For more information about these estimates and assumptions, see "Management's Discussion and Analysis
of Financial Condition and Results of Operations—Critical Accounting Palicies" in our Current Report on Form 8-K dated August 25, 2005, which revises certain financial statements
and related disclosures for al periods presented in our 2004 Annual Report on Form 10-K for the year ended December 31, 2004. The Form 8-K and Form 10-K are both incorporated by
reference in this prospectus supplement and the accompanying prospectus.

The use of derivative instruments could result in financial losses and liquidity constraints.
We use derivative instruments, including futures, forwards, options and swaps, to manage our commaodity and financial market risks. In addition, we purchase and sell commaodity-based
contractsin the natural gas and electric energy markets for trading purposes. In the future, we could recognize financial losses on these contracts as aresult of volatility in the market

values
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of the underlying commaodities or if acounterparty failsto perform under a contract. In the absence of actively quoted market prices and pricing information from external sources, the
valuation of these contracts involves management's judgment or use of estimates. As aresult, changesin the underlying assumptions or use of alternative valuation methods could
affect the reported fair value of these contracts.

For additional information concerning derivatives and commodity-based trading contracts, see Note 3—"Risk Management Activities" in our Current Report on Form 8-K dated
August 25, 2005, which revises certain financial statements and related disclosures for all periods presented in our 2004 Annual Report on Form 10-K for the year ended December 31,
2004. The Form 8-K and Form 10-K are both incorporated by reference in this prospectus supplement and the accompanying prospectus.

We may issue additional shares of common stock and thereby materially and adversely affect the price of our common stock.

Other than for aperiod of 90 days following this offering, we are generally not restricted from issuing additional common stock. See "Underwriting—Restrictions on sales of similar
securities". We issue new shares on aregular basis under our Stock Investment Program. If weissue additional shares of common stock, it may materially and adversely affect the price
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Settlement provisions contained in the forward sale agreement subject usto certain risks.

The forward purchaser will have the right to accelerate the forward sal e agreement and require us to settle on a date specified by the forward purchaser if (1) in its reasonable judgment,
itisunable to continue to borrow a number of shares of our common stock equal to the number of sharesto be delivered by us under the physical settlement of the forward sale
agreement, (2) we declare any dividend or distribution on shares of our common stock payablein (i) cash in excess of the specified amount, (ii) securities of another company, or (iii) any
other type of securities (other than our common stock), rights, warrants or other assets for payment at less than the prevailing market price, as determined in the forward purchaser's
judgment, (3) our board of directors votesto approve amerger of the Company or takeover of the Company or other similar transactions that would require our stockholdersto
exchange their shares for cash, securities or other property, (4) we announce or disclose any repurchase of our common stock that alone, or in aggregate with other repurchases, would
result in the amount of shares underlying the forward sale agreement exceeding a certain threshold or (5) certain other events of default or termination events occur, including, among
other things, any material misrepresentation made in connection with entering into the forward sale agreement, our filing for bankruptcy or the delisting of our common stock from the
New Y ork Stock Exchange. The forward purchaser's decision to exerciseitsright to require us to settle the forward sale agreement will be made irrespective of our need for capital. In
such cases, we could be required to issue and deliver common stock under the terms of the physical settlement provisions of the forward sale agreement irrespective of the status of the
Aquilaacquisitions or any other capital needs, which would result in dilution to our earnings per share and return on equity. In addition, upon certain events of bankruptcy, insolvency
or reorganization relating to us, the forward sale agreement will terminate without further liability of either party. Following such termination, we would not issue any shares and we
would not receive any proceeds pursuant to the forward sale agreement.
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The forward sale agreement will settle approximately one year following the date of this prospectus supplement and may be settled earlier at our option. The forward sale agreement will
be physically settled, unless we elect to settle such forward sale agreement in cash. If we decide to physically settle the forward sale agreement, delivery of our shares on any physical
settlement of aforward sale agreement will result in dilution to our earnings per share and return on equity. If we elect cash settlement for all or aportion of the shares of common stock
included in the forward sale agreement, we would expect the forward purchaser to repurchase a number of shares equal to the portion for which we elect cash settlement in order to
cover its obligation to return the shares of our common stock it has borrowed in connection with sales of our common stock under this prospectus supplement. If the market value of
our common stock at the time of the repurchase is above the forward price, we would pay the forward purchaser under the forward sale agreement an amount in cash equal to the
difference. Thus, we would be responsible for a potentially substantial cash payment. See "Underwriting—Forward sale agreement” for information on the forward sale agreement.

In addition, the purchase of our common stock by the forward purchaser to unwind its hedge position could cause the price of our common stock to increase over time, thereby
increasing the amount of cash we would owe to the forward purchaser upon a cash settlement of the forward sale agreement.

In case of our bankruptcy or insolvency, the forward sale agreement will automatically terminate, and we would not receive the expected proceeds from the sale of our shares.

If we file for or consent to a proceeding seeking ajudgment in bankruptcy or insolvency or any other relief under any bankruptcy or insolvency law or other similar law affecting
creditors' rights, or we or aregulatory authority with jurisdiction over us present a petition for our winding-up or liquidation and we consent to such a petition, the forward sale
agreement will terminate. If the forward sale agreement so terminates, we would not be obligated to deliver to the forward purchaser any shares not previously delivered, and the forward
purchaser would be discharged from their obligation to pay the settlement price in respect of any shares not previously settled. Therefore, to the extent that there are any shares with
respect to which the forward sale agreement has not been settled at the time of the commencement of any bankruptcy or insolvency proceedings, we would not receive the settlement
pricein respect of those shares.
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Forward-looking statements

Except for historical dataand statements of current fact, the information contained or incorporated by reference in this prospectus supplement and the accompanying prospectus
constitutes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as
amended. Any referencesto plans, goals, beliefs or expectationsin respect to future events and conditions or to estimates are forward-looking statements. Although we believe that
statements of our expectations are based on reasonable assumptions, forward-looking statements are inherently uncertain and subject to risks and should be viewed with caution.
Actual results or experience could differ materially from the forward-looking statements as aresult of many factors.

In addition to statements regarding trends or estimates in Management's Discussion and Analysis of Financial Condition and Results of Operationsincluded in our Form 10-Ks and
Form 10-Qs, forward-looking statements included or incorporated in this prospectus supplement include, but are not limited to, statements regarding future:

. revenues or expenses,
. capital expenditure projections, and
. financing sources.

Forward-looking statements involve anumber of risks and uncertainties. There are many factorsthat could cause actual resultsto differ materially from those expressed or implied in this
prospectus supplement. Somerisk factors that could cause results different from any forward-looking statement include those described in the "Risk factors" section of this prospectus
supplement. Other factorsinclude:

. receipt of required regulatory approvals for the acquisition of the Minnesota and Michigan natural gas distribution operations from Aquila;

. resolution of pending and future rate cases and negotiations (including the recovery of deferred costs) and other regulatory decisions regarding WPSC and UPPCO;

. the impact of recent and future federal and state regulatory changes, including legislative and regulatory initiatives regarding deregulation and restructuring of the electric utility
industry, changes in environmental, tax, and other laws and regul ations to which we and our subsidiaries are subject, as well as changes in application of existing laws and
regulations;

. current and future litigation, regulatory investigations, proceedings or inquiries, including manufactured gas plant site cleanup and pending Environmental Protection Agency

investigations of WPSC's generation facilities;

resolution of audits by the Internal Revenue Service and various state revenue agencies;

the effects, extent, and timing of additional competition in the markets in which our subsidiaries operate;
the impact of fluctuationsin commodity prices, interest rates, and customer demand;

available sources and costs of fuels and purchased power;

ability to control costs (including costs of decommissioning generation facilities);

investment performance of employee benefit plans;

advances in technol ogy;
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. the performance of projects undertaken by nonregulated businesses and the success of effortsto invest in and develop new opportunities;
. potential business strategies, including acquisitions or dispositions of assets or businesses, which cannot be assured to be completed (such as the acquisition of the Minnesota

and Michigan natural gas distribution operations from Aquila, construction of the Weston 4 generation plant, and construction of the Wausau, Wisconsin, to Duluth,
Minnesota, transmission line);

the direct or indirect effect resulting from terrorist incidents or responses to such incidents;

financial market conditions and the results of financing efforts, including credit ratings and risks associated with commodity prices, interest rates, and counterparty credit;
weather and other natural phenomena; and

the effect of accounting pronouncements issued periodically by standard-setting bodies.

Except to the extent required by the federal securitieslaws, we undertake no obligation to publicly update or revise any forward-looking statements, whether as aresult of new
information, future events or otherwise after the date of this prospectus supplement.

S17

Use of proceeds

Theinformation in this section supplements the information in the "Use of proceeds" section beginning on page 5 of the accompanying prospectus. Please read these two sections
together.

We estimate that we will receive net proceeds of $98,714,500 from the sale of common stock offered by us upon settlement of this offering ($134,563,450 if the over-allotment option is
exercised in full), after deducting the underwriting discount and estimated offering expenses payable by us. We will add the net proceeds from the sal e of our common stock offered by
usto our general funds. We expect to use our general funds to reduce short-term debt, to fund equity to subsidiary companies and for general corporate purposes. On September 30,
2005, we had approximately $138 million of commercial paper borrowings, which had maturities of up to 30 days and had aweighted average annual interest rate of 3.95%.

Wewill not receive any proceeds from the sale of shares of common stock by the forward purchaser. Assuming physical settlement of the forward sale agreement and an initial forward
sale price of $51.955 per share, we expect to receive net proceeds of $140,278,500, subject to certain adjustments pursuant to the forward sale agreement, upon settlement of the forward
sale agreement, which will be within approximately one year from the date of this prospectus supplement. We will use the net proceeds that we receive upon settlement of the forward
sale agreement to partially finance our proposed acquisition of the Minnesota and Michigan natural gas distribution operations of Aquilaand for general corporate purposes. If,
however, we elect to cash settle the forward sale agreement, we would expect to receive an amount of proceeds that is significantly lower than the estimate included in this section or we
may not receive any proceeds.

Before the issuance of shares of our common stock upon settlement of the forward sale agreement, the forward sale agreement will be reflected in our diluted earnings per share
calculations using the treasury stock method. Under this method, the number of shares of our common stock used in calculating diluted earnings per share is deemed to be increased by
the excess, if any, of the number of sharesthat would be issued upon physical settlement of the forward sale agreement over the number of shares that could be purchased by usin the
market (based on the average market price during the period) using the proceeds receivabl e upon settlement (based on the adjusted forward sale price at the end of the reporting
period).
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Price range of common stock and dividends

Our common stock islisted on the New Y ork Stock Exchange under the symbol "WPS". On November 15, 2005, the last sale price of our common stock, as reported in the New Y ork
Stock Exchange, was $53.70 per share. The following table sets forth, for the periods indicated, the cash dividend that we have paid on our common stock and the range of high and low
sale prices for our common stock.

Price Range
Dividends
Share Data Per Share High Low
2005
3rd Quarter $0.565 $60.00 $54.50
2nd Quarter 0.555 56.90 5111
1st Quarter 0.555 54.90 47.67
2004
4th Quarter $0.555 $50.53 $45.35
3rd Quarter 0.555 48.81 44.85
2nd Quarter 0.545 48.70 43.50
1st Quarter 0.545 48.93 44.99
Total $2.200
2003
4th Quarter $0.545 $46.80 $40.94
3rd Quarter 0.545 41.60 38.28

2nd Quarter 0.535 44.28 39.53
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Total $2.160

As of September 30, 2005, there were 20,838 common stock shareholders of record.

We and WPSC have had 47 consecutive years of dividend increases and have paid cash dividends for 65 consecutive years. All shares of our common stock will participate equally
with respect to dividends. As a holding company, our ability to pay dividendsislargely dependent upon the ability of our subsidiaries to pay dividends to us. See "Description of
common stock—Restriction on dividends payable by Wisconsin Public Service Corporation” on page 19 of the accompanying prospectus.

On October 13, 2005, our board of directors declared a quarterly dividend of $0.565 per share of our common stock. The dividend will be paid December 20, 2005 to sharehol ders of
record at the close of business on November 30, 2005.
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Capitalization

The following table sets forth our capitalization at September 30, 2005. The "Pro Forma" column reflects the estimated net proceeds from the issuance of 1.9 million shares of common
stock offered by this prospectus supplement and the accompanying prospectus, before expenses, and excludes the estimated net proceeds from physical settlement of the forward sale
agreement, as this could occur up to approximately one year from the date of this prospectus supplement. It also does not include the net proceeds from the issuance of up to 690,000
shares of common stock issuable upon the exercise of the underwriters' over-allotment option. Y ou should read the information in this table along with the financial information included
or incorporated by reference into this prospectus supplement and the accompanying prospectus.

Actual Pro Forma
At September 30, 2005
(in millions) Amount Percent Amount Percent
(unaudited)

Capitalization:
Long-term debt, including current portion $873.3 41.8% $873.3 39.9%
Preferred stock of subsidiary with no mandatory redemption 51.1 2.4% 51.1 2.3%
Common stockholders' equity 1,165.4 55.8% 1,264.1 57.8%

Total capitalization $2,089.8 100% $2,188.5 100.0%
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Underwriting

In this offering, subject to the terms and conditions set forth in the underwriting agreement, we are selling 1.9 million shares of our common stock and the forward purchaser is, at our
request, borrowing and selling 2.7 million shares of our common stock in connection with the execution of the forward sale agreement between us and the forward purchaser.

J.P. Morgan Securities Inc. and Banc of America Securities LLC are acting as representatives of each of the underwriters named below. Subject to the terms and conditions set forth in
the underwriting agreement, dated November 15, 2005, among us, the forward purchaser and the underwriters, we and the forward purchaser have agreed to sell to the underwriters, and
the underwriters have severally agreed to purchase from us and the forward purchaser, the number of shares listed opposite their names below.

Name Number of Shares
J.P. Morgan Securities Inc. 2,792,200
Banc of America SecuritiesLLC 1,421,400
A.G. Edwards & Sons, Inc. 230,000
Edward D. Jones & Co., L.P. 156,400

Total 4,600,000

The underwriters have agreed to purchase all of the shares of our common stock to be sold under the underwriting agreement, if any of these shares are purchased.

The underwriters are offering the shares of our common stock, subject to prior sale, when, as and if issued to and accepted by them, subject to conditions contained in the underwriting
agreement. The underwriters reserve the right to withdraw, cancel or modify offersto the public and to reject ordersin whole or in part.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act of 1933, or to contribute to payments the underwriters may be
required to make in respect of thoseliabilities.

Forward sale agreement. We have entered into aforward sale agreement on the date of this prospectus supplement with an affiliate of J.P. Morgan Securities Inc., as the forward
purchaser, relating to an aggregate of 2.7 million shares of our common stock. In connection with the execution of the forward sale agreement and at our request, J.P. Morgan
Securities Inc., as agent for its affiliate, is borrowing and selling in this offering 2.7 million shares of our common stock. If the forward purchaser or its affiliate is unable to borrow and
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delivey for sale on the anticipated closing date of the offering all of the shares of our common stock to which the forward sale agreement relates or if the forward ptﬁk‘,‘ﬁa‘éﬁﬂ%ﬁﬁﬁfi liate
determines, In 1ts $olé reasonabl e]uagment, that it is either impracticable to do so or that it is unable to borrow, at a cost not greater than a specified amount per share, and deliver for
sale on the anticipated closing date of the offering all of the shares of our common stock to which the forward sale agreement relates, then the number of shares of our common stock to
which the forward sale agreement relates will be reduced to the number that the forward purchaser or its affiliate can so borrow and deliver at such acost. Under any such circumstance,
the commitments of the underwriters to purchase shares of our common stock, as described above, will be reduced pro ratato reflect the reduction in the number of shares, unlesswe
elect to issue directly to the
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underwriters all or a portion of the number of shares not borrowed and delivered by the forward purchaser. The representatives of the underwriterswill have the right to postpone the
closing date for one day to effect any necessary changes to the documents or arrangements.

Prior to settlement under the forward sale agreement, the forward purchaser will utilize the aggregate net proceeds from the sale of the borrowed shares of our common stock sold in this
offering as cash collateral for the borrowing of shares described above. We will receive an amount equal to the net proceeds from the sale of the borrowed shares of our common stock
sold in this offering, subject to certain provisions of the forward sal e agreement, from the forward purchaser upon physical settlement of the forward sale agreement. We will only
receive such proceeds if we elect to physically settle the forward sale agreement.

The forward sale agreement provides for settlement on a settlement date or dates to be specified at our discretion within approximately one year from the date of this prospectus
supplement. On a settlement date, if we decide to physically settle aforward sale agreement, we will issue shares of our common stock to the forward purchaser at the then-applicable
forward price. Theforward sale price will initially be $51.955 per share, which isthe public offering price of our shares of common stock less the underwriting discount. The forward sale
agreement provides that theinitial forward sale price will be subject to increase based on afloating interest factor equal to the federal funds rate, less a spread, and will be subject to
decrease by $0.565 on November 30, 2005, $0.565 on February 28, 2006, $0.565 on May 31, 2006 and $0.575 on August 31, 2006. The forward sale price will also be subject to decrease if
the cost to the forward purchaser of borrowing our common stock exceeds a specified amount. If the federal funds rate isless than the spread on any day, the interest factor will result in
adaily reduction of the forward sale price. As of the date of this prospectus supplement, the federal funds rate was greater than the spread. Because the quarterly adjustments are
expected to be larger than the cumulative effect of theinterest factor, we expect the cumulative net effect of these adjustmentsto result in adecrease in the forward sale price over time.

Before the issuance of our common stock upon physical settlement of the forward sale agreement, the forward sale agreement will be reflected in our diluted earnings per share
calculations using the treasury stock method. Under this method, the number of shares of our common stock used in cal culating diluted earnings per shareis deemed to be increased by
the excess, if any, of the number of shares that would be issued upon physical settlement of the forward sale agreement over the number of sharesthat could be purchased by usin the
market (based on the average market price during the period) using the proceeds receivabl e upon settlement (based on the adjusted forward sale price at the end of the reporting
period). Consequently, we anticipate there will be no dilutive effect on our earnings per share except during periods when the average market price of our common stock is above the per
share adjusted forward sale price, which isinitially $51.955 (equal to the per share proceeds, before expenses, to us, as set forth in the table on the cover of this prospectus supplement),
subject to increase based on afloating interest factor equal to the federal funds rate, less a spread and less the quarterly adjustments.

Except under limited circumstances described below, we have the right to elect physical stock, or cash settlements under the forward sale agreement. Although we expect to settle
entirely by the delivery of shares of our common stock, we may elect cash settlement for all or a portion of our obligationsif we conclude that it isin our interest to cash settle. For
example,
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we may conclude that it isin our interest to cash settle if one or both of our planned acquisitionsfails to close and we have no current use for all or a portion of the net proceeds. In the
event that we elect to cash settle, the settlement amount will be equal to (1) (a) the agreed forward sale price minus (b) the average volume weighted price calculated within certain
parameters of Rule 10b-18 under the Securities Exchange Act of 1934, as amended, during the period in which the forward purchaser closes out its trading activitiesrelated to the
forward sale agreement and (c) any scheduled decrease in the forward sale price per share occurring during such period; multiplied by (2) the number of shares being settled. If this
settlement amount is a positive number, the forward purchaser will pay usthat amount. If this settlement amount is a negative number, we will pay the forward purchaser the absolute
value of that amount. We would expect the forward purchaser or its affiliate to purchase shares of our common stock in secondary market transactions for delivery to stock lendersin
order to close out its short position. The purchase of our common stock by the forward purchaser could cause the price of our common stock to increase over time, thereby increasing
the amount of shares or cash we owe to the forward purchaser.

The forward purchaser will have the right to accelerate the forward sal e agreement and require us to settle on a date specified by the forward purchaser if (1) in its reasonable judgment,
itisunable to continue to borrow a number of shares of our common stock equal to the number of shares to be delivered by us under physical settlement of the forward sale agreement,
(2) we declare any dividend or distribution on shares of our common stock payable in (a) cash in excess of the specified amount, (b) securities of another company, or (c) any other type
of securities (other than our common stock), rights, warrants or other assets for payment at less than the prevailing market price, as determined in the forward purchaser's judgment,

(3) our board of directors votes to approve amerger or takeover of the Company or other similar transactions that would require our stockholders to exchange their shares for cash,
securities or other property, (4) we announce or disclose any repurchase of our common stock that alone, or in aggregate with other repurchases, would result in the amount of shares
underlying the forward sale agreement exceeding a certain threshold or (5) certain other events of default or termination events occur, including, among other things, any material
misrepresentation made in connection with entering into the forward sale agreement, our filing for bankruptcy or the delisting of our common stock from the New Y ork Stock Exchange.
The forward purchaser's decision to exercise its right to require us to settle the forward sale agreement will be made irrespective of our need for capital. In such cases, we could be
required to issue and deliver common stock under physical settlement of the forward sale agreement irrespective of the status of the Aquilaacquisitions or any other capital needs
which would result in dilution to our earnings per share and return on equity. In addition, upon certain events of bankruptcy, insolvency or reorganization relating to us, the forward
sale agreement will terminate without further liability of either party. Following any such termination, we would not issue any shares and we would not receive any proceeds pursuant to
the forward sale agreement.

Over-allotment option.  In connection with the shares that are being offered, we granted the underwriters an option to purchase up to an additional 690,000 shares of our common
stock at the public offering price, less the underwriting discounts and commissions, within 30 days from the date of this prospectus supplement to cover over-allotments. If the
underwriters exercise this option, each underwriter will be obligated, subject to the conditions contained in the underwriting agreement, to purchase a number of additional shares of our
common stock
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proportionate to the number initially purchased by that underwriter as reflected in the above table.
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Offering i ice, concessions and reallowances.  The underwriters have advised us that they propose initially to offer the shares of our common stock to the publi Eﬁ?ﬁm%ﬁ
offering price on ‘tHe cover pag'é of this prospectus supplement and to certain securities dealers at that price less a concession not in excess of $1.05 per share. The un erriters may
allow and such dealers may reallow, adiscount not in excess of $0.10 per share to other dealers. After we release the shares of common stock for sale to the public, the underwriters may
vary the offering price and other selling terms from time to time.

Electronic prospectus delivery. A prospectus supplement and accompanying prospectus in electronic format may be made avail able on the websites maintained by one or more of the
underwriters or selling group members, if any, participating in the offering. The representatives may agree to allocate a number of shares of our common stock to underwriters for sale to
their online brokerage account holders. The representatives will allocate shares of our common stock to underwriters that may make I nternet distributions on the same basis as other
alocations. Other than the prospectus supplement and prospectus in electronic format, the information on any of these websites and any other information contained on awebsite
maintained by an underwriter or selling group member is not part of this prospectus supplement or prospectus.

Price stabilization, short positions and penalty bids.  In connection with this offering, the underwriters may engage in stabilizing transactions, which involve making bids for,
purchasing and selling shares of common stock in the open market for the purpose of preventing or retarding a decline in the market price of the common stock while this offeringisin
progress. These stabilizing transactions may include making short sales of the common stock, which involves the sale by the underwriters of a greater number of shares of common
stock than they are required to purchase in this offering, and purchasing shares of common stock on the open market to cover positions created by short sales. Short sales may be
"covered" shorts, which are short positionsin an amount not greater than the underwriters' over-allotment option referred to above, or may be "naked" shorts, which are short positions
in excess of that amount. The underwriters may close out any covered short position either by exercising their over-allotment option, in whole or in part, or by purchasing sharesin the
open market. In determining the source of sharesto close out any covered short position, the underwriters will consider, among other things, the price of shares available for purchase
in the open market compared to the price at which they may purchase additional shares pursuant to the over-allotment option. A naked short position is more likely to be created if the
underwriters are concerned that there may be downward pressure on the price of our common stock in the open market after pricing that could adversely affect investors who purchase
in the offering. To the extent that the underwriters create a naked short position, they will purchase shares in the open market to cover the position.

The underwriters may also impose a penalty bid. This occurs when a particular underwriter repays to the other underwriters a portion of the underwriting discount received by it
because the representatives have repurchased shares sold by or for the account of such underwriter in stabilizing or short covering transactions.
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Purchases to cover a short position and stabilizing transactions may have the effect of preventing or retarding a decline in the market price of the common stock and, together with the
imposition of apenalty bid, may stabilize, maintain or otherwise affect the market price of the common stock. As aresult, the price of the common stock may be higher that the price that
otherwise might exist in the open market. If these activities are commenced, they may be discontinued at any time. These transactions may be effected on the New Y ork Stock Exchange,
in the over-the-counter market, or otherwise.

Restrictions on sales of similar securities. We have agreed that, for a period of 90 days after the date of this prospectus supplement, without the prior written consent of the
underwriters, we will not, and we will not permit and will obtain the agreement of our executive officers and directors not to, (1) offer, pledge, announce the intention to sell, sell, contract
to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right or warrant to purchase, or otherwise transfer or dispose of, directly or
indirectly, any shares of our common stock, or any securities convertible or exchangeable for our common stock (including, without limitation, common stock which may be deemed to
be beneficially owned by such directors or executive officersin accordance with the rules and regulations of the SEC and securities which may be issued upon exercise of astock option
or warrant) or (2) enter into any swap or other agreement that transfers, in whole or in part, any of the economic consequences of ownership of our common stock, whether such
transaction isto be settled by the delivery of common stock, such other securities, in cash, or otherwise, except for theissuance or sale of common stock or such securities (a) in this
offering, (b) to the forward purchaser under the forward sale agreement, or (c) under our Stock Investment Plan or any of our existing employee or director benefit or compensation
plans. Notwithstanding the foregoing, our officers and directors, taken as a group, may transfer or sell up to an aggregate of 200,000 shares of our common stock within this 90-day
period without regard to these restrictions.

Passive market making. In connection with this offering, the underwriters and selling group members may engage in passive market making transactionsin the common stock on the
New Y ork Stock Exchange in accordance with Rule 103 of Regulation M under the Exchange Act during a period before the commencement of offers or sales of common stock and
extending through the completion of distribution. A passive market maker must display its bid at aprice not in excess of the highest independent bid of that security. If, however, all
independent bids are lowered below the passive market maker's bid, that bid must then be lowered when specified purchase limits are exceeded.

No public offering outside of the United States. No action has been or will be taken in any jurisdiction (except in the United States) that would permit a public offering of the shares of
our common stock, or the possession, circulation or distribution of this prospectus supplement or the accompanying prospectus or any other material relating to us or the shares of our
common stock in any jurisdiction where action for that purpose is required. Accordingly, the shares of our common stock offered by this prospectus supplement and the accompanying
prospectus may not be offered or sold, directly or indirectly, and this prospectus supplement, the accompanying prospectus and any other offering material or advertisementsin
connection with the shares of our common stock may not be distributed or published, in or from any country or jurisdiction except in compliance with any applicable rules and
regulations of any such country or jurisdiction.
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Other relationships.  Certain of the underwriters and their affiliates have engaged and in the future may engage in investment banking transactions with, and provide services to, us or
our subsidiaries in the ordinary course of business. Affiliates of J.P. Morgan Securities Inc. and Banc of America Securities LLC, the joint book-running managers for this offering, are
lenders under our revolving credit facilities. As discussed above, an affiliate of J.P. Morgan Securities Inc. has entered into a forward sale agreement with us, as described above under
"Forward sale agreement.” J.P. Morgan Securities Inc. also acted as exclusive financial adviser to us and provided a fairness opinion in connection with the pending acquisition of the
Minnesota and Michigan natural gas distribution operations from Aquila.

In addition, because certain net proceeds from the sale of common stock may be paid to affiliates of an underwriter, this offering is being conducted pursuant to Rules 2710(h) and 2720
of the National Association of Securities Dealers, Inc.

Legal matters
Our counsel, Foley & Lardner LLP, Milwaukee, Wisconsin, will issueits opinion as to the validity of the shares of common stock being issued. Schiff Hardin LLP, Washington, D.C., will

issue an opinion for the underwriters as to certain matters relating to the offering of the shares of common stock.

Experts
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The copslislated finangial stahemnepts. the related financial statement schedules, and management's report on the effectiveness of internal control over financial repor
in this prospectus by reference from the Company's Annual Report on Form 10-K for the year ended December 31, 2004, as updated by the Company's Current Report
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on Form 8-K dated

August 25, 2005, have been audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their reports (which reports (1) express an unqualified
opinion on the consolidated financial statements and financial statement schedules and include an explanatory paragraph relating to the adoption of new accounting principles,

(2) express an unqualified opinion on management's assessment regarding the effectiveness of internal control over financial reporting, and (3) express an unqualified opinion on the
effectiveness of internal control over financial reporting), which are incorporated herein by reference and have been so incorporated in reliance upon the reports of such firm given upon

their authority as expertsin accounting and auditing.

Where you can find more information

Wefileannual, quarterly and current reports, proxy statements and other information with the Securities and Exchange Commission. We also filed a Registration Statement on Form S-3,

including exhibits, under the Securities Act of 1933 with respect to the securities offered by this prospectus supplement. This prospectus supplement is a part of that

registration

statement, but does not contain all of the information included in the registration statement or the exhibits to the registration statement. Y ou may read and copy the registration

statement and any other document we file at the Commission's public reference room at 450 Fifth Street, N.W., Washington, D.C., 20549. Please call the Commission at
for further information on the public reference room. Our Securities and Exchange Commission filings are also

S-26

available to the public at the Commission'sweb site at http://www.sec.gov or on our website |ocated at http://www.wpsr.com.

1-800-SEC-0330

The Securities and Exchange Commission allows us to "incorporate by reference" into this prospectus supplement the information we file with it, which means that we can disclose
important information to you by referring you to those documents. The information incorporated by reference is considered to be part of this prospectus, and later information that we
file with the Commission will automatically update and supersede this information. We incorporate by reference the documents listed below that we have previously filed with the

Commission.

SEC Filings

Annual Report on Form 10-K for the year ended December 31, 2004, as updated by Current Report on Form 8-K dated August 25, 2005
(filed with the Commission on August 26, 2005)

Quarterly Report on Form 10-Q for the quarter ended March 31, 2005, as updated by Current Report on Form 8-K dated August 25, 2005
(filed with the Commission on August 26, 2005)

Quarterly Report on Form 10-Q for the quarter ended June 30, 2005

Quarterly Report on Form 10-Q for the quarter ended September 30, 2005

Current Report on Form 8-K dated February 9, 2005

Current Report on Form 8-K dated May 19, 2005

Current Report on Form 8-K dated May 19, 2005

Current Report on Form 8-K dated June 2, 2005

Current Report on Form 8-K dated August 25, 2005, updating Annual Report on Form 10-K for the year ended December 31, 2004 (filed
with the Commission on March 9, 2005) and Quarterly Report on Form 10-Q for the quarter ended March 31, 2005 (filed with the
Commission on May 5, 2005)

Current Report on Form 8-K dated September 15, 2005

Current Report on Form 8-K dated September 21, 2005

Description of Common Stock contained in Registration Statement on Form 8-B

Description of Common Stock Purchase Rights contained in Registration Statement on Form 8-A

Y ou may request a copy of thesefilings, at no cost, by writing to or telephoning us at our principal executive offices:

WPS Resources Corporation
Attn: Secretary

700 North Adams Street

P.O. Box 19001

Green Bay, Wisconsin 54307-9001
(800) 450-7260
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PROSPECTUS

WPS RESOURCES CORPORATION
700 North Adams Str eet
P.O. Box 19001
Green Bay, Wisconsin 54307-9001

$450,000,000
DEBT SECURITIES

COMMON STOCK
COMMON STOCK PURCHASE RIGHTS

Date Filed

March 9, 2005

May 5, 2005
August 4, 2005
November 3, 2005
February 15, 2005
May 20, 2005
May 25, 2005
June 8, 2005

August 26, 2005
September 20, 2005
September 27, 2005

June 1, 1994
December 13, 1996
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We may offer these securitiesin amounts, at prices and on terms determined at the time of offering. We will provide specific terms of these securities in supplements to this prospectus.
Our common stock is traded on the New Y ork Stock Exchange under the symbol "WPS".

Y ou should read this prospectus and any supplement carefully before you invest.

See " Risk factors' in the accompanying prospectus supplement or in such other document werefer you to in the accompanying prospectus
supplement for a discussion of certain risksthat prospective investors should consider beforeinvesting in our securities.

These securities have not been approved by the Securities and Exchange Commission or any state securities commission, nor have these
organizations determined that this prospectusis accurate or complete. Any representation to the contrary isa criminal offense.

The date of this prospectusis June 8, 2005.

Table of contents
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This prospectusis apart of the registration statement that we filed with the Securities and Exchange Commission. Y ou should read this prospectus together with the more detailed
information regarding our company, our securities and our financial statements and notes to those statements that appear elsewhere in this prospectus or that we incorporate in this
prospectus by reference.

Y ou should rely on the information contained in, or incorporated by reference in, this prospectus and in any accompanying prospectus supplement. We have not authorized anyone to
provide you with information different from that contained in, or incorporated by referencein, this prospectus or any prospectus supplement. Y ou should not assume that the
information in this prospectus or any prospectus supplement is accurate as of any date other than the date on the front of the prospectus or prospectus supplement, as applicable.

Summary

This summary highlights selected information from this prospectus and may not contain all of the information that isimportant to you. You should carefully read this prospectus
together with any accompanying prospectus supplement to under stand the terms of our securities. Together these documents will give the specific terms of the securitieswe are
offering. You should also read the documents we have incor porated by reference into this prospectus or any accompanying prospectus supplement for information on us and our
financial statements.

The securities we may offer

This prospectus is part of aregistration statement (No. 333-124446) that we filed with the Securities and Exchange Commission utilizing a"shelf" registration process. Under this shelf
registration process, we may offer from time to time up to $450,000,000 of the following securities: debt securities and common stock with associated common stock purchase rights.
This prospectus provides you with a general description of the securities we may offer. Each time we offer securities, we will provide you with a prospectus supplement that will
describe the specific amounts, prices and terms of the securities being offered. The prospectus supplement may also add, update or change information contained in this prospectus.

Debt securities

We may offer unsecured general obligations of our company, which may be senior or subordinated. We will refer to the senior debt securities and the subordinated debt securities
together in this prospectus as the "debt securities." The senior debt securitieswill have the samerank as all of our other unsecured, unsubordinated debt. The subordinated debt
securitieswill be entitled to payment only after payment on our senior indebtedness. Senior indebtednessincludes all indebtedness for money borrowed by us, except any
indebtednessissued in the future that is stated to be not superior to, or to have the same rank as, the subordinated debt securities.

Claims of creditors and any preferred shareholders of each of our subsidiarieswill have priority with respect to the assets and earnings of such subsidiaries over the claims of our
creditors. The debt securities therefore will be effectively subordinated to creditors, including holders of secured indebtedness, and preferred shareholders of our subsidiaries.

The senior debt securitieswill be issued under an indenture between us and U.S. Bank National Association, formerly known as Firstar Bank, National Association. We may amend or
supplement the indenture from time to time. The subordinated debt securitieswill beissued under an indenture between us and the trustee we name in a prospectus supplement. We
encourage you to read the indentures, which are exhibits to this registration statement (asincorporated by reference), and our recent periodic and current reports that we file with the
Securities and Exchange Commission.

Summary of material indenture provisionsthat apply to senior and subordinated debt securities

Neither indenture limits the amount of debt that we may incur. In addition, neither indenture provides holders with any protection should there be arecapitalization or restructuring
involving our company.
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The indentures allow us to merge or consolidate with another company, or to sell all or most of our assets to another company. If these events occur, the other company will be required
to assume our responsibilities relating to the debt securities, and we will be released from all liabilities and obligations relating to the debt securities.

Theindentures provide that holders of amajority of the outstanding principal amount of any series of debt securities generally may vote to change our obligations or your rights
concerning that series. However, to change the amount or timing of payments of principal or interest or other payments for a series of debt securities, every holder in the series must
consent.

We may discharge our obligations under either indenture by depositing with the trustee sufficient funds or government obligations to pay the senior or subordinated debt securities, as
applicable, when due.

EVENTSOF DEFAULT. Eachindenture provides that the following are events of default:

. if we do not pay interest for 30 days after its due date.

. if we do not pay principal or premium when due.

. if we continue to breach a covenant in the debt securities of the series or in the applicable indenture respecting that seriesfor 60 days after notice.
. if we enter bankruptcy or become insolvent.

If an event of default occurs with respect to any series of debt securities, the trustee or holders of 25% of the outstanding principal amount of that series may declare the principal
amount of the seriesimmediately payable. However, holders of amajority of the principal amount may rescind this action. If the event of default is due to our bankruptcy or insolvency,
the outstanding principal amount of all the debt securities will becomeimmediately payable, without any action on the part of the trustees or the holders of the debt securities.

Summary of material indenture provisionsthat apply only to senior debt securities

Under the senior indenture, our failure to pay when due, subject to any applicable grace period, any principal of, or interest on, any indebtedness for borrowed money incurred or
guaranteed by usin the aggregate principal amount of at |east $50,000,000 constitutes an event of default.

The senior indenture requires us, so long as any senior debt securities are outstanding:

. to own al of the outstanding shares of voting common stock of Wisconsin Public Service Corporation unless we transfer the shares pursuant to our merger or consolidation or
sale of substantially all of our properties.

. not to pledge or grant a security interest or permit any pledge, security interest or other lien upon any common stock of any of our subsidiaries owned directly or indirectly by us
to secure indebtedness for money borrowed without securing the senior debt securities equally and ratably with the other secured indebtedness except for:

. pledges, security interests or encumbrances created to secure the purchase price of the common stock of our subsidiaries,
2

. liens and security interests existing at the time of our acquisition of the shares or

. any extension or renewal of any permitted pledge, security interest or encumbrance.

Summary of material indenture provisions that apply only to subordinated debt securities

The subordinated debt securities will be subordinated to all senior indebtedness. In addition, as previously noted under "Debt Securities', claims of the creditors and preferred
shareholders of each of our subsidiaries will have priority with respect to that subsidiary's assets and earnings over the claims of our creditors, including holders of the subordinated
debt securities. The subordinated debt securities, therefore, will be effectively subordinated to creditors and preferred shareholders of our subsidiaries.

Common stock (with associated common stock purchase rights)

We may offer shares of our common stock, par value $1.00 per share. Holders of our common stock are entitled to receive dividends when and if declared by our Board of Directors.
Each holder of our common stock is entitled to one vote per share. The holders of our common stock have no preemptive rights or cumulative voting rights. Our restated articles of
incorporation do not presently authorize our company to issue preferred stock or other stock having rights prior to those of the holders of our common stock.

Each share of our common stock will have an associated right to purchase one share of our common stock at an exercise price of $85 per share. The rights are not presently exercisable.
Under certain circumstances, however, each right will entitle the holder to purchase at the exercise price our common stock having amarket value of twice the exercise price. See
"DESCRIPTION OF COMMON STOCK—Pre-emptive Rights; Common Stock Purchase Rights" in this prospectus.

Ratios of ear ningsto fixed charges

Therratio of earnings to fixed charges for each of the periods indicated are as follows:

Year ended December 31, 2004 2003 2002 2001 2000

Ratio of earningsto fixed charges 34 2.7 30 21 21

We have computed the ratio of earnings to fixed charges by dividing earnings, which includes income before taxes and fixed charges, by fixed charges. This calculation excludes the
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effectspfhaceouniingchanges whigh have been made over time. "Fixed charges' consist of (1) interest on debt and a portion of rentals determined to be representgtwe g\gf %?ﬁ?g% and

(2) the preferred stock dividend requirements of our subsidiaries. The preferred stock dividend requirements of our subsidiaries were assumed to be equal to the pre-tax earnings that
would be required to cover such dividend requirements based on our effective income tax rates (excluding the impact of tax credits) for the respective periods.

Where you can find moreinformation

Wefileannual, quarterly and current reports, proxy statements and other information with the Securities and Exchange Commission. We also filed a Registration Statement on Form S-3,

3

including exhibits, under the Securities Act of 1933 with respect to the securities offered by this prospectus. This prospectusisapart of that registration statement, but does not
contain al of theinformation included in the registration statement or the exhibits to the registration statement. Y ou may read and copy the registration statement and any other
document wefile at the Commission's public reference room at 450 Fifth Street, N.W., Washington, D.C., 20549. Please call the Commission at 1-800-SEC-0330 for further information on
the public reference room. Our Securities and Exchange Commission filings are al so available to the public at the Commission's web site at http://www.sec.gov or on our website located
at http://www.wpsr.com.

The Securities and Exchange Commission allows us to "incorporate by reference” into this prospectus the information we file with it, which means that we can disclose important
information to you by referring you to those documents. The information incorporated by referenceis considered to be part of this prospectus, and later information that we file with the
Commission will automatically update and supersede this information. We incorporate by reference the documents listed below and any future filings made with the Securities and
Exchange Commission under Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 until our offering is completed:

Annual Report on Form 10-K for the year ended December 31, 2004,
ii. Quarterly Report on Form 10-Q for the quarter ended March 31, 2005;
iii. Current Report on Form 8-K dated February 9, 2005, which was filed on February 15, 2005;
iv. Current Report on Form 8-K dated May 19, 2005, which was filed on May 20, 2005;
V. Current Report on Form 8-K dated May 19, 2005, which was filed on May 25, 2005;
Vi Description of Common Stock contained in Registration Statement on Form 8-B filed on June 1, 1994; and

vii. Description of Common Stock Purchase Rights contained in Registration Statement on Form 8-A filed on December 13, 1996.
Y ou may request a copy of these filings, at no cost, by writing to or telephoning us at our principal executive offices:

WPS Resources Corporation
Attn: Secretary

700 North Adams Street

P.O. Box 19001

Green Bay, Wisconsin 54307-9001
(920) 433-1727

Y ou should rely only on the information incorporated by reference or provided in this prospectus or any prospectus supplement. We have not authorized anyone el se to provide you
with different information. We are not making an offer of these securitiesin any state where the offer is not permitted. Y ou should not assume that the information in this prospectus or
any prospectus supplement is accurate as of any date other than the date on the front of the prospectus or the prospectus supplement.
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The Company

We are aholding company, based in Green Bay, Wisconsin. Our principal subsidiary is Wisconsin Public Service Corporation, aregulated electric and natural gas utility that generates
and distributes energy in northeastern Wisconsin and an adjacent portion of Michigan. Our other major subsidiariesinclude Upper Peninsula Power Company, aregulated electric
utility operating in the northern half of Michigan's Upper Peninsula, and two nonregulated subsidiaries, WPS Energy Services, Inc. and WPS Power Development, LLC. WPS Energy
Services, Inc., provides energy and related products and services in the nonregul ated energy market in the northeast quadrant of the United States and eastern portions of Canada.
WPS Power Development, LLC, asubsidiary of WPS Energy Services, develops, owns and operates nonregul ated el ectric generation facilities and steam production facilitiesin various
locationsin the United States and New Brunswick, Canada, as well as a portion of asynthetic fuel processing facility.

Use of proceeds

Unless otherwise specified in the accompanying prospectus supplement, we will use the net proceeds we receive from the sale of the securities offered by this prospectus and the
accompanying prospectus supplement for general corporate purposes of the company and our subsidiaries. General corporate purposes may include providing operating funds for our
subsidiaries, financing capital asset acquisitions by our subsidiaries and the repayment of debt and investmentsin or extensions of credit to our subsidiaries. We may invest the net
proceeds temporarily or apply the net proceeds to repay short-term debt until we use the net proceeds for one of these stated purposes.

Description of the debt securities

The following description of the material terms of the debt securities sets forth general terms that may apply to the debt securities. The particular terms of any series of debt securities
will be described in the prospectus supplement relating to those debt securities.

The debt securitieswill be either our senior debt securities or our subordinated debt securities. The senior debt securitieswill beissued under an indenture dated as of October 1, 1999
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subordinated debt securities will be issued under an indenture to be entered into between us and the trustee named in a prospectus supplement. Thisindenture is referred to asthe
"subordinated indenture." This prospectus refers to the senior indenture and the subordinated indenture together as the "indentures."

The following isasummary of all of the material terms of the indentures. Copies of the entire indentures are filed as exhibits to the registration statement of which this prospectusisa
part. Section references below are to the section in the applicable indenture. The referenced sections of the indentures are incorporated by reference.

5

General

Neither indenture limits the amount of debt securities that we may issue. Each indenture provides that debt securities may be issued up to the principal amount authorized by us from
timeto time. The senior debt securities will be unsecured and will have the samerank asall of our other unsecured and unsubordinated debt. The subordinated debt securities will be
unsecured and will be subordinated and junior to all senior indebtedness.

The debt securities may be issued in one or more separate series of senior debt securities or subordinated debt securities. The prospectus supplement relating to the particular series of
debt securities being offered will specify the particular amounts, prices and terms of those debt securities. These terms may include:

the title of the debt securities;

any limit on the aggregate principal amount of the debt securities of the series;

the date on which the debt securities will mature;

the interest rate or rates, or the method of determining those rates;

the date from which interest will accrue or the method for determining such date;

the interest payment dates and the regular record dates;

the places where payments may be made;

any mandatory or optional redemption provisions;

any sinking fund or analogous provisions,

the portion of principal amount of the debt security payable upon acceleration of maturity if other than the full principal amount;

any additions to the events of default or covenants included in the indenture under which the debt securities are issued, as described in this prospectus;
if other than U.S. dollars, the currency or currencies, or units based on or related to currencies, in which payments on the debt securities will be payable;
whether the debt securitieswill beissued in the form of aglobal security; and

any other specific terms of the debt securities.

The debt securities will be registered debt securities and, unless otherwise specified in the prospectus supplement, will be payable in U.S. dollarsin denominations of $1,000 or an
integral multiple of $1,000. (Sections 2.01 and 3.01)

Some of the debt securities may beissued as original issue discount debt securities. Original issue discount securities bear no interest or bear interest at below-market rates and will be
sold at adiscount below their stated principal amount. The accompanying prospectus supplement will also contain any special tax, accounting or other information relating to original
issue discount securities or to other kinds of debt securities that may be offered, including debt securities linked to an index or payable in currencies other than U.S. dollars.

Exchange, registration and transfer

Debt securities may be transferred or exchanged at the corporate trust office of the security registrar or at any other office or agency maintained by us for those purposes. Except as
otherwise described in a prospectus supplement, no service charge will be payable upon the transfer or exchange of debt securities, except for any applicable tax or governmental
charge. (Section 3.05) The designated security registrar for the senior debt securitiesis U.S. Bank
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National Association, Corporate Trust Services, 60 Livingston Avenue, Saint Paul, MN 55107. The security registrar for the subordinated debt securities will be designatedin a
prospectus supplement.

In the event of any redemption of any series of debt securities, we will not be required to:

1 issue, register the transfer, or exchange, of debt securities of any series between the opening of business 15 business days before the date of the mailing of the notice of
redemption of the debt securities of that series to be redeemed and the close of business on the date of mailing of the relevant notice of redemption; or

2. register the transfer of, or exchange, any debt security selected for redemption, in whole or in part, except the unredeemed portion of any debt security being redeemed in part.
(Section 3.05)

Payment and paying agent

Wewill pay principal, interest and any premium on debt securities which are not global securities at the office of the paying agent. We will make payment of interest on the debt
securities which are not global securities by check mailed to the persons in whose names the debt securities are registered on days specified in the indentures or the accompanying
prospectus supplement. We will also make payments by wire transfer to aU.S. bank designated by a holder of debt securitiesin an aggregate principal amount of at |east $10,000,000, all
of which have the same interest payment dates, upon receipt of awritten request from the holder, on or before the record date for the payment, designating the account to which the
payment is to be made. (Section 2.05)

If any amount payable on any debt security remains unclaimed at the end of two years after the amount became due and payabl e, the paying agent will release any unclaimed amounts
to us, and the holder of the debt security will look only to us for payment. (Section 10.07)

The paying agent for the senior debt securitiesis U.S. Bank National Association, Corporate Trust Services, 180 East Fifth Street, Suite 200, SPTF 0210, Saint Paul, MN 55101. The
paying agent for the subordinated debt securities will be designated in the accompanying prospectus supplement.
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We may initially issue the debt securities of any seriesin the form of one or more global securities under a book-entry only system operated by a securities depositary. Unless otherwise
specified in the accompanying prospectus supplement, The Depository Trust Company ("DTC"), New York, New Y ork, will act as securities depositary for each series of debt securities
that are issued as fully-registered securities. The indenture trustee will register in the name of Cede & Co. (DTC's partnership nominee) (or such other nominee as may be requested by
an authorized representative of DTC) those securities for which DTC is acting as depositary. Individual purchases of book-entry interestsin any of the debt securitieswill be madein
book-entry form. So long as Cede & Co., asnominee of DTC, or another nominee of DTC isthe securityholder, references in this prospectus to holders of the debt securities or
registered owners will mean Cede & Co. or another nominee of DTC, rather than the owners of beneficial ownership interests in the debt securities.

7

DTC isalimited-purpose trust company organized under the New Y ork Banking Law, a"banking organization" within the meaning of the New Y ork Banking Law, amember of the
Federal Reserve System, a"clearing corporation” within the meaning of the New Y ork Uniform Commercial Code and a"clearing agency" registered pursuant to the provisions of
Section 17A of the Securities Exchange Act of 1934. DTC holds securities that its direct participants deposit with DTC. DTC also facilitates the settlement among DTC participants of
securities transactions such as transfers and pledges of deposited securities through electronic computerized book-entry changes in accounts of DTC direct participants, thereby
eliminating the need for physical movement of securities certificates. DTC direct participants include securities brokers and dealers, banks, trust companies, clearing corporations and
certain other organizations. DTC is owned by a number of the DTC direct participants and by the New Y ork Stock Exchange, Inc., the American Stock Exchange, Inc., and the National
Association of Securities Dealers, Inc. Accessto the DTC system is also available to others, such as securities brokers and deal ers, banks and trust companies that clear through or
maintain a custodial relationship with aDTC direct participant, either directly or indirectly. The rules applicable to DTC and its participants are on file with the Securities and Exchange
Commission.

Anyone desiring to purchase debt securities under the DTC system must make these purchases by or through DTC direct participants which will receive acredit for the debt securities
on DTC'srecords. The direct and indirect participantswill in turn record the ownership interest of each actual purchaser of the debt securities on the records of the direct or indirect
participant. DTC will not provide beneficial owners of the debt securities with written confirmations of their purchases. Owners of book-entry interests should receive from the direct or
indirect participant written confirmations of their purchases providing details of the beneficial owners transactions, as well as periodic statements of their holdings. DTC direct and
indirect participants are to effect transfers of beneficial ownership interests by entries made on the books of the DTC direct or indirect participants acting on behalf of the beneficial
owners. Owners of beneficial interestsin the debt securitieswill not receive or be entitled to receive certificates representing their ownership interestsin the debt securities, except as
described below upon the discontinuance of the use of the book-entry system.

Principal and the redemption price of, and interest payments on the debt securities held by or on behalf of DTC as depositary will be made to Cede & Co., as nominee of DTC (or to such
other nominee as may be requested by an authorized representative of DTC). DTC's practice is to credit the accounts of DTC direct participants upon DTC's receipt from the issuer or
trustee of funds and corresponding detail information on a payment date in accordance with their respective holdings shown on the records of DTC. Payments by DTC direct and
indirect participants to owners of beneficial ownership interestsin the debt securities will be governed by standing instructions and customary practices, asis the case with securities
held for the accounts of customersin bearer form or registered in "street name," and will be the responsibility of such DTC direct or indirect participant and not of DTC, the indenture
trustee or us, subject to any statutory or regulatory requirements as may be in effect from timeto time. DTC isresponsible for disbursing such payments to the appropriate DTC direct
participants, and those DTC direct participants, and any indirect participants, are in turn responsible for disbursing the payment to the owners of beneficial ownership interests.

To facilitate subsequent transfers, the indenture trustee will register all debt securities which DTC direct participants deposit with DTC in the name of DTC's partnership nominee,
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Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC). The deposit of debt securitieswith DTC and their registration in the name of

Cede & Co. effect no change in beneficial ownership. DTC has no knowledge of the actual beneficial owners of the debt securities, DTC's records reflect only the identity of the DTC
direct participants to whose accounts the debt securities are credited, which may or may not be the beneficial owners. The participants will remain responsible for keeping account of
their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to DTC direct participants, by direct participants to indirect participants, and by direct participants and indirect participants
to beneficial owners of debt securities will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

The indenture trustees will send redemption noticesto DTC. If we are redeeming less than all of the debt securitieswithin anissue, DTC's practice is to determine by lot the amount of
the interest of each direct participant in such issue to be redeemed.

Neither DTC nor Cede & Co. or any other nominees of DTC will consent or vote with respect to the debt securities. Under its usual procedures, DTC will mail an omnibus proxy to us as
soon as possibl e after the record date. The omnibus proxy assigns the consenting or voting rights of Cede & Co. or other nominee of DTC to those DTC direct participants to whose
accounts the debt securities are credited on the record date (identified in alisting attached to the omnibus proxy).

DTC may discontinue providing its services as debt securities depositary with respect to the debt securities at any time by giving reasonabl e notice to us or the indenture trustee.
Under these circumstances, in the event that a successor securities depositary is not obtained, debt security certificates are required to be printed and delivered.

We may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securities depositary). In that event, we will cause debt security certificates to be
printed and delivered.

Theinformation in this section concerning DTC and DTC's book-entry system has been obtained from sources that we believe to be reliable, but neither we, the indenture trustees nor
any underwriter takes any responsibility for the accuracy of the description of DTC's business organization and procedures.

Neither we nor thetrusteesunder theindentureswill have any responsibility or obligation toany DTC direct or indirect participant or any owner of abook-entry interest or any
other person not shown on theregistration books of thetrustees asbeing a holder of the debt securitieswith respect to: (1) any debt securities; (2) the accuracy of any records
maintained by DTC or any DTC direct or indirect participant; (3) the payment by DTC or any DTC direct or indirect participant of any amount due to any owner of a book-entry
interest in respect of the principal or redemption price of or interest on the debt securities; (4) thedelivery by DTC or any DTC direct or indirect participant of any noticeto any
owner of a book-entry interest which isrequired or permitted under the termsof theindenturesto be given to holders of the debt securities; (5) the selection of the owner s of a book-
entry interest to receive payment in the event of any partial redemption of any senior debt securities; or (6) any consent given or other action taken by DTC or itsnominee asholder
of the debt securities.
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Limitation on merger, consolidation and certain sales of assets

We may, without the consent of the holders of the debt securities, merge into or consolidate with any other corporation, or convey or transfer all or substantially all of our properties
and assets to another person provided that:

1 the successor is a corporation;

2. the successor expressly assumes on the same terms and conditions all the obligations under the debt securities and the indentures,

3. immediately after giving effect to the transaction, there is no default under the applicable indenture; and

4, we deliver to the trustees a certificate and an opinion of counsel stating that the transaction complies with the indentures. (Sections 8.01 and 8.02)

The remaining or acquiring corporation will take over all of our rights and obligations under the indentures. (Section 8.03)

Thereisinherent uncertainty in the phrase "al or substantially all." This uncertainty may make it difficult for holders of the debt securitiesto (1) determine whether our covenant
relating to consolidation, merger and sale of our properties and assets to another person has been breached, (2) declare an event of default and (3) exercise their acceleration rights.
Further, interpretation of this phrase asit relates to any transfer of our properties and assets will be governed by applicable law and will be dependent upon the particular facts and
circumstances. In the event the holders of the debt securities attempt to exercise their rights under the indenture following the occurrence of a particular transfer or series of transfers
that they believe constitutes atransfer of "all or substantially all" of our properties and assets and we contest such exercise, we cannot provide any assurance as to how acourt would
interpret the phrase "all or substantially all."

Satisfaction and dischar ge; defeasance

We may be discharged from our obligations on the debt securities of any series that have matured or will mature or be redeemed within one year if we deposit with the trustee enough
cash to pay all the principal, interest and any premium due to the stated maturity date or redemption date of the debt securities. (Section 4.01)

Each indenture contains a provision that permits either (1) our discharge from all of our obligations with respect to any series of debt securities then outstanding other than our
obligations relating to temporary securities issued for the debt securities (Section 3.04), registration of transfer and exchange of the debt securities (Section 3.05), replacement of
mutilated, destroyed, lost or stolen debt securities (Section 3.06), maintenance of paying agencies (Section 10.02) and holding money for payment in trust (Section 10.07); or (2) our
release from our obligations under covenants respecting any series of debt securities and from the consequences of an event of default resulting from the breach of those covenants
other than our obligations relating to temporary securities issued for the debt securities (Section 3.04), registration of transfer and exchange of the debt securities (Section 3.05),
replacement of mutilated, destroyed, lost or stolen debt securities (Section 3.06), the order in which money collected is applied (Section 5.06), the restoration of rights and remedies
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(Section 5.09), the resignation and removal of the trustee and the appointment of a successor (Section 6.10), the payment of principal and interest (Section 10.01), maintenance of paying
agencies (Section 10.02) and holding money for payment in trust (Section 10.07).

To exercise either of these two options, we must deposit in trust with the trustee enough money to pay in full the principal, interest and premium on the series of debt securities. This
amount may be made in cash and/or U.S. government obligations. (Sections 13.02 and 13.03) As a condition to exercising either of the above options, we must deliver to the trustee a
ruling directed to the trustee from the Internal Revenue Service or an opinion of counsel based on an Internal Revenue Service Ruling or achange in applicable federal income tax law
since the date of theindenture, in each case to the effect that the holders of the debt securities will not recognize income, gain or loss for Federal income tax purposes as aresult of the
action and will be subject to Federal income tax on the same amount, in the same manner and at the same times as would have been the case if the action had not taken place.

(Section 13.04)

If we exercise either of these options, the holders of the debt securities of the series affected will be entitled to receive, solely from the trust fund, payments of principal, interest and
premium on the debt securities and will not be entitled to any of the other benefits of the indenture, except for limited provisionsincluding our obligations respecting registration of
transfer and exchange of debt securities, replacement of lost, stolen or mutilated debt securities, maintenance of paying agencies and holding moneys for payment in trust.
(Sections 13.02 and 13.03)

Events of default, notice and waiver

Each indenture defines an event of default with respect to any series of debt securities as one or more of the following events:

. our failure to pay interest on any debt security for 30 days after it is due;

. our failure to pay the principal or any premium on any debt securities when due;

. our failure to perform any other covenant in the debt securities of the series or in the applicable indenture with respect to debt securities of that series for 60 days after being
given notice of the failure; and

. our entering into bankruptcy or becoming insolvent.

In addition, under the senior indenture our failure to pay when due, subject to any applicable grace period, any principal of, or interest on, any indebtedness for borrowed money
incurred or guaranteed by usin the aggregate principal amount of at least $50,000,000 constitutes an event of default under the senior indenture. Under each indenture, failure to
observe or perform an obligation like replacing mutilated, lost or stolen debt securities of a particular seriesis an event of default for that series only and not for any other series of debt
securities. Thisisin contrast to defaulting on the payment of interest or principal on a particular series of debt securities, which isan event of default for all other series of debt
securities. (Section 5.01)

Each indenture requires the trustee to give the holders of a series of debt securities notice of adefault with respect to that series within 30 days unless the default is cured or waived.
However, the trustee may withhold this notice if it determinesin good faith that it isin the interest of those holders. The trustee may not, however, withhold this notice in the case of a
payment default. (Section 6.02)
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Other than the duty to act with the required standard of care during an event of default, atrusteeis not obligated to exercise any of its rights or powers under either indenture at the
request or direction of any of the holders of debt securities, unless the holders have offered to the trustee security or indemnity to its reasonabl e satisfaction against the potential costs,
expenses and liabilities of complying with such request or direction. (Section 6.03) Generally, the holders of amajority in principal amount of outstanding debt securities of any series
may direct the time, method and place of conducting any proceeding for any remedy available to the trustee, or exercising any trust or other power conferred on the trustee.

(Section 5.12)

Under each indenture, if an event of default with respect to any series of debt securities (other than due to events of bankruptcy, insolvency or reorganization) occurs, the trustee or the
holders of at least 25% in aggregate principal amount of the outstanding debt securities of that series, by notice in writing to us and to the trustee, may declare the unpaid principal of
and accrued interest on all the debt securities of that series to be due and payable immediately and, upon any such declaration, the debt securities of that series will become immediately
due and payable.

Under each indenture, if an event of default occurs due to bankruptcy, insolvency or reorganization, all unpaid principal of and accrued interest on the outstanding debt securities of
any serieswill become immediately due and payable without any declaration or other act on the part of the trustee or any holder of any debt security of that series. (Section 5.02)

Under each indenture, the holders of not less than amajority of the principal amount of the outstanding debt securities of any series may rescind a declaration of acceleration and its
consequences with respect to the debt securities of aseriesif:

. all existing events of default, other than the nonpayment of principal of and interest on the debt securities of that series that have become due solely as aresult of such
declaration of acceleration, have been cured or waived;

. to the extent lawful, interest on overdue interest and on overdue principal that has become due otherwise than by reason of such acceleration has been paid;

. the rescission would not conflict with any judgment or decree of a court of competent jurisdiction; and

. all amounts due to the trustee under the indenture have been paid. (Section 5.02)

Each indenture requires us to file annually with the trustee a certificate of our principal executive, financial or accounting officer as to the knowledge of the officer of our compliance
with all conditions and covenants under the indenture. (Section 7.04)

Modification of the indentures

Together with the trustee, we may modify the indentures without the consent of the holders for limited purposes, including adding covenants or events of default, establishing forms or
terms of debt securities, curing ambiguities and making certain other changes which do not adversely affect the holdersin any material respect. (Section 9.01)

Together with the trustee, we may make modifications and amendments to each indenture with the consent of the holders of a majority in principal amount of the outstanding debt
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securities of all affected series. However, without the consent of each affected holder, no modification may:

change the stated maturity or interest payment date of any debt security;

reduce the principal, premium (if any) or rate of interest on any debt security;

change any place of payment or the currency in which any debt security is payable;

impair the right to enforce any payment after the stated maturity, payment, or redemption date;

reduce the percentage of holders of outstanding debt securities of any series required to consent to any modification, amendment or waiver under the indenture;
change the redemption provisions of the indenture in amanner adverse to a holder; or

change the provisions of the indenture which relate to its modification or anendment. (Section 9.02)

Governing law
The indentures and the debt securities will be governed by, and construed under, the laws of the State of Wisconsin.
Concerning the trustees

We may from time to time enter into arms length transactions and maintain customary banking relationships with the trustee under the senior indenture or the trustee under the
subordinated indenture, including but not limited to, maintaining lines of credit, borrowing money, maintaining checking account services and other treasury, depository and cash
management services.

Senior debt securities

The senior debt securities will be unsecured and will rank equally with the $150,000,000 principal amount 7.00% Senior Notes due November 1, 2009, and $100,000,000 principal amount
of 5.375% Senior Notes Due December 1, 2012, presently outstanding under the senior indenture and with all of our other unsecured and non-subordinated debt. In the event we are
unable or unwilling to satisfy our obligations under the senior indenture (due to insolvency or otherwise) and our debt holders attempt to obtain satisfaction from our subsidiaries,
claims of our subsidiaries’ creditors and preferred shareholders will have priority with respect to the assets and earnings of the subsidiaries over the claims of our senior debt holders.

Our failure to pay when due, subject to any applicable grace period, any principal of, or interest on, any indebtedness for borrowed money incurred or guaranteed by usin the aggregate
principal amount of at least $50,000,000 constitutes an event of default under the senior indenture.

We agree in the senior indenture that so long as any senior debt securities are outstanding, we will own, directly or indirectly, all of the shares of voting common stock of Wisconsin
Public Service Corporation now or hereafter issued and outstanding, unless we transfer or sell these sharesin a transaction which complies with the provisions of the senior indenture
relating to our merger, consolidation or sale of substantially all of our properties. See"Limitation on Merger, Consolidation and Certain Sales of Assets" in this prospectus.

(Section 10.08 of the Senior Indenture)
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We agreein the senior indenture that so long as any senior debt securities are outstanding, we will not pledge or grant a security interest in, or permit any pledge, security interest or
other lien upon, any common stock of any of our subsidiaries owned directly or indirectly by usto secure any indebtedness for money borrowed, without making effective provision to
secure the senior debt securities equally and ratably with the other indebtedness and any other indebtedness similarly entitled to be equally and ratably secured. Thisrestriction will not
apply, however, to (1) the creation or existence of any pledge, security interest, or encumbrance upon any of the common stock of our subsidiaries (A) created at the time of our
acquisition of the common stock or within one year after our acquisition of the common stock to secure all or a portion of the purchase price for the common stock or (B) existing on the
common stock at the time of our acquisition of it, or (2) any extension, renewal or refunding of any pledge, security interest, or encumbrance described in clause (1). (Section 10.09 of the
Senior Indenture)

Subordinated debt securities

The subordinated debt securities will be unsecured. The subordinated debt securities will be subordinate in right of payment to all senior indebtedness. (Section 14.01 of Subordinated
Indenture) In addition, claims of our subsidiaries' creditors and preferred shareholders will have priority with respect to the assets and earnings of the subsidiaries over the claims of our
creditors, including holders of the subordinated debt securities, even though those obligations may not constitute senior indebtedness. The subordinated debt securities, therefore, will
be effectively subordinated to creditors, including trade creditors, and preferred shareholders of our subsidiaries.

The subordinated indenture defines " senior indebtedness" to mean the principal of, premium, if any, and interest on:

all of our indebtedness for money borrowed;

indebtedness evidenced by securities, debentures, bonds or other similar instruments issued by us;

all of our capital lease obligations;

all of our obligationsissued or assumed as the deferred purchase price of property, all of our conditional sales contracts and all of our obligations under any title retention
agreements (but excluding trade accounts payable arising in the ordinary course of business);

all of our obligations for reimbursement on any letter of credit, banker's acceptance, security purchase facility or similar credit transaction;

. all obligations of the types previously described of other persons for the payment of which we are responsible or liable as obligor, guarantor or otherwise; and
. all obligations of the types previously described of other persons secured by any lien on any of our property, whether or not such obligation is assumed by us.
. However, the term "senior indebtedness" will not include:

. any indebtedness which is by its terms subordinated to, or pari passu with, the subordinated debt securities; or

. any of our obligationsto any of our affiliates.

Thereisno limitation under either indenture on our ability to issue additional senior indebtedness. The senior debt securities constitute senior indebtedness under the subordinated
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indenture. The subordinated debt securitieswill rank equally with our other subordinated indebtedness.
Under the subordinated indenture, no payment may be made on the subordinated debt securities, including any redemption or sinking fund payment if:

. any of our senior indebtedness has not been paid when due and any applicable grace period has ended and the default has not been cured or waived or ceased to exist, or
. the maturity of any senior indebtedness has been and remains accelerated as aresult of a default.

In the event that we pay or distribute our assets to creditors upon any dissolution, winding-up, liquidation or reorganization of us, whether voluntary or involuntary, the holders of
senior indebtedness will be entitled to receive payment in full of the senior indebtedness before the holders of subordinated debt securities are entitled to receive or retain any payment.
Until the senior indebtednessis paid in full, any payment or distribution to which holders of subordinated debt securities would be entitled but for the subordination provisions of the
subordinated indenture will be made to holders of the senior indebtedness. (Section 14.03 of Subordinated Indenture) If adistribution is made to holders of subordinated debt securities
that, due to the subordination provisions, should not have been made to them, those holders of subordinated debt securities are required to pay it over to the holders of the senior
indebtedness or their representatives or trustees, astheir interests may appear. (Section 14.03 of Subordinated Indenture)

Asaresult of the subordination provisions contained in the subordinated indenture, in the event of our insolvency, our creditors who are holders of senior indebtedness may recover
more, ratably, than the holders of subordinated debt securities.

Claims of creditors and any preferred shareholders of each of our subsidiarieswill have priority with respect to the assets and earnings of such subsidiaries over the claims of our
creditors. The subordinated debt securities therefore will be effectively subordinated to creditors, including holders of secured indebtedness, and preferred sharehol ders of our
subsidiaries.

Description of common stock

The following description of our common stock summarizes all of the material terms and provisions of our common stock. Our restated articles of incorporation and rights agreement are
filed as exhibits to the registration statement of which this prospectusis apart and are incorporated by reference into this prospectus.

General

We are authorized to issue up to 200,000,000 shares of capital stock consisting of one class only, designated as "common stock" with a par value of $1.00 per share. As of April 30, 2005,
37,819,990 shares of our common stock were issued and outstanding.

The outstanding shares of our common stock are, and any additional shares which we may offer will be, listed on the New Y ork Stock Exchange under the symbol "WPS."
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Dividend and liquidation rights
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All shares of ourEpmmaR stesk witl, participate equally with respect to dividends and rank equally upon liquidation, subject to the rights of holders of any prior raﬁl‘("lkr'?éa\gféfg’x}fﬁ ch our
shareholders may authorize in the future. In the event of our liquidation, dissolution or winding up, the owners of our common stock are entitled to receive pro rata the assets and funds
remaining after satisfaction of all of our creditors and payment of all amounts to which owners of prior ranking stock, if any, then outstanding may be entitled.

Voting rights

Except as otherwise described in the immediately following paragraphs and under " Certain Statutory and Other Provisions" below, every holder of our common stock has one vote for
each share.

Our shareholders do not have cumulative voting rights. As aresult, the holders of shares entitled to exercise more than 50% of the voting power of shares entitled to vote, represented
at ameeting at which amajority of the shares entitled to voteis represented, are entitled to elect all of the directors to be elected at the meeting. Under our restated articles of
incorporation and by-laws, our board of directorsis divided into three classes. One classis el ected each year for athree-year term.

Provisions of our restated articles of incor poration with possible anti-takeover effects

In addition to the provisions of our restated articles of incorporation and by-laws dividing our board of directorsinto three classes, certain other provisions of our restated articles of
incorporation may have the effect of delaying, deferring or preventing achange in control of our company.

Article 5 of our restated articles of incorporation provides that, subject to the exception discussed below, a director may be removed only for cause by the affirmative vote of
shareholders possessing a majority of the voting power of the then outstanding shares of voting stock. Asdefined in article 5, "cause" exists only if the director whose removal is
proposed has been convicted of afelony by a court of competent jurisdiction and such conviction is no longer subject to direct appeal or such director has been adjudged to be liable
for negligence or misconduct in the performance of his duty to usin a matter which has amaterially adverse effect on our business, and such adjudication is no longer subject to direct
appeal. Article 5 also provides for the removal of adirector by the sharehol ders without cause when such removal is recommended by the "requisite vote" of the directors and approved
by the affirmative vote of shareholders possessing a majority of the voting power of the then outstanding shares of voting stock. Our restated articles of incorporation define the term
"requisite vote" asthe affirmative vote of at least two-thirds of the directors then in office plus one director. Unless "cause" is established or removal is recommended by the requisite
vote of the directors, a director may not be removed from office even if shareholders possessing amajority of the voting power favor such action. Additionally, pursuant to article 5,
vacancies on our board of directors, including those resulting from the removal of adirector, may be filled for the unexpired portion of the director's term by the mgjority vote of the
remaining members of the board.
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Article 5 of our restated articles of incorporation provides that those sections of Article |11 of our by-laws which set forth the general powers, number, qualifications and classification of
directors may be amended or repealed only by the affirmative vote of shareholders possessing at least 75% of the voting power of the then outstanding shares of our common stock
generally possessing voting rightsin the election of directors, or by the requisite vote of the directors. Article 5 of our articles providesthat article 5 may itself be amended or repealed
only by the affirmative vote of shareholders possessing at least 75% of the voting power of the then outstanding shares of our common stock generally possessing voting rightsin the
election of directors.

Statutory provisions with possible anti-takeover effects

Section 180.1150 of the Wisconsin Business Corporation Law provides that the voting power of shares of a"resident domestic corporation,” which includes our company, which are
held by any person holding in excess of 20% of the voting power in the el ection of directors of the issuing public corporation's shares shall be limited to 10% of the full voting power of
such excess shares. This statutory voting restriction will not apply to shares acquired directly from us, to shares acquired in atransaction incident to which our shareholders vote to
restore the full voting power of such shares, either before or after the acquisition of the shares, and under certain other circumstances.

Except as may otherwise be provided by law, the required affirmative vote of shareholders of a Wisconsin corporation for certain significant corporate actions, including a merger or
share exchange with another corporation, sale of all or substantially all of the corporate property and assets, or voluntary liquidation, isamajority of all the votes entitled to be cast on
the transaction by each voting group of outstanding shares entitled to vote on the transaction. Sections 180.1130 through 180.1134 of the Wisconsin Business Corporation Law provide
generally that, in addition to the vote otherwise required by law or the restated articles of incorporation of a"resident domestic corporation,” business combinations must be approved
by (a) the holders of at least 80% of the votes entitled to be cast and (b) two-thirds of the votes entitled to be cast by the corporation's outstanding voting shares owned by persons
other than a"significant shareholder" who is a party to the transaction or an affiliate or associate of such significant shareholder unless the business combination satisfies certain
adequacy-of-price standards intended to provide afair price for shares held by disinterested shareholders. In general, these adequacy-of-price standards provide that the above-
referenced vote does not apply if (1) the aggregate amount of the cash and the market value as of the valuation date of consideration other than cash to be received per share by
shareholders of the resident domestic corporation in the business combination is at |east equal to the highest of (&) the highest per share price received by any person selling common
shares of the same class or series from the significant shareholder whether in the transaction in which the person became a significant shareholder or within the two years before the
date of the business combination, (b) the market value per share of the same class or series on the date of the commencement of atender offer initiated by the significant shareholder, on
the date on which the person became a significant shareholder or on the date of the first public announcement of the proposed business combination, whichever is higher, or (c) the
highest preferential amount per share to which the holder of shares of the class or series of sharesisentitled in avoluntary or involuntary liquidation or dissolution of the resident
domestic corporation and (2) the consideration to be received by holders of aclass or series of outstanding sharesisto bein
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cash or in the same form as the significant shareholder has previously paid for shares of the same class or series. Section 180.1130 defines "business combination” to include, subject to
certain exceptions, amerger or share exchange of the resident domestic corporation or any of its subsidiaries with, or the sale or other disposition of substantially all assets of the
resident domestic corporation to, any significant shareholder or affiliate thereof. The statute defines "significant shareholder" generally to mean a person that is the beneficial owner of
10% or more of the voting power of the outstanding voting shares of the resident domestic corporation.

Sections 180.1140 through 180.1145 of the Wisconsin Business Corporation Law provides that a"resident domestic corporation,” which includes our company, may not engagein a
"business combination” with an "interested stockholder" within three years after the date on which the interested stockholder acquired his or her 10% or greater interest, unlessthe
corporation's board of directors approved the business combination, or the acquisition of the 10% or greater interest, before the stock acquisition date. The statute defines "interested
stockholder" as a person beneficially owning 10% or more of the aggregate voting power of the stock of such corporation. If the interested stockholder fails to obtain such approval by
the board of directors, then even after the three-year period, the interested stockholder may complete a business combination with the corporation only with the approval of the holders
of amajority of the voting stock not beneficially owned by the interested stockholder, unless the combination setisfies certain adequacy-of-price standards intended to provide afair
price for shares held by non-interested shareholders.
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owning, operating, managing or controlling a plant or equipment in the state of Wisconsin for the production, transmission, delivery or furnishing of heat, light, water orgpower irectly
or indirectly to or for the public. The statute states that no person may hold or acquire directly or indirectly more than 10% of the outstanding voting securities of apublic utility holding
company with the unconditional power to vote such securities unless the Public Service Commission of Wisconsin determines, after investigation and an opportunity for hearing, that

such holding or acquisition isin the best interests of utility customers, investors and the public. Section 196.795 of the Wisconsin statutes applies to our company.

The sections of the Wisconsin law described in the preceding paragraphs and certain provisions of our articles and by-laws, could have the effect, among others, of discouraging
takeover proposals for our company or impeding a business combination between us and one of our major shareholders.

Preemptive rights; common stock purchase rights

No holder of our common stock has any preemptive or subscription rights to acquire shares of our common stock except for the common stock purchase rights attached to each share of
our common stock.

On December 12, 1996, our board of directors approved the i ssuance to shareholders as of December 16, 1996, of adividend of oneright for each outstanding share of our common
stock. Rights also attach to shares of our common stock issued after that date. A right will attach to each share of our common stock which we may offer pursuant to this prospectus
and
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aprospectus supplement. These rights are not presently exercisable, but ten days after a person or group acquires 15% or more of our common stock or ten business days (subject to
extension) after a person or group announces atender offer to acquire at least 15% of our common stock, the rights will become exercisable. These rightswill entitle each holder of our
common stock to purchase one share of our authorized but unissued common stock for each right. The exercise price of each right is $85. Upon the acquisition by any person or group
of 15% or more of our common stock, each right, other than rights held by an acquiring party, will entitle the holder to purchase, at the exercise price, shares of our common stock
having a market value of two times the exercise price. The agreement setting forth the terms of the rights excludes from its effect the inadvertent acquisition of 15% or more of our
common stock, provided there is prompt divestment to less than 15%. We may redeem the rights or may, under certain circumstances, exchange the rights for shares of our common
stock, all as provided and subject to the limitations set forth in the agreement setting forth the terms of the rights; otherwise, such rights expire on December 11, 2006.

The rights have anti-takeover effects. The rights will cause substantial dilution to a person who attempts to acquire control of our company without the prior approval of our board of
directors. Therightswill not affect a transaction approved by our board of directors, because our board has the power to redeem the rightsin connection with a transaction that it
approves.

Conversion rights, redemption provisions and sinking fund provisions
Our common stock is not convertible, is not redeemable and has no sinking fund.
Liability to further callsor to assessment

The shares of our common stock which we may offer pursuant to this prospectus and a prospectus supplement will, upon payment of the purchase price, be fully paid and

nonassessabl e, except with respect to wage claims of, or other debts owing to, our employees for services performed, but not exceeding six months' service in any one case, as provided
in Section 180.0622(2)(b) of the Wisconsin Business Corporation Law. The substantially identical predecessor to that statute has been judicially interpreted to mean that shareholders of
aWisconsin corporation, like us, are subject to such personal liability, up to an amount equal to the consideration for which their shares were issued, rather than, asthat statute states,
the aggregate par value of the shares owned by them (which, for us, is $1.00 per share). As of the date of this prospectus, there are no material employment claims outstanding against
us.

Restriction on dividends payable by Wisconsin Public Service Corporation

We are a holding company, and our ability to pay dividendsis|argely dependent upon the ability of our subsidiariesto pay dividends to us. The Public Service Commission of
Wisconsin has by order restricted our principal subsidiary Wisconsin Public Service Corporation to paying normal dividends on its common stock of no more than 109% of the
previous year's common stock dividend. The Public Service Commission of Wisconsin also requires Wisconsin Public Service Corporation to maintain a capital structure (i.e., the
percentages by which each of common stock, preferred stock and debt constitute the total capital invested in autility) which has acommon equity range of 54% to 58%. Each of these
limitations may be modified by afuture order of the Public Service Commission of Wisconsin. Our right to receive dividends on
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the common stock of Wisconsin Public Service Corporation is also subject to the prior rights of that corporation's preferred shareholders and to provisionsin that corporation's restated
articles of incorporation. The provisionsin the restated articles of Wisconsin Public Service Corporation provide (1) that if Wisconsin Public Service Corporation's " capitalization

ratio” (namely, theratio of the capital represented by Wisconsin Public Service Corporation's common stock, including premiums on such common stock, plus the surplus accounts of
Wisconsin Public Service Corporation to the total capital and surplus accounts of Wisconsin Public Service Corporation) is 25% or greater, then it may not make any dividend payments
that would reduce the capitalization ratio below 25% unless there is no breach of (2) or (3) below; (2) that if the capitalization ratio is 20% or more, but less than 25%, then Wisconsin
Public Service Corporation may make dividend payments that do not exceed 75% of its prior twelve month net income; or (3) that if the capitalization ratio is less than 20%, then
Wisconsin Public Service Corporation may make dividend payments that do not exceed 50% of its prior twelve month net income.

Plan of distribution

We may sell the securities:

. through underwriters,
. through agents, or
. directly to alimited number of institutional purchasers or to asingle purchaser.

In addition, we may enter into derivative transactions with third parties (including the writing of options), or sell securities not covered by this prospectus to third partiesin privately
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accompanying pr spectus supﬁ ement, sell securities covered by this prospectus and the accompanying prospectus supplement, including in short sal e transactions. %0, the thlrd
parties may use securities pledged by us or borrowed from us or others to settle those sales or to close out any related open borrowings of stock, and may use securities received from
usin settlement of those derivativesto close out any related open borrowings of stock. The third partiesin such sale transactions will be underwriters and, if not identified in this
prospectus, will be identified in the accompanying prospectus supplement (or a post-effective amendment). We may also loan or pledge securities covered by this prospectus and the
accompanying prospectus supplement to financial institutions or other third parties, who may sell the loaned securities or, in an event of default in the case of a pledge, sell the pledged
securities pursuant to this prospectus and the accompanying prospectus supplement. Such financial institution or third party may transfer its short position to investorsin our
securities or in connection with asimultaneous offering of other securities offered by this prospectus or otherwise.

Asrequired by applicable law, any underwriters or agents will be registered broker-deal ers or associated persons of registered broker-dealers acting in that capacity. We will describe
the plan of distribution for any particular offering of the securities in the corresponding prospectus supplement, in accordance with applicable law.
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The accompanying prospectus supplement will set forth the terms of the offering of the securities, including the following:

the name or names of any underwriters;

the purchase price and the proceeds we will receive from the sale;

any underwriting discounts and other items constituting underwriters' compensation;

any initial public offering price and any discounts or concessions allowed or reallowed or paid to dealers; and
any securities exchanges on which the securities of the series may be listed.

If underwriters are used in the sale, the securitieswill be acquired by the underwriters for their own account and may be resold from time to time in one or more transactions, including
negotiated transactions, at afixed public offering price or at varying prices determined at the time of sale. The securities may be either offered to the public through underwriting
syndicates represented by managing underwriters or by underwriters without a syndicate. The obligations of the underwriters to purchase securities will be subject to conditions
precedent and the underwriterswill be obligated to purchase all the securities of aseriesif any are purchased. Any initial public offering price and any discounts or concessions
allowed or reallowed or paid to dealers may be changed from time to time.

We may engage one or more entitiesto act as underwriters for an offering from time to time of our common stock in one or more placements. Any such entity would agree to use its
commercially reasonable efforts, consistent with its normal trading and sales practices, to try to sell such shares on the terms of such placement (i.e., number of shares of common stock,
minimum price for sales of such stock). Such entity could make salesin privately negotiated transactions or through any other method permitted by law, including sales deemed to be an
"at the market" offering as defined in Rule 415 promulgated under the Securities Act, including sales made directly on the New Y ork Stock Exchange, the existing trading market for our
common stock, or sales made to or through amarket maker other than on an exchange. At-the-market offerings may not exceed 10% of the aggregate market value of our outstanding
voting securities held by non-affiliates on adate within 60 days prior to the filing of the registration statement of which this prospectusis a part.

We may sell Securities directly or through agents designated by us from time to time. The accompanying prospectus supplement will name any agent involved in the offer or sale of the
securities, and will set forth any commissions payable by us to that agent. Unless otherwise indicated in the accompanying prospectus supplement, any agent will be acting on a best
efforts basis for the period of its appointment.

Agents and underwriters may be entitled to indemnification by us against civil liabilities arising out of this prospectus, including liabilities under the Securities Act of 1933, or to
contribution with respect to payments which the agents or underwriters may be required to make relating to those liabilities. Agents and underwriters may be customers of, engage in
transactions with, or perform servicesfor, usin the ordinary course of business.

Each series of debt securitieswill be a new issue of securities with no established trading market. Any underwriter may make amarket in the securities, but will not be obligated to do so
and may discontinue any market making at any time without notice. No assurance can be given asto the liquidity of the trading market for any securities.
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Legal matters

Foley & Lardner LLP, 777 East Wisconsin Avenue, Milwaukee, Wisconsin 53202, our counsel, will pass upon the validity of the debt securities and common stock with attached
common stock purchase rights offered pursuant to this prospectus and the prospectus supplements.

Experts

The consolidated financial statements, the related financial statement schedules, and management's report on the effectiveness of internal control over financial reporting incorporated
in this prospectus by reference from the Company's Annual Report on Form 10-K for the year ended December 31, 2004, have been audited by Deloitte & Touche LLP, an independent
registered public accounting firm, as stated in their reports (which reports (1) express an unqualified opinion on the consolidated financial statements and financial statement schedules
and include an explanatory paragraph relating to the adoption of new accounting principles, (2) express an unqualified opinion on management's assessment regarding the effectiveness
of internal control over financial reporting, and (3) express an unqualified opinion on the effectiveness of internal control over financial reporting), which are incorporated herein by
reference and have been so incorporated in reliance upon the reports of such firm given upon their authority as expertsin accounting and auditing.
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FOMC On Track To Announce Balance Sheet “Normalization” In September

Domestic Commentary As expected by our panelists, the Federal
Reserve’s Open Market Committee (FOMC) voted unanimously to
leave interest rates unchanged at its July 25-26'" meeting, maintain-
ing its target range for the federal funds rate at 1.00%-1.25%. How-
ever, the policy statement noted that the FOMC expected to start
shrinking its $4 billion-plus balance sheet “relatively soon”, a phrase
previously used by the FOMC to indicate action at the next meeting.
This aligns with the thinking of a great majority of our panelists. In
response to a special question asked of the panelists during this
month’s July 24™-25% survey, a bit more than 90% said they expected
the FOMC to announce the beginning of the roll-off of the Fed’s
balance sheet at the September 19-20" meeting.

According to the “dot plot” issued in conjunction with the FOMC’s
June meeting, policymakers anticipated one more 25 basis point in-
terest rate hike in 2017. That conforms with the thinking of most of
our panelists. None, however, think the FOMC will hike interest rates
at its September meeting, and only a couple anticipate a hike at the
October 31%-November 1% meeting. Instead, a bit more than 85% of
those responding said they believe the next quarter-point interest rate
increase from the FOMC will not come until policymakers’ Decem-
ber 12'"-13"" meeting, after the Fed has started the process of shrink-
ing its balance sheet. The remainder of our panelists predicts that the
next hike in rates will not occur until the FOMC’s March 20'"-21%
2018 meeting or sometime thereafter. There was little change over
the past month in our panelists’ expectations about how much the
FOMC would likely raise interest rates in 2018. A bit less than 5.0%
predict only one 25-hasis-point increase next year, 22.0% foresee 50
basis points of tightening, 46.3% anticipate 75 basis points of in-
creases, and 26.8% of the panelists responding believe that the
FOMC will hike rates by 100 basis points in 2018. The latter predic-
tion matches the median projection contained in the June “dot plot”.

There were relatively few changes in the FOMCs July policy state-
ment compared to the one issued in conjunction with the June meet-
ing. The July statement noted that the “labor market had continued to
strengthen and that economic activity has been rising moderately so
far this year. Job gains have been solid, on average, since the begin-
ning of the year, and the unemployment rate has declined. Household
spending and business fixed investment have continued to expand.”
In the June statement, job gains were said to have moderated.

On inflation, the July statement read “On a 12-month basis, overall
inflation and the measure excluding food and energy prices have
declined and are running below 2 percent.” This represented a some-
what greater acknowledgement of the pullback in most measures of
the y/y change in inflation since earlier this year. The statement went
on to say “Inflation on a 12-month basis is expected to remain some-
what below 2 percent in the near term but to stabilize around the
Committee’s 2 percent objective over the medium term.” The lan-
guage in the July policy statement on market- and survey-based infla-
tion expectations was unchanged from June.

As for when the Fed will begin to shrink the size of its balance sheet,
the July statement said “The Committee expects to begin implement-
ing its balance sheet normalization program relatively soon, provided
that the economy evolves broadly as anticipated.” The June statement
had simply said that the normalization process was expected to start
“this year”. The shift in phrases from “this year” to “relatively soon”
heightened expectations that the FOMC is likely to move at its next
meeting in September. Adding to this speculation is the fact that the
FOMC moved to the “relative soon” language despite its expectation
that inflation is likely to “remain somewhat below” the FOMC’s 2
percent objective in the near term. Indeed, the trajectory of inflation
over the next few months is likely to have a greater impact on when
the next rate hike occurs than when the Fed begins to shrink its bal-
ance sheet. Comments by Fed Chair Janet Yellen at the upcoming

Jackson Hole conference on August 24h-26™ may provide greater
clarity on whether or not the FOMC will announce the commence-
ment of the balance sheet roll off process at its September meeting.

As detailed by the FOMC in June, the balance sheet normalization
process will involve the proceeds from maturing assets being rein-
vested only to the extent that they exceed gradually rising caps, with
the cap on proceeds from U.S. Treasury securities to rise in $6 billion
increments until reaching $30 billion per month and the cap on pro-
ceeds from mortgage-backed securities to rise in $4 billion incre-
ments until it reaches $20 billion per month. Unspecified, however,
was what the FOMC sees as the eventual “equilibrium” level of its
balance sheet.

So far this year, a decline in the value of the U.S. dollar and rise in
domestic equity prices has essentially offset the interest rate increases
enacted by the FOMC leaving most measures of overall financial
conditions in the economy little changed. Whether the initiation of
the balance sheet normalization produces a negligible, profound, or
something in between impact on financial conditions remains an
open question to many market participants.

A potential complicating factor for the Fed as it moves forward with
its plan to normalize the balance sheet and further hike interest rates
is Congressional action or inaction on the budget and the debt ceil-
ing. Congress needs to pass a budget by the end of September to
avoid a government shutdown. As for the debt ceiling, Treasury Sec-
retary Steven Mnuchin currently says his department is already em-
ploying emergency measures that should last through the end of Sep-
tember. Thereafter, the risk of default would loom, threatening
turmoil in financial markets.

This month’s consensus still forecasts real GDP growth of 2.4%
(saar) Q3 and 2.3% in Q4 of this year. That would follow growth of
2.6% (saar) in Q2, according to the first estimate from the Bureau of
Economic Analysis, and downwardly-revised growth of 1.2% in Q1.
In 2018, real GDP is forecast bu the consensus to grow 2.3% (saar) in
Q1, 2.4% in Q2, 2.3% in Q3, and 2.2% in Q4. The Q2 and Q4 2018
forecasts fell 0.1 of a percentage point over the past month. While
forecasts of quarterly growth rates in 2018 have slipped a bit over the
past couple of months, the consensus continues to foresee above-
trend growth sufficient enough to drive the unemployment rate below
what the Fed and most analysts assume is its non-inflationary rate.

Consensus forecasts of inflation in Q3 2017 fell again this month.
However, both the GDP price index and the Consumer Price Index
(CPI) still are expected to rebound from the depressed annual rates of
change witnessed in Q2. A further pickup is anticipated in Q4 of this
year. Indeed, consensus forecasts for both the CPI and the GDP price
index from Q4 2017 through Q4 2018 went unchanged this month,
with annual increases running at a slightly better than 2.0% clip.

Consensus Forecast The consensus predicts real GDP will continue
to grow at an above trend rate slightly in excess of 2.0% through the
end of next year, dropping the unemployment rate below its cyclical
low of 4.3%. Inflation will rebound from its recent softness, increas-
ing toward the Fed’s 2.0% target over the medium term. The FOMC
will announce the start of its balance sheet normalization at the Sep-
tember 19"-20" meeting and hike interest rates by another quarter
point at its December 12-13™ meeting. An additional 75 basis points
of rate hikes are expected in 2018. The trade-weighted value of the
U.S. dollar is expected to rebound modestly over the next few quar-
ters as the FOMC raises interest rates (see page 2).

Special Questions Consensus odds of corporate or individual tax cut
legislation being approved by Congress this year have dropped to the
mid-30% level. The consensus puts the odds of a recession next year
at 21.8%. Nearly 87% of the panelists say the FOMC should take the
asset prices into account when formulating policy (see page 14)
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Consensus Forecasts Of U.S. Interest Rates And Key Assumptions®

History: Consensus Forecasts-Quarterly Avg.

------- Average For Week Ending------  ----Average For Month--- LatestQtr| 3Q 4Q 1Q 2Q 3Q 4Q

Interest Rates July21 July14 July7 June30 Jun May Apr 2Q2017 (2017 2017 2018 2018 2018 2018
Federal Funds Rate 1.16 1.16 1.12 1.16 1.03  0.90 0.90 0.94 12 13 15 16 18 20
Prime Rate 4.25 4.25 4.25 4.25 413 4.00 4.00 4.04 43 44 45 47 49 51
LIBOR, 3-mo. 131 1.30 1.30 1.30 126 1.18 1.16 1.20 14 15 17 19 21 23
Commercial Paper, 1-mo.  1.11 1.10 1.09 1.06 1.00 084 0.83 0.89 1.2 1.3 15 1.7 1.9 2.1
Treasury bill, 3-mo. 111 1.05 1.05 1.02 1.00 0.90 0.81 0.90 11 12 14 16 18 20
Treasury bill, 6-mo. 111 1.13 1.14 1.13 111  1.03 0.95 1.03 12 13 15 17 19 21
Treasury bill, 1 yr. 1.22 1.22 1.23 1.22 120 112 1.04 1.12 13 15 17 19 21 22
Treasury note, 2 yr. 1.36 1.37 1.41 1.37 133 131 1.24 1.29 15 16 18 20 22 23
Treasury note, 5 yr. 1.83 1.90 1.94 1.83 177 185 1.83 1.82 19 21 23 24 26 27
Treasury note, 10 yr. 2.27 2.35 2.36 2.23 219 231 2.30 2.27 24 26 27 29 30 31
Treasury note, 30 yr. 2.85 291 2.89 2.78 281 297 2.94 291 30 31 33 34 36 37
Corporate Aaa bond 3.75 3.84 3.85 3.76 381 399 4.00 3.93 39 41 43 45 A7 48
Corporate Baa bond 4.34 4.44 4.44 4.34 439 457 4.60 4.52 46 48 50 51 54 55
State & Local bonds 341 3.46 3.47 3.40 337 351 3.55 3.48 36 38 40 41 43 44
Home mortgage rate 3.96 4.03 3.96 3.88 390 401 4.05 3.99 41 42 44 46 47 438

History Consensus Forecasts-Quarterly

3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 30 4Q 1Q 20 3Q 4Q

Key Assumptions 2015 2015 2016 2016 2016 2016 2017 2017 | 2017 2017 2018 2018 2018 2018
Major Currency Index 91.8 931 93.3 89.6 90.3 93.7 94.4 93.0 90.9 909 911 916 914 914
Real GDP 1.6 0.5 0.6 2.2 2.8 1.8 1.2 2.6 24 23 23 24 23 22
GDP Price Index 1.4 0.8 0.3 2.4 1.4 2.0 2.0 1.0 17 20 21 21 21 22
Consumer Price Index 1.5 0.4 0.1 2.3 1.8 3.0 31 -0.3 16 22 23 22 22 24

Forecasts for interest rates and the Federal Reserve’s Major Currency Index represent averages for the quarter. Forecasts for Real GDP, GDP Price Index and Consumer Price
Index are seasonally-adjusted annual rates of change (saar). Individual panel members’ forecasts are on pages 4 through 9. Historical data: Treasury rates from the Federal Re-
serve Board’s H.15; AAA-AA and A-BBB corporate bond yields from Bank of America-Merrill Lynch and are 15+ years, yield to maturity; State and local bond yields from
Bank of America-Merrill Lynch, A-rated, yield to maturity; Mortgage rates from Freddie Mac, 30-year, fixed; LIBOR quotes from Intercontinental Exchange. All interest rate
data is sourced from Haver Analytics. Historical data for Fed’s Major Currency Index is from FRSR H.10. Historical data for Real GDP and GDP Chained Price Index are from
the Bureau of Economic Analysis (BEA). Consumer Price Index (CPI) history is from the Department of Labor’s Bureau of Labor Statistics (BLS).
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————————————— 3-Month Interest Rates'----------------

History Consensus Forecasts
Month Year Months From Now:
Latest:  Ago: Ago: 3 6 12
1.32 1.29 0.70 1.51 1.88 2.16
-0.01 0.00 -0.03 0.03 0.03 0.04
0.32 0.32 0.55 0.33 0.36 0.43
-0.73 -0.73 -0.76 | -0.75 -0.75 -0.75
1.20 0.85 0.81 0.98 1.08 1.30
1.87 1.94 2.23 1.60 1.60 1.70
-0.33 -0.33 -0.30 | -0.33 -0.32 -0.26
——————————— 10-Yr. Government Bond Yields®------
History Consensus Forecasts
Month Year Months From Now:
Latest: Ago: Ago: 3 6 12
2.32 2.16 1.55 2.48 2.63 4.97
0.55 0.26 -0.01 0.55 0.62 0.81
0.07 0.04 -0.22 0.06 0.08 0.10
1.21 1.07 0.98 1.34 1.49 1.71
0.81 0.61 0.21 0.97 0.99 1.18
212 1.90 1.25 2.27 243 2.44
0.04 -0.15 -0.55 0.04 0.14 0.26
1.97 1.49 1.12 1.95 2.10 2.37
2.68 2.39 1.92 2.75 2.82 2.96
1.59 1.38 1.19 1.76 1.85 1.96
---------------- Foreign Exchange Rates!-----------
History. Consensus Forecasts
Month  Year Months From Now:
Latest: Ago: Ago: 3 6 12
88.639 91.925 91.783 | 91.3 91.2 90.3
111.18 111.26 106.22 | 113.0 1143 115.6
1.2968 1.2727 1.3091 | 1.29 1.30 1.31
0.9468 0.9692 0.9888 | 0.97 0.97 0.96
1.2545 1.3263 1.3178 | 1.30 1.30 1.28
0.7911 0.7578 0.7453 | 0.75 0.75 0.76
1.1655 1.1196 1.0968 | 1.13 1.13 1.15
Consensus Consensus
3-Month Rates 10-Year Gov’t
vs. U.S. Rate Yields vs. U.S. Yield
Now In 12 Mo. Now In 12
-1.33 -2.13 Germany -1.77 -2.04
-1.00 -1.74 Japan -2.25 -2.76
-2.05 -2.91 U.K. -1.11 -1.14
-0.12 -0.86 France -1.51 -1.67
0.55 -0.46 Italy -0.20 -0.42
-1.65 -2.42 Switzerland  -2.28 -2.60
Canada -0.35 -0.49
Australia 0.36 0.11
Spain -0.73 -0.89

Forecasts of panel members are on pages 10 and 11. Definitions of vari-
ables are as follows: ‘Three month rate on interest-earning money mar-
ket deposits denominated in selected currencies. 2Government bonds are
yields to maturity. Foreign exchange rate forecasts for U.K., Australia
and the Euro are U.S. dollars per currency unit. For the U.S dollar,
forecasts are of the U.S. Federal Reserve Board’s Major Currency Index.

International Commentary The U.S. greenback continued its swoon
in July with the dollar index falling to 13-month lows. The downdraft
has resulted from fading prospects for U.S. fiscal stimulus and tax
reform and more recently by expectations that the FOMC will not hike
rates again until December and somewhat more hawkish stances by
aother major central banks. Shorting the dollar, however, has become
a very crowded trade, causing some market participants to predict it
may be due for at least a meaningful, near-term bounce higher. More-
over, the consensus thinks dollar bearishness has been overdone, and
that the greenback may work its way higher over the next year and a
half as the FOMC continues to normalize interest rates at a faster pace
than its counterparts.

The ECB left interest rates unchanged at its July 20" meeting, reiterat-
ing that it expects rates will be held at present levels for an extended
period and well past the conclusion of its asset purchase program that
currently involves monthly purchases of 60 billion euros until the end
of December. During the post-meeting press conference, ECB Presi-
dent Draghi sounded less hawkish than in late June when he noted at a
conference in Portugal that “deflationary forces had been replaced by
inflationary ones.” Indeed, he said at the ECB’s July press conference
that a very substantial degree of monetary policy accommodation is
still needed. However, he added that policymakers this fall will dis-
cuss what they intend to do with the asset purchase program beyond
December. Many analysts hope for some hints of that decision when
Draghi speaks at the Jackson Hole conference in late August. Real
GDP growth in the Eurozone probably grew at a near 3.0% clip
(g/q,saar) in Q2, but inflation remains well short of the ECB’s near
2.0% target.

Odds of a hike in interest rates by the Bank of England’s Monetary
Policy Committee at its August 3 meeting fell over the past month.
At its June meeting, markets were shocked when three of the the eight
voting MPC members voted in favor of an immediate hike in rates.
However, conflicting signals on the economy since then, coupled with
dovish comments from Mark Carney have undercut expectations of an
August hike. While inflation unexpectedly fell in June it still is run-
ning well above the BoE’s 2.0% target and the unemployment rate is
at its lowest in 40 years. However, wage growth is tepid, as is business
investment and exports. On top of everything else, there remains con-
siderable concern about the potential economic and financial impact
of Britain’s exit from the Eurozone. Real GDP increased only 0.3%
(a/q) in Q2, leaving the economy growing in the first half of this year
at its slowest pace since 2012.

The Bank of Canada raised its policy rate by 25 basis points to 0.75%
on July 12" marking the first increase in seven years. According to
the bank the move was justified because a significant amount of slack
had been absorbed and the output gap is expected to close by the end
of this year. The BoC raised its forecast of real GDP growth this year
to 2.8% from 2.6% and its estimate of 2018 growth from 1.9% to
2.0%. Real GDP in Q2 likely grew about 3.0% (q/qg,saar) following a
well-above trend rate increase of 3.7% in QL. Inflation currently re-
mains below the BoC’s 2.0% target, but a further 25 basis point rate
increase this fall is likely, according to most analysts.

At its July 20" meeting, the Bank of Japan left its key interest rate at a
minus 0.1% and its asset purchase program unaltered. It also main-
tained its target of around zero for 10-year JGBs. It reiterated its infla-
tion target of 2.0%, but in a surprise move lowered its inflation fore-
casts and upped its real GDP forecasts for this year and next. Real
GDP grew 1.0% (g/qg,saar) in Q1 of this year - the fourth consecutive
increase - but likely grew at double that pace in Q2. Minutes of the
BoJ’s June meeting indicated a spirited discussion of how much to
share with the public about the banks eventual exit from its super-
accommodative monetary policy for fear of upsetting markets.

The Reserve Bank of Australia left policy unchanged in July, but
minutes of the meeting were more hawkish then expected, lifting rates
and the dollar (see pages 10-11 for individual panelists’ forecasts).



Docket No. G011/GR-17-563
Bulkley Work Papers
Minnesota Energy Resources Corporation Page 87 of 141

4 ® BLUE CHIP FINANCIAL FORECASTS B AUGUST 1, 2017 |

Third Quarter 2017

Interest Rate Forecasts Key Assumptions
Percent Per Annum -- Average For Quarter- Avg. For | - (Q-Q % Change)------
Blue Chip Short-Term Intermediate-Term Long-Term Qe | e (SAAR)-----------
Fnancial Forecasts r 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A. B. C D.
Panel Members Federal Prime LBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home | Fed's Major GDP Cons.
Funds Bank  Rate  Paper  Bils Bills Bils  Notes Notes Notes Bond  Corp.  Corp.  Local  Mug. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2Yr. 5Yr. 10-Yr. 30-Yr. Bond Bond Bonds  Rate $ Index GDP Index Index
J.P. Morgan Chase 13H na 13 na na na na 15 19 2.3 28 L na na na na na 18 18 15
Scotiabank Group 13 43 L na na 11 na na 15 2.0 24 29 na na na na na 24 2.0 18
Swiss Re 13 44H 15 12 11 12 15 18H 22H 27H 36H 45 5.4 na 45H na 22 01L 11
MacroFin Analytics 12 43 L 14 12 12H 12 13 15 1.9 24 30 3.8 43 L 36 41 90.5 2.5 2.0 19
Chase Wealth Management 1.2 43 L 13 12 11 12 13 14 14L 23 28 L 38 43 L 34L 39 92.0 2.0 2.0 21
IHS Markit 12 43 L 13 na 11 12 13 15 20 24 31 3.8 46 3.8 41 na 31 18 14
Wells Fargo 12 43 L 12L 12 12H 12 12 15 20 24 29 3.8 45 35 41 89.5 2.7 17 17
Naroff Economic Advisors 12 43 L 13 12 12H 12 13 14 19 23 29 40 46 36 4.0 90.7 25 21 18
NatWest Markets 12 43 L 16H 12 12H 14H 16H 14 18 22 L 28L 37L 44 34 L 39 90.0 2.6 14 14
Chmura Economics & Analytics 12 43 L 13 12 11 12 12L 14 19 24 29 na na na 40 na 19 2.0 19
Stone Harbor Investment Partners 12 43 L 14 13H 11 12 13 14 20 24 29 41 47 na 41 90.0 24 16 2.0
AG 12 na na na 11 13 14 15 20 24 29 na 45 na 4.2 na 29 16 18
Amherst Pierpont Securities 12 43 L 13 12 11 12 13 14 1.9 24 3.0 38 45 36 4.0 905 31 2.0 13
Economist Intelligence Unit 12 43 L 13 1.2 12H 11 12L 14 18 2.3 28 L na na na 3.9 na 18 na 2.3
Georgia State University 12 43 L na na 11 12 13 16 2.1 25 3.0 42 4.7 na 41 na 14 33H 25
Moody's Analytics 12 43 L 14 11L 08L 09L 12L 13L 20 2.6 33 46H 55H 37 43 na 28 11 17
Nomura Securities, Inc. 12 43 L 13 na na na na 16 2.0 25 3.0 4.1 4.7 na 4.1 na 2.0 2.0 14
Regions Financial Corporation 12 43 L 14 12 12H 12 13 14 19 24 29 42 48 39H 40 90.2 25 19 14
Societe Generale 12 43 L na na na na na 14 1.9 23 29 na na na na na 2.2 22 17
Daiwa Capital Markets America 12 43 L 14 12 11 13 14 14 19 23 29 3.8 44 na 41 90.0 25 17 15
DePrince & Assoc. 12 43 L 14 12 11 12 13 14 19 24 29 3.8 45 36 41 90.2 24 18 26 H
DS Economics 12 43 L 13 11L 10 12 13 15 20 24 29 3.8 45 35 38 L 89.1 13L 13 13
MUFG Union Bank 12 43 L 14 12 11 12 15 15 20 24 3.0 3.8 44 36 41 90.0 29 19 17
GLC Financial Economics 11L 43 L 14 12 11 11 12 L 14 19 23 29 37L 43 34L 40 90.3 29 23 24
Wells Capital Management 11L 43 L 13 1L 11 11 13 14 19 25 3.0 38 45 39H 42 890 L[| 26 18 13
Action Economics 11L 43L 13 12 11 1.2 1.3 15 20 24 3.0 38 45 35 39 93.0 31 12 1.0
Bank of America Merrill Lynch 11L na 14 na 11 na na 15 21 2.6 31 na na na na na 2.3 18 16
BMO Capital Markets 11L 43L 13 na 11 12 13 14 2.0 24 29 na na na 41 90.2 21 14 14
Comerica Bank 11L 43L 13 na 1.0 11 12 L 14 19 24 28 L na na na 4.0 na 32 19 1.0
Fannie Mae 11L 43L na na 11 11 13 14 19 2.3 29 na na na 40 na 19 13 13
Goldman Sachs & Co. 11L na 14 na 1.0 na na 15 21 25 29 na na na 44 na 25 13 11
High Frequency Economics 11L 43L na na 1.0 12 13 16 20 24 3.0 na na na na na 2.3 2.0 2.0
Loomis, Sayles & Company 11L 43L 14 11L 11 13 14 15 1.9 2.3 29 39 4.6 34L 40 921 24 14 17
Moody's Capital Markets Group 11L 43L 13 12 11 12 13 14 19 2.3 29 39 44 34L 40 89.7 24 17 11
Oxford Economics 11L na 14 na 11 12 13 14 18 22 L 29 na na na 38 L 90.5 21 11 16
PNC Financial Services Corp. 11L 43L 14 na 11 12 13 15 20 24 30 na 4.6 3.7 41 935 Hl 33H 19 11
RBC Capital Markets 11L na na na na na na 15 20 24 29 na na na na na 2.6 17 13
S&P Global 11L 43L 16H na 1.0 12 13 16 20 24 31 na na na 4.2 924 25 21 19
The Northern Trust Company 11L 43 L 14 1L 11 12 13 15 20 24 31 3.8 4.6 35 41 na 18 1.0 12
Barclays Capital 11L 43L 14 na na na na 16 2.0 24 3.0 na na na na na 2.0 17 1.6
BNP Paribas Americas 11L na 13 na na na na 13L 18 22L na na na na na na 24 na 12
RidgeWorth Investments 11L 43 L 14 11L 10 11 12 L 14 20 24 31 39 46 36 4.2 935 H| 24 21 00 L
Cycledata Corp. 11L 43L 14 12 11 12 13 15 20 24 28 L 38 45 35 39 92.0 22 20 2.0
Natl Assn. of Realtors 11L 43L 14 12 11 12 13 15 1.9 24 29 38 44 35 4.0 na 24 1.9 21
RDQ 11L 43 L 15 11L 12H 14H 15 1.6 2.1 2.5 3.1 39 4.6 39H 42 91.6 2.2 2.1 2.6 H
August Consensus 1.2 43 14 12 11 1.2 13 15 1.9 2.4 3.0 39 4.6 3.6 4.1 90.9 2.4 17 1.6
Top 10 Avg. 1.2 4.3 15 1.2 1.2 1.3 14 1.6 2.0 25 3.2 4.1 48 3.7 4.2 92.1 3.0 2.2 2.3
Bottom 10 Avg. 11 4.3 13 11 1.0 11 1.2 14 1.8 2.3 2.8 3.8 4.4 3.4 3.9 89.8 18 11 1.0
July Consensus 12 43 14 12 11 1.2 13 15 2.0 24 3.0 40 47 37 41 92.8 24 19 19
Number of Forecasts Changed From A Month Ago:
Down 9 5 15 9 9 11 14 21 16 14 21 15 20 14 13 20 12 16 25
Same 31 23 9 11 15 14 14 17 18 18 13 7 6 4 13 3 24 19 11
Up 5 10 13 5 14 10 7 7 11 13 10 4 2 4 10 0 9 8 9
Diffusion Index 46% 57% 47% 42% 57% 49% 40% 34% 44% 49% 38% 29% 18% 27% 46% T%l 4T%  41% 32%
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Fourth Quarter 2017

Interest Rate Forecasts Key Assumptions
Percent Per Annum-- Average For Quarter Avg. For | - (Q-Q % Change)------
Blue Chip Short-Term Intermediate-Term: Long-Term: Qtre-- | - (SAAR)-----------
Fnancial Forecasts r 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A B. C. D.
Panel Members Federal Prime LBOR Com.  Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home | Fed's Major GDP Cons.
Funds Bank Rate  Paper  Bils Bills Bils  Notes Notes Notes  Bond Corp.  Corp.  Local Mtg. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2-Yr. 5Yr. 10-Yr. 30-Yr. Bond Bond Bonds Rate $ Index GDP Index Index
Scotiabank Group 15H 45 na na 13 na na 17 21 25 32 na na na na na 2.2 2.0 18
Swiss Re 15H 46H 18H 15H 14 16H 18H 21H 23 2.7 3.6 45 55 na 46 na 22 2.8 38H
Chmura Economics & Analytics 15H 45 1.7 15 14 15 16 1.8 23 2.7 3.2 na na na 43 na 25 2.2 15
Moody's Analytics 14 45 1.6 13 09L 10L 13L 15 2.3 30H 38H 51H 61H 41 46 na 3.0 30H 21
Nomura Securities, Inc. 14 45 1.6 na na na na 1.6 2.1 2.6 31 4.2 48 na 43 na 22 19 24
Chase Wealth Management 14 45 15 14 13 14 15 1.6 16 L 25 3.0 4.0 45 L 36 41 92.1 21 2.3 2.2
MUFG Union Bank 14 45 1.6 15 14 15 18H 18 2.3 27 32 4.0 46 39 44 880 L| 2.8 2.0 24
Naroff Economic Advisors 14 45 15 14 14 14 15 1.7 2.2 25 31 4.2 49 3.8 43 91.0 2.8 24 2.2
Bank of America Merrill Lynch 14 na 1.6 na 13 na na 1.6 2.2 29 3.2 na na na na na 2.3 18 17
J.P. Morgan Chase 14 na 14 na na na na 17 22 25 31 na na na na na 18 22 25
MacroFin Analytics 14 45 1.6 14 14 14 14 1.6 2.0 25 3.2 4.0 45 L 38 43 91.0 21 2.0 21
Barclays Capital 14 45 1.7 na na na na 1.8 2.1 24 3.0 na na na na na 20 24 2.7
Stone Harbor Investment Partners 14 45 1.7 15 12 13 14 15 2.2 2.6 31 43 49 na 44 89.0 2.6 15 2.2
DePrince & Associates 13 43 L 17 14 13 14 15 1.7 2.2 2.6 31 41 5.0 39 43 89.9 25 19 25
Loomis, Sayles & Company 13 44 1.6 13 12 14 17 1.8 2.1 25 3.0 4.2 49 35 41 924 21 16 2.0
IHS Markit 13 43 L 15 na 12 14 15 1.6 2.2 2.7 34 42 49 41 43 na 2.6 2.3 21
Goldman Sachs & Co. 13 na 16 na 12 na na 17 23 2.7 31 na na na 45 na 23 21 2.3
RBC Capital Markets 13 na na na na na na 1.7 2.2 2.6 31 na na na na na 25 15 18
AG 12 na na na 18H 15 17 1.8 2.2 25 31 na 46 na 42 na 22 14 L 15
NatWest Markets 12 43 L 16 13 13 15 17 1.6 2.0 24 31 38L 45L 37 41 91.0 24 19 23
Action Economics 12 43 L 14 12 L 12 13 15 18 23 2.7 33 39 4.6 38 41 89.7 27 24 2.8
BMO Capital Markets 12 43 L 14 na 11 12 14 1.6 2.1 25 3.0 na na na 41 91.0 25 2.0 24
Economist Intelligence Unit 12 43 L 14 12 L 12 12 13L 14L 19 23 L 29 na na na 4.0 na 21 na 2.2
GLC Financial Economics 12 43 L 15 12 L 11 12 13L 15 2.0 25 31 4.0 47 3.7 41 91.0 29 21 25
Regions Financial Corporation 12 43 L 15 14 12 13 15 1.6 2.0 25 31 43 49 41 42 90.9 22 18 17
RidgeWorth Investments 12 43 L 15 12 L 11 12 13L 15 21 2.6 33 41 48 39 43 93.0 24 2.2 14 L
Wells Capital Management 1.2 43 L 14 13 13 12 14 1.6 21 27 33 42 49 42 44 89.2 25 21 25
Amherst Pierpont Securities 12 43 L 15 12 L 12 13 14 1.7 2.2 2.7 33 42 49 40 44 91.0 31H 22 3.0
Daiwa Capital Markets America 12 43 L 15 13 12 13 14 1.6 2.0 24 3.0 39 45 L na 4.2 91.0 2.3 2.0 21
DS Economics 1.2 43 L 14 12L 10 14 1.6 1.8 21 25 30 4.0 46 37 39 L 89.9 1.6 16 17
Natl Assn. of Realtors 12 43 L 15 13 12 14 15 1.7 2.1 25 3.0 39 45 L 36 42 na 22 2.2 2.3
RDQ Economics 12 43 L 17 13 14 16H 17 1.8 2.3 2.8 34 4.2 48 44H 45 93.0 22 21 2.2
Wells Fargo 12 43 L 13L 12L 13 13 13L 16 21 24 29 38L 45 35 41 89.5 2.3 2.0 2.3
S&P Global 12 43 L 16 na 11 12 14 1.7 2.1 25 3.2 na na na 43 92.2 24 21 2.0
The Northern Trust Company 12 43 L 15 12L 12 13 15 17 2.2 26 33 40 5.0 38 42 na 20 18 19
Comerica Bank 12 43 L 14 na 11 12 13L 15 19 24 28 L na na na 4.0 na 29 2.0 25
Fannie Mae 12 43 L na na 11 12 14 15 19 23 L 29 na na na 4.0 na 20 16 18
High Frequency Economics 12 43 L na na 12 14 16 19 2.3 2.7 33 na na na na na 2.3 2.2 2.2
Moodys Capital Markets Group 12 43 L 14 1.3 12 12 14 15 2.0 24 3.0 4.0 45 L 34L 41 90.0 21 18 15
PNC Financial Services Corp. 12 43 L 15 na 12 14 15 1.6 2.1 2.6 3.2 na 48 3.6 43 935 H| 23 2.0 19
Georgia State University 12 43 L na na 1.0 12 14 1.6 25H 30H 35 46 54 na 47H na 1L 23 19
Societe Generale 12 43 L na na na na na 15 2.0 24 3.0 na na na na na 22 24 2.2
Oxford Economics 11L na 14 na 11 12 14 16 1.9 23 L 29 na na na 39 L 90.0 25 1.9 2.0
BNP Paribas Americas 11L na 1.6 na na na na 1.7 2.3 2.7 na na na na na na 2.6 na 2.8
Cycledata Corp. 11 L 43 L 14 12 L 11 1.2 13L 15 2.0 2.5 29 4.0 4.7 3.6 4.0 92.0 2.2 2.0 2.1
August Consensus 1.3 44 15 13 12 13 15 16 21 26 31 41 48 38 42 90.9 2.3 2.0 2.2
Top 10 Avg. 1.4 4.5 1.7 1.4 1.4 15 1.7 1.8 2.3 2.8 3.4 4.4 5.1 4.0 4.5 92.1 2.8 25 2.8
Bottom 10 Avg. 12 4.3 1.4 1.2 11 1.2 13 15 1.9 2.4 2.9 3.9 45 3.6 4.0 89.6 1.9 1.6 1.6
July Consensus 13 44 15 13 12 13 15 17 21 26 32 42 49 39 43 93.3 2.3 2.0 22
Number of Forecasts Changed From A Month Ago:
Down 9 9 15 13 10 12 14 18 15 15 16 12 17 10 15 21 11 9 13
Same 32 24 14 10 18 18 16 22 18 18 16 9 5 8 12 3 25 26 21
Up 4 5 9 3 11 6 6 5 12 12 12 6 7 6 10 0 9 8 10
Diffusion Index 44% 45% 42% 31% 51% 42% 39% 36% 47% 47% 45% 39% 33% 42% 43% 6%| 48% 49% 47T%
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Interest Rate Forecasts Key Assumptions
Percent Per Annum -- Average For Quarter: Avg.For | - (Q-Q % Change)------
Blue Chip Short-Term: Intermediate-Term Long-Term: Qtreee | - (SAAR)-----------
Fnancial Forecasts 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A. B. C. D.
Panel Members Federal Prime LBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home | Fed's Major GDP Cons.
Funds Bank  Rate  Paper  Bils Bills Bills Notes  Notes  Notes Bond Corp.  Corp.  Local Mtg. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2-Yr. 5-Yr. 10-Yr. 30-Yr. Bond Bond Bonds Rate $ Index GDP Index Index
Swiss Re 18H 49H 20H 18H 17H 19H 21H 23H 25 2.8 3.7 46 55 na 4.9 na 21 33H 33H
Naroff Economic Advisors 17 48 1.7 1.7 17H 18 1.9 22 25 2.8 35 44 5.1 41 45 90.0 31H 26 2.7
Chmura Economics & Analytics 17 48 19 17 16 17 1.8 2.0 26H 30 35 na na na 4.6 na 2.7 23 21
Nomura Securities, Inc. 17 4.8 18 na na na na 1.8 2.3 2.7 3.2 4.3 49 na 4.4 na 21 20 2.2
Bank of America Merrill Lynch 1.6 na 1.9 na 1.6 na na 17 23 29 33 na na na na na 15 1.8 1.8
MacroFin Analytics 16 47 1.8 1.6 1.6 16 1.7 1.9 2.3 2.8 34 42 47 4.0 45 915 2.0 21 22
Barclays Capital 1.6 48 1.9 na na na na 20 22 25 31 na na na na na 20 2.3 25
MUFG Union Bank 1.6 48 1.9 1.7 1.6 17 21H 20 24 2.8 34 42 48 4.0 45 86.0 L| 29 21 31
DePrince & Assoc. 1.6 46 2.0 1.7 1.6 16 1.9 20 24 2.8 3.2 44 54 4.2 45 90.6 2.7 21 25
Daiwa Capital Markets America 15 47 18 1.6 15 1.6 17 18 22 26 31 41 47 na 44 92.0 22 22 23
Goldman Sachs & Co. 15 na 1.8 na 14 na na 1.9 25 2.8 31 na na na 4.7 na 23 2.0 2.2
IHS Markit 15 45 1.6 na 14 16 17 1.8 24 3.0 3.6 45 5.3 4.4 4.7 na 2.8 2.3 17
J.P. Morgan Chase 15 na 1.6 na na na na 18 23 27 32 na na na na na 18 21 24
RBC Capital Markets 15 na na na na na na 2.0 24 2.8 3.2 na na na na na 25 2.0 29
Scotiabank Group 15 45 na na 13 na na 18 23 27 34 na na na na na 21 2.0 18
Amherst Pierpont Securities 15 46 1.7 1.6 15 1.6 1.8 1.9 25 3.0 3.6 45 53 43 4.7 92.0 2.8 24 31
NatWest Markets 15 46 1.8 15 15 17 2.0 1.9 2.2 2.6 34 39L 45L 40 43 93.0 29 19 24
Action Economics 15 46 15 15 15 16 1.8 20 25 29 35 41 46 39 4.2 89.6 2.0 19 25
Economist Intelligence Unit 15 45 1.6 14 14 14 15 1.7 21 2.6 31 na na na 4.2 na 2.0 na 2.2
Loomis, Sayles & Company 15 46 1.8 15 14 16 1.9 20 2.3 2.6 3.0 43 5.0 3.6 4.2 924 25 2.0 21
Regions Financial Corporation 14 44 1.6 15 14 15 17 18 22 27 33 44 51 42 44 91.8 25 17 2.0
DS Economics 14 45 15L 14 1.2 16 1.8 20 2.3 2.6 3.2 42 47 39 41 90.7 19 19 19
Comerica Bank 14 45 17 na 13 14 15 17 22 2.6 3.1 na na na 42 na 2.7 2.0 22
High Frequency Economics 14 45 na na 15 16 18 21 25 29 35 na na na na na 2.8 25 25
AG 14 na na na 13 1.7 1.9 2.0 24 26 33 na 47 na 43 na 1.7 14 12 L
Moody's Analytics 14 45 1.6 13L 09L 10L 13L 15L 23 3.0 3.8 51 61H 41 46 na 3.0 3.0 21
Chase Wealth Management 14 45 15L 14 13 14 15 1.6 16 L 25 30 4.0 45 L 36 41 92.2 0L 22 23
Natl Assn. of Realtors 14 45 1.7 15 14 16 17 1.9 2.3 2.7 3.2 41 47 3.8 43 na 2.0 23 2.3
RDQ Economics 14 45 1.9 15 15 18 2.0 21 26H 31 3.7 45 51 48H 48 942 H| 22 22 2.3
RidgeWorth Investments 14 45 1.7 14 13 14 15 1.7 2.3 2.8 35 43 5.0 4.2 4.6 925 24 2.3 16
Societe Generale 14 45 na na na na na 1.7 21 25 31 na na na na na 23 25 2.6
Wells Fargo 14 45 15L 13L 14 14 15 1.8 2.3 2.6 31 4.0 47 3.6 43 88.5 25 2.0 2.3
BMO Capital Markets 14 44 1.6 na 13 14 16 18 22 25 3.0 na na na 42 92.0 1.8 23 2.7
Fannie Mae 14 45 na na 13 14 15 1.6 2.0 24 29 L na na na 41 na 18 2.0 19
GLC Financial Economics 14 45 1.6 14 13 14 15 1.7 2.3 2.8 34 45 5.2 41 4.6 91.9 2.8 2.0 2.3
Moody's Capital Markets Group 14 45 1.6 15 14 14 15 1.6 21 25 31 41 46 35L 42 89.8 24 19 2.8
PNC Financial Senices Corp. 14 45 17 na 13 15 16 1.8 22 2.8 34 na 49 3.6 44 93.3 21 21 24
S&P Global 14 46 2.0 na 13 15 16 1.8 2.2 2.6 3.2 na na na 4.4 91.8 25 19 2.3
The Northern Trust Company 14 45 1.7 14 14 15 1.7 2.0 24 28 36 43 52 41 44 na 20 1.9 20
Wells Capital Management 14 45 1.6 15 15 15 17 1.8 2.3 29 35 44 5.1 43 46 89.6 2.7 2.3 2.6
BNP Paribas Americas 14 na 1.9 na na na na 1.9 26H 31 na na na na na na 27 na 21
Stone Harbor Investment Partners 14 45 1.6 15 13 14 15 1.6 22 26 32 43 49 na 44 90.0 22 18 22
Oxford Economics 14 na 1.6 na 13 14 15 17 20 23L 29L na na na 40 L 89.6 28 16 23
Cycledata Corp. 13L 43L 16 14 13 14 15 1.7 2.2 2.7 3.2 43 5.0 39 4.3 92.0 2.0 21 2.2
Georgia State University 13 L 43L na na 1.1 1.3 15 1.7 25 32H 39H 53H 6.1 na 51H na 2.5 11 L 14
August Consensus 15 4.5 1.7 15 14 15 1.7 1.8 2.3 2.7 3.3 4.3 5.0 4.0 4.4 91.1 2.3 2.1 2.3
Top 10 Avg. 1.6 4.7 1.9 1.6 1.6 17 1.9 2.1 2.5 3.0 3.6 4.6 5.4 4.3 4.7 92.6 2.9 2.6 2.8
Bottom 10 Avg. 1.4 4.4 1.6 1.4 1.2 13 15 1.6 2.1 25 3.0 4.1 4.7 37 4.1 89.4 1.8 1.7 1.7
July Consensus 15 4.6 1.7 15 14 15 17 1.8 2.3 2.7 33 4.4 51 4.1 4.5 93.6 2.3 2.1 2.3
Number of Forecasts Changed From A Month Ago:
Down 5 6 13 13 9 9 9 15 11 14 15 12 14 10 13 21 8 11 15
Same 37 29 17 13 22 23 19 24 23 18 18 8 9 9 13 3 29 26 24
Up 3 3 8 1 8 4 8 6 11 13 11 7 6 4 11 1 8 6 6
Diffusion Index 48% 46% 43% 28% 49% 43% 49% 40% 50% 49% 45% 41% 36% 37T% 4T% 10%| 50% 44% 40%
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Second Quarter 2018

Interest Rate Forecasts Key Assumptions
Percent Per Annum -- Average For Quarter Avg. For ---(Q-Q % Change)------
Blue Chip Short-Term Intermediate-Term Long-Term —-Qtr--- | eee-
Financial Forecasts d 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A. B. C. D.
Panel Members Federal Prime LIBBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home | Fed's Major GDP Cons.
Funds Bank Rate  Paper  Bills Bills Bills Notes  Notes  Notes Bond Corp.  Corp.  Local Mtg. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2-Yr. 5Yr. 10-Yr. 30-Yr. Bond Bond Bonds Rate $ Index GDP Index Index
Swiss Re 20H 51H 23H 21H 20H 21H 24H 26H 27 3.0 39 47 5.7 na 49 na 21 03 L 13
Chmura Economics & Analytics 19 5.0 2.2 2.0 18 2.0 21 23 29H 33H 38 na na na 49 978 Hl 34H 23 18
Bank of America Merrill Lynch 19 na na na na na na na na na na na na na na na 23 18 22
Barclays 19 5.0 21 na na na na 2.0 23 25 31 na na na na na 25 22 22
MacroFin Analytics 19 49 2.0 1.9 1.8 19 19 21 25 3.0 3.7 44 49 42 48 92.0 2.0 2.2 2.2
MUFG Union Bank 1.9 5.0 21 1.9 1.9 2.0 2.3 2.2 2.6 3.0 3.6 43 5.1 41 46 85.0 L| 3.0 28H 26
Naroff Economic Advisors 1.8 5.0 19 2.0 1.9 2.0 2.3 24 29 33H 39 47 34 L 43 5.0 89.0 2.3 25 29
Daiwa Capital Markets America 1.8 49 2.0 1.8 1.7 1.9 2.0 21 24 2.8 3.2 43 49 na 46 93.0 2.0 2.3 24
Goldman Sachs & Co. 1.8 na 21 na 1.7 na na 21 2.7 3.0 3.2 na na na 48 na 2.0 2.0 21
RBC Capital Markets 1.8 na na na na na na 2.2 2.6 29 34 na na na na na 33 14 0.9
Scotiabank Group 1.8 438 na na 1.6 na na 19 2.4 29 34 na na na na na 21 2.0 2.2
NatWest Markets 1.7 48 2.0 1.8 1.8 20 2.2 21 25 2.8 35 41 47 41 44 95.0 32 14 08 L
DS Economics 1.7 48 1.7 18 15 1.9 20 21 24 2.7 34 44 48 40 43 915 20 2.0 2.0
Moody's Analytics 1.7 48 1.9 1.6 12L 13L 15L 18 2.6 33H 40H 53H 63H 42 48 na 29 2.8 2.3
Regions Financial Corporation 17 47 1.9 17 16 1.7 2.0 20 24 29 35 46 5.2 44 46 92.7 24 20 21
Action Economics 17 48 1.8 1.7 17 1.8 20 22 2.6 3.0 3.6 42 47 40 44 89.8 2.8 28 H 22
DePrince & Assoc. 17 4.7 21 1.8 17 1.8 21 2.2 2.6 3.0 34 46 5.7 44 47 91.2 2.7 2.2 25
Loomis, Sayles & Company 17 48 20 1.7 16 1.8 21 23 2.6 2.8 3.1 45 5.2 3.8 44 924 2.4 20 21
Natl Assn. of Realtors 17 48 19 1.7 16 1.8 19 21 25 29 33 43 49 4.0 45 na 2.2 23 2.3
RDQ Economics 17 48 2.2 1.8 1.8 21H 22 2.3 2.8 33H 38 47 5.3 49H 50 94.9 2.0 22 2.3
Ambherst Pierpont Securities 17 48 2.0 1.8 17 19 2.0 2.2 2.8 3.2 3.9 48 5.6 45 5.0 93.0 3.0 2.3 32 H
Societe Generale 1.7 48 na na na na na 18 2.2 26 32 na na na na na 2.2 19 20
High Frequency Economics 1.7 48 na na 17 19 21 2.2 2.6 3.0 3.6 na na na na na 2.8 2.6 2.6
Economist Intelligence Unit 17 4.7 1.8 1.6 16 1.6 1.7 19 2.3 2.8 33 na na na 44 na 2.8 na 2.3
Nomura Securities, Inc. 17 4.8 1.8 na na na na 19 2.3 2.7 3.2 4.3 49 na 4.4 na 19 19 2.2
Comerica Bank 1.6 47 1.9 na 15 1.6 1.7 20 24 2.8 33 na na na 45 na 27 20 20
J.P. Morgan Chase 16 na 17 na na na na 1.9 24 2.7 32 na na na na na 8L 21 24
BNP Paribas Americas 1.6 na 2.0 na na na na 21 2.7 3.2 na na na na na na 2.6 na 2.6
Stone Harbor Investment Partners 1.6 48 1.9 1.6 15 1.6 17 18 24 2.8 33 45 51 na 46 91.0 1.9 1.9 2.3
IHS Markit 15 45 1.7 na 15 17 19 2.0 25 3.0 3.7 48 5.6 46 48 na 2.7 2.3 17
Chase Wealth Management 15 45 1.6 15 14 15 1.6 1.7 17L 26 31 41 46 37 42 924 24 23 24
Georgia State University 15 45 na na 15 17 19 21 28 33H 39 53 6.2 na 53 H na 29 13 25
AG 15 na na na 14 18 21 22 26 2.8 34 na 49 na 44 na 19 17 17
RidgeWorth Investments 15 46 19 15 14 15 1.6 18 24 29 3.6 44 51 43 46 92.0 24 23 1.6
BMO Capital Markets 15 45 17 na 14 15 1.7 20 23 2.6 3.0 na na na 42 92.6 22 1.8 20
S&P Global 15 46 20 na 14 15 17 1.9 2.3 27 33 na na na 44 914 20 24 21
Wells Capital Management 15 46 17 16 1.6 15 17 19 24 3.0 37 46 54 45 46 89.8 24 24 27
The Northern Trust Company 14 46 17 14 L 15 1.6 18 21 2.6 31 39 47 5.6 44 47 na 1.9 22 22
Fannie Mae 14 45 na na 15 15 15 1.6 21 24 L 29L na na na 41 na 20 2.2 19
GLC Financial Economics 14 45 1.6 14 L 13 14 15L 17 2.3 29 36 49 5.7 45 49 92.0 29 13 24
Moody's Capital Markets Group 14 45 18 15 14 15 15L 16L 20 24 3.0 40 L 46 35L 41 90.0 20 1.9 25
Oxford Economics 14 na 17 na 14 15 1.6 17 2.0 24 L 30 na na na 40 L 89.3 23 1.8 2.0
PNC Financial Services Corp. 14 45 1.8 na 15 17 17 1.9 23 2.8 35 na 49 3.6 4.4 93.3 29 21 24
Wells Fargo 14 45 15L 14L 15 15 1.6 1.9 24 2.7 31 41 48 3.7 4.4 86.8 2.6 21 2.3
Cycledata Corp. 13 L 43L 16 14 L 13 14 15L 17 2.2 2.7 3.2 4.3 5.0 3.9 4.3 92.0 2.1 2.1 2.3
August Consensus 1.6 4.7 19 17 1.6 17 1.9 2.0 2.4 2.9 3.4 4.5 5.1 4.1 4.6 91.6 2.4 2.1 2.2
Top 10 Avg. 18 49 2.1 1.9 1.8 2.0 2.2 2.3 2.7 3.2 3.8 4.8 5.7 4.5 49 93.7 3.0 25 2.6
Bottom 10 Avg. 14 45 1.6 15 1.4 15 1.6 1.7 2.1 2.6 3.1 4.2 4.6 3.8 4.2 89.3 1.9 15 1.6
July Consensus 17 4.7 1.9 17 1.6 17 1.9 2.0 25 29 35 46 5.3 4.2 46 935 25 21 2.2
Number of Forecasts Changed From A Month Ago:
Down 6 8 13 9 9 7 10 14 11 12 14 11 15 10 11 19 12 10 19
Same 33 29 17 13 22 21 20 23 22 20 18 9 7 10 15 6 25 24 22
Up 6 1 6 4 7 8 6 6 10 11 10 7 6 3 11 0 8 9 4
Diffusion Index 50% 41% 40% 40% 47% 51% 44% 41% 49% 49% 45% 43% 34% 35% 50% 12%| 46% 49% 33%
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Interest Rate Forecasts Key Assumptions
Percent Per Annum -- Average For Quarter Avg.For | - (Q-Q % Change)------
Blue Chip Short-Term Intermediate-Term Long-Term: Qtree [ e (SAAR)-----------
Financial Forecasts r 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A. B. C. D.
Panel Members Federal  Prime  LIBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home | Fed's Major GDP Cons
Funds Bank  Rate  Paper  Bils Bills Bills Notes  Notes Notes  Bond Corp.  Corp.  Local Mtg. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2-Yr. 5Yr. 10-Yr. 30-Yr. Bond Bond Bonds Rate $ Index GDP Index Index
Swiss Re 23H 54H 25H 23H 22H 24H 26H 28H 29 3.2 4.0 49 5.8 na 51 na 2.2 06 L 16 L
Chmura Economics & Analytics 22 5.3 25H 22 20 2.2 24 2.6 31 35 41 na na na 5.1 na 33H 18 21
Naroff Economic Advisors 2.2 51 2.3 23H 22H 24H 26H 26 32H 35 4.1 51 5.8 46 5.2 88.0 16 L 23 26
Bank of America Merrill Lynch 21 na na na na na na na na na na na na na na na 23 18 17
MacroFin Analytics 21 5.2 2.3 21 21 21 22 2.3 2.7 3.2 39 47 5.2 45 5.0 925 1.8 2.2 2.3
MUFG Union Bank 21 5.3 24 2.2 22 2.3 26H 25 2.8 3.2 37 44 5.2 4.2 48 840 L| 31 21 2.7
Daiwa Capital Markets America 20 52 23 21 20 21 22 23 26 29 34 44 5.0 na 48 93.0 18 23 25
Goldman Sachs 20 na 2.3 na 1.9 na na 24 2.8 31 33 na na na 49 na 2.0 2.0 21
RBC Capital Markets 20 na na na na na na 25 2.8 31 35 na na na na na 32 17 2.6
Moody's Analytics 20 51 21 19 15 16 1.8 19 2.8 36H 42H 55 6.5 44 51 na 20 24 2.7
NatWest Markets 20 51 2.3 2.0 21 2.3 25 23 2.7 3.0 37 43 49 43 46 98.0 H| 32 18 19
Action Economics 20 51 20 2.0 20 2.2 2.3 24 2.7 3.0 3.6 43 48 4.0 45 90.0 29 2.0 2.3
DePrince & Associates 2.0 5.0 2.3 21 2.0 2.0 24 25 29 3.2 35 49 6.0 4.6 5.0 92.0 2.6 2.2 25
DS Economics 1.9 5.0 2.3 2.0 1.7 2.2 24 2.6 2.7 3.0 3.6 4.6 5.0 4.2 44 925 2.2 2.2 19
Loomis, Sayles & Company 19 5.0 23 19 19 21 23 24 28 3.0 33 47 54 4.0 46 924 22 22 21
Amherst Pierpont Securities 1.9 51 2.2 2.0 1.9 21 23 25 3.0 33 41 60H 68H 47 51 94.0 2.8 24 33H
High Frequency Economics 1.9 5.0 na na 20 21 23 2.3 2.7 31 37 na na na na na 2.0 27H 27
Regions Financial Corporation 19 49 20 19 1.8 19 22 2.2 25 31 37 4.7 54 45 47 92.6 22 2.0 2.2
Nomura Securities, Inc. 19 5.0 2.1 na na na na 19 23 2.8 33 44 5.0 na 45 na 16 L 19 2.2
Natl Assn. of Realtors 19 5.0 21 19 1.8 2.0 21 2.3 2.7 3.0 35 45 5.0 4.2 4.7 na 21 2.3 2.2
RDQ Economics 19 5.0 24 20 21 24H 25 25 3.0 35 39 49 5.5 51H 52 95.1 1.8 2.3 24
J.P. Morgan Chase 1.9 na na na na na na na na na na na na na na na 1.8 22 24
Barclays 1.9 5.0 na na na na na na na na na na na na na na 3.0 21 21
BNP Paribas Americas 1.9 na 22 na na na na 2.2 2.8 33 na na na na na na 24 na 3.0
Societe Generale 1.9 5.0 na na na na na 2.0 2.3 2.6 3.2 na na na na na 2.2 19 17
Comerica Bank 18 49 21 na 17 18 1.9 2.2 2.6 3.0 35 na na na 47 na 2.6 1.9 20
IHS Markit 1.8 48 22 na 1.7 2.0 22 2.3 2.6 3.2 3.8 49 5.8 4.7 5.0 na 2.6 21 16
Georgia State University 18 48 na na 17 19 21 24 29 35 41 54 6.3 na 54 H na 2.7 20 3.0
Scotiabank Group 18 48 na na 17 na na 20 2.6 3.0 35 na na na na na 20 20 23
BMO Capital Markets 17 47 19 na 16 17 19 22 25 2.7 31 na na na 43 91.9 22 21 23
S&P Global 1.7 48 22 na 1.7 18 1.9 2.2 25 2.8 34 na na na 45 914 2.3 25 21
Wells Capital Management 1.7 48 1.9 19 1.9 19 20 21 2.6 31 37 47 55 45 47 90.0 2.3 2.6 2.7
Chase Wealth Management 1.7 48 1.8 17 1.6 17 1.8 19 19L 28 33 43 48 3.9 44 925 22 2.2 2.3
Wells Fargo 1.7 48 1.8 16 15 16 1.7 2.0 25 2.7 32 41 48 3.8 44 85.5 2.7 2.0 21
Economist Intelligence Unit 1.7 47 1.8 17 17 16 17 19 24 2.8 34 na na na 45 na 2.2 na 2.2
The Northern Trust Company 17 48 1.9 17 17 18 2.0 23 2.8 33 41 49 5.8 46 49 na 20 21 21
AIG 17 na na na 1.6 20 2.3 24 2.7 29 3.6 na 5.0 na 45 na 18 19 19
PNC Financial Services Corp. 17 48 20 na 17 18 19 2.0 24 29 35 na 49 3.6 44 93.1 24 21 24
RidgeWorth Investments 1.7 48 20 17 1.6 17 1.8 2.0 2.7 31 3.8 46 5.2 47 49 915 24 2.2 16
Fannie Mae 1.6 438 na na 1.6 15 15 17 21 24 29 L na na na 41L na 1.9 2.3 19
GLC Financial Economics 1.6 46 19 17 1.6 16 1.7 19 26 32 39 5.2 6.1 4.7 5.3 92.1 24 14 2.3
Moody's Capital Markets Group 1.6 48 20 18 1.6 16 1.6 16 L 20 24 L 29L 40L 46 L 35L 41 89.0 1.9 18 19
Oxford Economics 1.6 na 19 na 1.6 17 1.8 2.0 22 25 31 na na na 41L 89.1 2.2 19 18
Stone Harbor Investment Partners 1.6 48 18 17 1.6 17 18 18 24 2.8 33 45 51 na 46 92.0 20 20 24
Cycledata Corp. 13L 43L 16L 14 L 13L 14L 15L 17 2.2 2.7 3.2 4.3 5.0 3.9 4.3 92.0 2.1 2.2 24
August Consensus 1.8 4.9 2.1 1.9 1.8 1.9 2.1 2.2 2.6 3.0 3.6 4.7 5.4 43 4.7 91.4 2.3 2.1 2.2
Top 10 Avg. 2.1 5.2 2.3 2.1 2.1 2.3 25 25 29 3.4 4.0 5.2 6.0 4.7 5.1 93.6 3.0 24 2.8
Bottom 10 Avg. 1.6 4.7 1.8 17 15 1.6 1.7 18 2.2 2.6 31 43 49 3.9 4.3 89.0 1.8 17 18
July Consensus 19 49 21 19 18 19 21 2.2 2.6 31 3.6 4.7 54 43 48 93.2 2.3 21 2.3
Number of Forecasts Changed From A Month Ago:
Down 9 8 10 10 10 12 11 12 11 13 15 11 15 8 12 17 12 11 19
Same 32 27 17 11 21 17 17 25 20 18 15 9 8 9 15 5 26 28 22
Up 4 3 8 4 7 7 8 5 11 11 11 6 5 6 10 3 7 4 4
Diffusion Index 44% 43% 47% 38% 46% 43% 46% 42% 50% 48% 45% 40% 32% 46% 4T% 22%| 4% 42% 33%
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Interest Rate Forecasts Key Assumptions
Percent Per Annum-- Average For Quarter: Avg.For | - (Q-Q % Change)------
Blue Chip e Short-Term Intermediate-Term Long-Term =Qtree | e (SAAR)-----=---=-
Financial Forecasts ! 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A. B. C. D.
Panel Members Federal Prime LIBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home | Fed's Major GDP Cons.
Funds Bank  Rate  Paper  Bills Bills Bills Notes  Notes  Notes Bond Corp.  Corp.  Local Mtg. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2-Yr. 5-Yr. 10-Yr. 30-Yr. Bond Bond Bonds Rate $ Index GDP Index Index
Swiss Re 25H 56H 27 25 25H 26 2.8 3.0 31 33 4.2 5.0 5.9 na 5.2 na 2.1 2.8 38
Moody's Analytics 25H 56H 26 2.3 1.9 20 2.2 2.3 3.2 39H 45H 57H 6.7 45 53 na 24 2.7 2.8
Naroff Economic Advisors 24 54 25 26H 25H 26 2.9 31H 35H 39H 44 54 6.1 5.0 55 875 11L 2.0 24
Chmura Economics & Analytics 24 5.5 27H 25 2.3 24 2.6 2.8 33 3.6 43 na na na 5.2 na 36 H 21 18
MacroFin Analytics 2.3 54 25 2.3 2.3 2.3 24 25 29 34 41 49 54 4.7 5.2 93.0 17 22 2.3
Action Economics 23 54 24 23 23 24 25 26 29 31 37 44 49 4.1 46 90.2 25 22 23
Goldman Sachs & Co. 2.3 na 2.6 na 22 na na 2.6 3.0 32 34 na na na 5.0 na 20 20 21
MUFG Union Bank 2.3 55 2.6 24 24 25 29H 27 29 33 39 45 5.3 4.2 49 820 L| 33 21 2.8
RBC Capital Markets 2.3 na na na na na na 26 29 33 37 na na na na na 31 5L 21
NatWest Markets 2.2 5.3 25 2.3 2.3 25 2.7 25 2.8 31 3.7 44 5.0 43 47 100.0 Hf 3.3 2.0 2.1
DePrince & Assoc. 22 5.2 2.6 24 2.2 2.3 2.7 2.8 31 34 3.6 5.1 6.2 48 5.2 927 27 2.2 24
Natl Assn. of Realtors 2.2 53 24 21 20 2.2 2.3 25 29 31 35 45 5.0 43 49 na 21 22 2.2
RDQ Economics 22 5.3 27H 23 24 27H 28 2.8 33 3.7 4.0 5.1 5.7 52H 54 95.1 18 2.3 24
DS Economics 22 5.2 25 23 19 24 2.6 2.7 2.8 31 37 4.7 51 46 45 934 2.3 2.3 2.0
Amherst Pierpont Securities 22 5.3 24 2.3 2.2 24 25 2.7 3.2 35 4.2 5.1 70H 49 53 95.0 2.8 24 33
High Frequency Economics 2.2 5.3 na na 2.2 24 2.6 24 28 3.2 3.7 na na na na na 2.0 2.7 2.7
Regions Financial Corporation 22 5.2 2.2 21 2.0 2.1 2.3 24 27 3.2 3.8 49 5.6 46 49 924 21 21 2.3
Daiwa Capital Markets America 2.2 5.3 24 2.2 2.1 22 2.3 25 2.8 31 35 4.6 5.2 na 5.0 93.0 17 24 25
Bank of America Merrill Lynch 21 na na na na na na na na na na na na na na na 2.2 19 20
J.P. Morgan Chase 21 na na na na na na na na na na na na na na na 1.8 22 25
Loomis, Sayles & Company 2.1 5.2 25 2.1 21 2.3 25 25 2.8 3.0 33 47 54 4.0 46 924 2.1 24 2.0
Barclays Capital 21 5.3 na na na na na na na na na na na na na na 25 22 2.2
IHS Markit 2.0 5.1 25 na 20 2.2 24 25 2.8 34 3.9 5.0 6.1 47 5.3 na 25 2.0 17
Scotiabank Group 2.0 5.0 na na 19 na na 21 2.6 3.0 35 na na na na na 20 2.0 2.3
BMO Capital Markets 2.0 5.0 2.2 na 18 19 21 2.3 2.6 28 3.2 na na na 45 91.0 21 2.2 24
S&P Global 2.0 5.0 24 na 19 21 2.2 24 2.6 29 34 na na na 4.7 91.2 19 21 24
Wells Capital Management 20 51 2.1 22 21 21 2.2 2.3 2.7 3.2 3.8 48 5.6 45 48 90.1 2.2 2.7 2.8
The Northern Trust Company 19 51 22 19 2.0 21 2.3 2.6 3.0 35 43 5.1 6.0 48 5.1 na 2.0 19 1.9
Comerica Bank 19 5.0 2.2 na 18 1.9 20 2.3 2.7 31 3.6 na na na 49 na 25 19 2.0
PNC Financial Services Corp. 19 51 2.2 na 19 21 21 2.2 25 3.0 3.6 na 5.0 3.7 45 93.0 2.3 21 24
Economist Intelligence Unit 19 49 20 19 1.9 18 19 21 2.6 3.0 3.6 na na na 47 na 2.1 na 23
Nomura Securities, Inc. 19 5.0 2.1 na na na na 2.0 25 2.8 33 44 5.0 na 45 na 16 19 22
Wells Fargo 19 5.0 20 18 1.7 18 19 21 2.6 2.8 32 4.2 49 39 45 84.3 2.6 2.3 21
BNP Paribas Americas 19 na 24 na na na na 24 29 33 na na na na na na 2.3 na 41
Stone Harbor Investment Partners 19 5.0 21 2.0 18 18 19 20 25 29 34 4.6 5.2 na 47 93.0 2.0 20 22
Societe Generale 18 5.0 na na na na na 18 2.2 25 31 na na na na na 18 32 H 43 H
Georgia State University 18 48 na na 17 1.9 21 24 3.0 3.7 43 55 6.5 na 56 H na 2.6 21 25
AG 17 na na na 1.7 21 24 25 29 3.0 37 na 5.1 na 4.6 na 19 2.1 19
Chase Wealth Management 17 48 18 17 1.6 17 18 19 19 2.8 33 43 48 3.9 44 92.3 2.0 21 22
Fannie Mae 1.7 48 na na 15 15 16 18 22 25 30 na na na 41 L na 16 24 20
GLC Financial Economics 17 47 19 17 1.6 17 17 20 2.7 33 3.9 5.3 6.2 47 54 92.8 2.3 15L 20
RidgeWorth Investments 17 4.7 2.0 17 15 17 1.7 19 2.7 32 3.8 47 55 47 5.0 89.0 25 2.2 24
Moody's Capital Markets Group 16 4.8 2.1 19 15 16 15 15L 18L 24L 28L 40L 45L 34L 411L 88.8 16 18 14 L
Oxford Economics 1.6 na 19 na 16 17 18 2.0 2.2 25 31 na na na 41 L 89.0 19 19 2.2
Cycledata Corp. 13L 43L 16L 14L 13L 14L 15L 17 2.2 2.7 3.2 4.3 5.0 3.9 4.3 92.0 2.1 2.2 24
August Consensus 20 51 23 21 20 21 22 23 27 31 37 48 55 44 48 914 | 22 2.2 2.4
Top 10 Avg. 2.3 5.4 2.6 24 2.3 25 2.7 2.8 3.2 3.6 4.2 5.2 6.2 4.8 53 94.1 2.9 2.6 3.2
Bottom 10 Avg. 1.7 4.7 19 18 1.6 1.7 17 1.9 2.3 2.7 31 4.4 49 4.0 43 88.3 17 1.8 19
July Consensus 21 5.1 2.3 21 20 21 2.3 24 28 3.2 3.7 4.8 5.6 44 49 92.9 2.3 2.2 24
Number of Forecasts Changed From A Month Ago:
Down 10 8 13 11 11 13 14 14 11 12 14 11 14 8 14 18 13 8 15
Same 33 28 13 13 19 18 20 21 22 19 15 7 8 11 13 5 26 29 23
Up 2 2 9 2 8 5 2 6 8 10 10 8 6 4 9 2 6 6 7
Diffusion Index 41% 42% 44% 33% 46% 39% 33% 40% 46% 48% 45% 44% 36% 41%  43% 18%| 42% 48 % 41 %
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International Interest Rate And Foreign Exchange Rate Forecasts

3 Mo. Interest Rate %

United States

[Blue Chip Forecasters

INn3 Mo. | In6 Mo. [ In 12 Mo.

10 Yr. Gov't Bond Yield %

Fed's Major Currency $ Index

INn3 Mo. [ In6 Mo. [In 12 Mo.

IN3Mo. [ In6 Mo. [In12 Mo.

Barclays na na na
BMO Capital Markets 1.30 1.55 1.80
IHSMarkit na na na
ING Financial Markets 1.50 1.60 1.80
Mizuho Research Institute 1.60 1.80 2.30
Moody's Analytics na na na
Moody's Capital Markets na na na
Nomura Securities na na na
Oxford Economics na na na
Scotiabank na na na
Wells Fargo 1.65 2.55 2.75
[August Consensus 1.51 1.88 2.16
High 1.65 2.55 2.75
Low 1.30 1.55 1.80
Last Months Avg. 1.46 1.60 1.94

3 Mo. Interest Rate %

2.35 2.40 na
2.40 2.50 2.65
2.67 2.95 3.22
2.50 2.70 2.90
2.40 2.65 2.70
2.76 3.04 3.60
2.35 2.45 2.42
na na na
2.28 2.34 2.50
2.50 2.70 2.95
2.55 2.60 2.75
2.48 2.63 2.85
2.76 3.04 3.60
2.28 2.34 2.42
2.50 2.61 2.82
Japan

10 Yr. Gov't Bond Yield %

[Blue Chip Forecasters

IN3Mo. [ INn6 Mo. [In12 Mo.

IN3Mo. [ In6 Mo. [In12 Mo.

Barclays na na na
BMO Capital Markets 0.00 0.00 0.00
IHSMarkit na na na
ING Financial Markets 0.05 0.05 0.05
Mizuho Research Institute 0.06 0.06 0.06
Moody's Analytics na na na
Moody's Capital Markets na na na
Nomura Securities na na na
Oxford Economics na na na
Scotiabank na na na
Wells Fargo 0.00 0.02 0.03
[August Consensus 0.03 0.03 0.04
High 0.06 0.06 0.06
Low 0.00 0.00 0.00
Last Months Avg. 0.03 0.03 0.03

0.05 0.05 na
0.10 0.10 0.10
na na na
0.00 0.00 0.00
0.05 0.05 0.05
0.04 0.07 0.10
0.10 0.15 0.18
na na na
0.06 0.06 0.06
na na na
0.10 0.12 0.20
0.06 0.08 0.10
0.10 0.15 0.20
0.00 0.00 0.00
0.06 0.08 0.10

3 Mo. Interest Rate %

United Kingdom

[Blue Chip Forecasters

INn3 Mo. | In6 Mo. [ In 12 Mo.

10 Yr. Gilt Yields %

IN3Mo. [ In6 Mo. [In 12 Mo.

Barclays na na na
BMO Capital Markets 0.30 0.30 0.30
IHSMarkit na na na
ING Financial Markets 0.35 0.40 0.40
Mizuho Research Institute 0.35 0.35 0.35
Moody's Analytics na na na
Moody's Capital Markets na na na
Nomura Securities na na na
Oxford Economics na na na
Scotiabank na na na
Wells Fargo 0.30 0.40 0.65
[August Consensus 0.33 0.36 0.43
High 0.35 0.40 0.65
Low 0.30 0.30 0.30
Last Months Avg. 0.32 0.34 0.41

1.20 1.25 na
1.30 1.60 1.85
na na na
1.40 1.60 1.80
1.40 1.40 1.45
1.41 1.62 2.09
1.25 1.30 1.28
na na na
1.50 1.61 1.82
na na na
1.25 1.50 1.70
1.34 1.49 1.71
1.50 162 2.00
1.20 1.25 1.28
1.29 1.40 1.59

3 Mo. Interest Rate %

Switzerland

[Blue Chip Forecasters

INn3Mo. | In6 Mo. [In 12 Mo.

10 Yr. Gov't Bond Yield %

INn3 Mo. [ In6 Mo. [In 12 Mo.

Barclays na na na
BMO Capital Markets na na na
IHSMarkit na na na
ING Financial Markets -0.75 -0.75 -0.75
Mizuho Research Institute na na na
Moody's Analytics na na na
Moody's Capital Markets na na na
Nomura Securities na na na
Oxford Economics na na na
Scotiabank na na na
Wells Fargo na na na
[August Consensus -0.75 -0.75 -0.75
High -0.75 -0.75 -0.75
Low -0.75 -0.75 -0.75
Last Months Avg. -0.75 -0.75 -0.75

3 Mo. Interest Rate %

na na na
na na na
na na na
0.00 0.25 0.40
na na na
-0.03 0.04 0.18
0.00 0.03 0.04
na na na
0.17 0.25 0.40
na na na
na na na
0.04 0.14 0.26
0.17 0.25 0.40
-0.03 0.03 0.04
-0.01 0.12 0.24
Canada

10 Yr. Gov't Bond Yield %

[Blue Chip Forecasters

IN3Mo. | In6 Mo. [In 12 Mo.

IN3Mo. [ In6 Mo. [In12 Mo.

Barclays na na na
BMO Capital Markets na na na
IHSMarkit na na na
ING Financial Markets 0.80 1.00 1.20
Mizuho Research Institute na na na
Moody's Analytics na na na
Moody's Capital Markets na na na
Nomura Securities na na na
Oxford Economics na na na
Scotiabank na na na
Wells Fargo 1.15 1.15 1.40
[August Consensus 0.98 1.08 1.30
High 1.15 1.15 1.40
Low 0.80 1.00 1.20
Last Months Avg. 0.87 1.02 1.23

na na na
1.95 2.05 2.30
na na na
1.65 1.80 2.20
na na na
2.26 2.59 3.25
1.95 2.00 1.95
na na na
1.91 1.96 2.07
2.00 2.10 2.40
1.95 2.20 2.40
1.95 2.10 2.37
2.26 2.59 3.25
1.65 1.80 1.95
1.63 1.75 1.98

na na na
90.5 91.8 92.2
na na na
93.8 91.8 88.2
92.0 93.0 93.0
na na na
90.0 90.0 89.0
na na na
90.0 89.6 89.1
na na na
na na na
91.3 91.2 90.3
93.8 93.0 93.0
90.0 89.6 88.2
93.2 93.6 92.7
USD/YEN
IN3Mo. | In6 Mo. [In 12 Mo.
108.0 106.0 na
115.0 117.0 116.0
113.9 115.7 119.3
118.0 120.0 120.0
113.0 116.0 118.0
110.0 110.0 110.0
111.0 112.0 110.0
118.0 120.0 117.0
113.5 114.1 115.3
110.0 112.0 115.0
na na na
113.0 114.3 115.6
118.0 120.0 120.0
108.0 106.0 110.0
113.6 115.0 117.1
GBP/USD
IN3Mo. [ In6 Mo. [In12 Mo.
1.25 1.29 na
1.31 1.29 1.25
1.25 1.23 1.25
1.31 1.35 141
na na na
1.26 1.25 1.24
1.30 1.31 1.30
1.34 1.37 1.38
1.35 1.36 1.37
1.28 1.28 1.31
na na na
1.29 1.30 1.31
1.35 1.37 1.41
1.25 1.23 1.24
1.27 1.28 1.30
USD/CHF
IN3Mo. [ In6 Mo. [In 12 Mo.
1.00 1.01 na
0.96 0.96 0.99
0.98 0.99 0.98
0.96 0.97 0.93
na na na
1.00 1.01 1.02
0.95 0.95 0.97
0.97 0.96 0.94
0.94 0.93 0.94
0.97 0.97 0.93
na na na
0.97 0.97 0.96
1.00 1.01 1.02
0.94 0.93 0.93
0.98 0.99 0.97
USD/CAD
IN3Mo. [ INn6Mo. [In12 Mo.
1.31 1.33 na
1.29 1.30 1.29
1.29 1.31 1.29
1.36 1.34 1.28
na na na
1.26 1.26 1.24
1.26 1.27 1.26
1.36 1.32 1.31
1.31 1.30 1.30
1.28 1.28 1.25
na na na
1.30 1.30 1.28
1.36 1.34 1.31
1.26 1.26 1.24
1.33 1.33 1.30
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International Interest Rate And Foreign Exchange Rate Forecasts

Australia
3 Mo. Interest Rate % 10 Yr. Gov't Bond Yield % AUD/AUD
[Blue Chip Forecasters IN3Mo. | In6Mo. | In12 Mo. In3 Mo. [ In6Mo. |In12 Mo. In3 Mo. [ In6Mo. |In12 Mo.
Barclays na na na na na na 0.75 0.75 na
BMO Capital Markets na na na na na na na na na
IHSMarkit na na na na na na 0.74 0.73 0.72
ING Financial Markets 1.60 1.60 1.70 2.60 2.80 3.00 0.73 0.75 0.80
Mizuho Research Institute na na na na na na na na na
Moody's Analytics na na na 2.96 3.07 3.28 0.73 0.73 0.73
Moody's Capital Markets na na na 2.73 2.69 2.65 0.78 0.79 0.78
Nomura Securities na na na na na na 0.73 0.74 0.77
Oxford Economics na na na 2.70 271 291 0.77 0.76 0.75
Scotiabank na na na na na na 0.75 0.77 0.78
Wells Fargo na na na na na na na na na
|August Consensus 1.60 1.60 1.70 2.75 2.82 2.96 0.75 0.75 0.76
High 1.60 1.60 1.70 2.96 3.07 3.28 0.78 0.79 0.80
Low 1.60 1.60 1.70 2.60 2.69 2.65 0.73 0.73 0.72
Last Months Avg. 1.60 1.60 1.70 2.60 2.72 2.89 0.74 0.74 0.75
Eurozone
3 Mo. Interest Rate % USD/EUR
[Blue Chip Forecasters IN3Mo. | In6Mo. | 1In12 Mo. In3Mo. [ In6Mo. [In12 Mo.
Barclays na na na 1.10 1.10 na
BMO Capital Markets -0.35 -0.35 -0.35 1.16 1.13 1.12
IHSMarkit na na na 1.11 1.10 1.11
ING Financial Markets -0.33 -0.33 -0.33 1.15 1.15 1.20
Mizuho Research Institute -0.30 -0.30 -0.30 1.12 1.13 1.12
Moody's Analytics na na na 1.08 1.07 1.06
Moody's Capital Markets na na na 1.15 1.17 1.15
Nomura Securities na na na 1.12 1.15 1.18
Oxford Economics na na na 1.17 1.18 1.20
Scotiabank na na na 1.13 1.15 1.20
Wells Fargo -0.35 -0.30 -0.05 na na na
[August Consensus -0.33 -0.32 -0.26 1.13 1.13 1.15
High -0.30 -0.30 -0.05 1.17 1.18 1.20
Low -0.35 -0.35 -0.35 1.08 1.07 1.06
Last Months Avg. -0.34 -0.33 -0.28 111 1.10 1.12
10 Yr. Gov't Bond Yields %
Germany France Italy Spain
Blue Chip Forecasters IN3Mo. [ In6Mo. [In12Mo.| In3Mo. [ In6Mo. [In12Mo.|[ In3Mo. | In6Mo. [In12Mo.[ In3 Mo. [ In6 Mo. [In12 Mo.
Barclays 0.45 0.50 na na na na na na na na na na
BMO Capital Markets 0.55 0.85 0.95 na na na na na na na na na
ING Financial Markets 0.60 0.40 0.80 1.05 0.90 1.20 2.60 2.70 2.45 1.90 1.85 1.95
Mizuho Research Institute 0.50 0.50 0.55 na na na na na na na na na
Moody's Analytics 0.42 0.52 0.80 0.92 1.00 1.21 1.71 1.73 1.90 1.61 1.69 191
Moody's Capital Markets 0.55 0.63 0.65 0.81 0.88 0.95 211 2.20 2.25 153 1.62 1.65
Nomura Securities na na na na na na na na na na na na
Oxford Economics 0.70 0.77 0.93 1.08 1.17 1.37 2.65 3.07 3.15 2.00 2.22 2.33
Wells Fargo 0.60 0.80 1.00 na na na na na na na na na
August Consensus 0.55 0.62 0.81 0.97 0.99 1.18 2.27 2.43 2.44 1.76 1.85 1.96
High 0.70 0.85 1.00 1.08 1.17 1.37 2.65 3.07 3.15 2.00 2.22 2.33
Low 042 0.40 0.55 0.81 0.88 0.95 1.71 1.73 1.90 1.53 1.62 1.65
Last Months Avg. 0.47 0.53 0.73 0.97 1.03 1.19 2.32 2.46 2.45 1.79 1.90 2.00
Consensus Forecasts Consensus Forecasts
10-year Bond Yields vs U.S. Yield 3 Mo. Deposit Rates vs U.S. Rate
Current In 3 Mo. In 6 Mo. In 12 Mo. Current In 3 Mo. In 6 Mo. In 12 Mo.
Japan -2.25 -241 -2.56 -2.76 Japan -1.33 -1.49 -1.91 -2.13
United Kingdom -1.11 -1.14 -1.15 -1.14 United Kingdom -1.00 -1.19 -1.51 -1.74
Switzerland -2.28 -2.44 -2.49 -2.60 Switzerland -2.05 -2.26 -2.63 -2.91
Canada -0.35 -0.52 -0.53 -0.49 Canada -0.12 -0.54 -0.80 -0.86
Australia 0.36 0.27 0.18 0.11 Australia 0.55 0.09 -0.28 -0.46
Germany -1.77 -1.93 -2.01 -2.04 Eurozone -1.65 -1.85 -2.20 -2.42
France -1.51 -1.51 -1.65 -1.67
Italy -0.20 -0.21 -0.21 -0.42
Spain -0.73 -0.72 -0.79 -0.89
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Viewpoints:

Balance Sheet Normalization On Track For September

The FOMC emphasized their commitment to proceed with balance
sheet normalization while also marking-to-market their views around
inflation. The market interpreted the statement to be dovish, but we saw
it as neutral. In our view, nothing they said today on inflation is more
dovish than the recent comments from Yellen and other Fed officials.
We think the Fed will go ahead with B/S normalization in September
while the door is left open for a hike in December provided the data are
supportive, particularly inflation.

The FOMC made two specific changes: (1) The Committee expects to
implement B/S normalization “relatively soon.” This was in line with
our expectations. (2) The FOMC noted that overall inflation and core
measures have declined and are running below 2%. The language was
changed to remove “somewhat” below 2% and the mention that infla-
tion has “recently” declined. This shows that Fed officials are acknowl-
edging that underlying inflation has been persistently subdued.

Treasury yields declined up to 5 bps at the front-end and the curve
modestly steepened in the aftermath of the FOMC statement. There was
little in the statement to signal a more dovish policy stance from the
Fed, although the acknowledgement that inflation has been persistently
low may suggest less need to hike in the near future. The rate market
reaction may also reflect the removal of any expectation for a balance
sheet unwind to be announced at this meeting, which would have kept
September as a more viable option for an interest rate increase. The
market is now pricing in less than a 50% chance of rate hike by Decem-
ber and less than 1 additional rate hike in 2018.

Outside of near-term Fed policy adjustments, we continue to believe
that the largest driver for the rates market will not be near-term shifts in
the hiking pace, but instead the outlook for the terminal rate. Near-term
pessimism on the outlook, guarded optimism on tax reform, and Fed
balance sheet unwind leave us believing that the Treasury curve will
steepen.

Despite the lack of substantial changes in the statement, USD sold off,
with EUR-USD broaching 1.17 with general USD-selling pressure
across a wide variety of currencies in G10. But the move has also been
consistent with the broader downside for the USD over these past few
months, albeit with much of that disappointment stemming both the
fading near-term likelihood of fiscal policy and tax reform in the US, as
well as the relative newfound hawkishness of other central banks. Still,
although there continues to be pressure on any positive dollar senti-
ment, we continue to hold our constructive USD views given that the
FOMC is still on track for normalization. We continue to look for the
ECB to taper QE very slowly in relative contrast to likely Fed action
later on in the year, both of which should be eventually supportive for
the dollar.

Michelle Meyer, Mark Cabana, Joseph Song and Paul Clana, Bank of
America-Merrill Lynch, New York, NY

A Changing World

My how fast the world can change. At the end of June, financial mar-
kets were in a tizzy after some rather telling comments made by a num-
ber of central bankers while in Sintra, Portugal. Example: ECB Presi-
dent Draghi declared that “All the signs now point to a strengthening
and broadening recovery in the euro area” and that “Deflationary forces
have been replaced by reflationary ones”. Then there was BoE Gover-
nor Carney’s “Some removal of monetary stimulus is likely to become
necessary if the trade-off facing the MPC continues to lessen and the
policy decision accordingly becomes more conventional”.

Fast forward three weeks. The ECB’s Draghi, presiding over the usual
press conference following the monetary policy meeting, sounded more
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cautious than upbeat. He warned that a very substantial degree of ac-
commodation was still needed, underlying inflation was still subdued
and that there were no convincing signs of a pickup. That’s not new.
What was new was his warning that the last thing the ECB wants is an
unwarranted tightening in financial conditions, likely directed at those
expecting a taper (a word that was not used during the press conference)
this year. Such a tightening would “jeopardize” the process. He did
throw out a teaser, however. The central bank would have a multi-
faceted discussion in September, when they have more information
(including new staff projections) in hand. A possible scenario could be
a reduction in monthly purchases, but extended into 2018.

The BoE, meantime, is dealing with more of an internal conflict... be-
tween its members, its mandate, and the data. Three policymakers want-
ed to raise rates in June, but were outvoted (barely) by others including
Governor Carney. Two weeks later, Mr. Carney gave that shocking
comment in Sintra, raising the prospect of an August tightening. Since
then, the latest CPI report showed a decline in the annual rate, the first
such move since October. Although the Governor shrugged it off, say-
ing that the “big picture” had not changed and that inflation was still
above target, the slight cooling in the trend gives policymakers some
breathing room. With Brexit talks this week between David “No Notes”
Davis and Michel Bernier hitting a snag (can’t get past the exit bill),
and a number of global banks proving that London is not calling, that
cannot be positive for the economy. If this keeps up, the BoE will be
taking a pass (as they should) at the August 3rd meeting.

Jennifer Lee, BMO Capital Markets, Toronto, Canada
Drivers Of Inflation: Supply vs. Demand Side

As the FOMC concluded its meeting this week, policymakers are facing
a conundrum that must seem all too familiar: below target inflation
amid continued tightening in the labor market and steady economic
growth. Inflation started the year on a strong note, as the core PCE de-
flator reached 1.8 percent year-over-year in January, the highest since
October 2012. Since then, however, both headline and core inflation
have trended lower despite an unemployment rate that is below the
median FOMC estimate for the longer run. What is going on?

While economists agree as to why inflations matters, there is less con-
sensus around the drivers of inflation. There are several theories of
inflation, and each theory suggests somewhat different drivers. Over the
years, different theories have fallen in and out of favor depending on
long and short run considerations and how adequately each theory fits
with the current inflationary environment. The Phillips Curve relation-
ship is one theory that is often attached to monetary policy decision-
making. In short, this theory posits that greater demand drives unem-
ployment lower, and, as the labor market tightens, higher aggregate
spending pulls up prices.

The Phillips curve framework famously broke down in the 1970s amid
“stagflation,” or rising inflation and unemployment. This seemingly
paradoxical outcome ignored “cost-push” inflation, or inflation driven
by changes on the supply side (in the 1970s, the shock from oil). Cost-
push inflation can work in both directions. In the late 1990s, for exam-
ple, rapid productivity growth and globalization helped keep inflation
from surging despite robust economic growth. Real GDP growth aver-
aged 4.7 percent from 1997 to 1999, yet core PCE inflation averaged
just 1.4 percent.

One possible explanation for the recent inflation conundrum is that the
supply side has taken on a greater role of late. Competitive price pres-
sures in wireless telephone services have been widely noted, as have the
ongoing challenges and price wars in the retail and automotive sectors.
The oil supply glut has remained in place, and (continued on next page)
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Viewpoints

rents are now also decelerating as a surge in the supply of apartments is
being delivered to many housing markets.

Furthermore, the demand side drivers of inflation do not operate like a
light switch. It may take time for employers to adjust to this new equi-
librium of scarce labor and alter wages in a meaningful way that clears
the market. Record high job openings and reports that positions are hard
to fill provide evidence that employers are working through this dise-
quilibrium now, although structural issues related to the skills gap are
likely also at work. For the FOMC, its participants are forced to ask not
just how much slack remains in the labor market, but to what extent the
demand side is even in the driver’s seat in the first place.

John E. Silvia and Michael Pugliese, Wells Fargo Securities, Charlotte,
NC

Don't Let The Money Fool You

Fed officials have expressed a clear intent to begin gradually reducing
the size of the Fed’s balance sheet. This move will imply a correspond-
ing reduction in the Fed's liabilities— primarily bank reserves. The
money multiplier reflects the relation between bank reserves and broad-
er monetary aggregates. Money velocity reflects the relation between
broad monetary aggregates and nominal GDP. This note discusses these
two concepts—the money multiplier and velocity—and looks at their
behavior in recent years.

We conclude that the impending reduction in reserves is unlikely to
directly affect bank lending, credit growth, or other financial conditions.
However, the reduction of reserves is a byproduct of the Fed removing
assets from its balance sheet. It is there that we see financial conditions
being impacted: that shedding of duration assets should push up longer-
term interest rates, with knock-on effects to other asset prices.

Broad money refers to the assets you and | can use for payments. Prom-
inent examples of broad money aggregates include M1, which is princi-
pally currency and checkable deposits, and M2, which is M1 plus sav-
ings deposits, retail money funds, and small denomination time
deposits. Monetary base refers to the principal liabilities of the central
bank—currency and bank reserves. While you and | have access to
currency, only commercial banks are allowed to hold reserves. For a
given broad money aggregate, the money multiplier is the ratio of that
aggregate to the monetary base. For example, the M1 multiplier =
M1/monetary base.

When reserve requirements were a binding constraint on bank balance
sheets—as was the case several decades ago—then the money multipli-
er is also the inverse of banks’ required reserve ratio. Consider the case
where banks are required to hold 10% of deposits as reserves, and then
assume the central bank increases reserves by $100 through the pur-
chase of a security from a bank depositor. The central bank will credit
the seller’s bank with $100 of reserves and the bank augments the
seller's deposit account by that amount.

Here is where the money multiplier kicks in: since the bank only has to
hold $10 as reserves, it will lend out the other $30. The loan recipient
will deposit the proceeds in her bank, and that bank now has $90 in new
deposits and, after reserving $9, can lend out the remaining $81. This
process repeats itself until there is $1000 of new deposits in the banking
system. More generally, if we call the required reserve ratio rr, then
there are 1/rr new deposit dollars in the banking system for every new
dollar of reserves the central bank creates. This is where the name mon-
ey multiplier comes from: every new dollar of reserves multiplies into
1/rr more deposit dollars.

Reserve requirements haven’t changed much in recent years, and yet the
multiplier plunged in the aftermath of the expansion of the Fed’s bal-
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ance sheet. The instability of the multiplier demonstrates that the above
reasoning is incomplete. Following global trends, reserve requirements
in the US have gradually been lowered to the point of being a trivial
constraint. In recent decades, bank balance sheets are more likely to
face binding constraints with respect to capital ratios.2 In the period of
Fed balance sheet expansion, bank deposits grew much more slowly
than would have been predicted with a stable money multiplier. Had
they grown as fast as predicted with a stable multiplier, capital con-
straints likely would have been violated. Similarly, if one reasons using
a stable multiplier for the period ahead—when reserves are set to
shrink— one is likely to predict a contraction in broad money. Instead,
we believe the money multiplier will rise as the Fed drains reserves
from the banking system—mirroring what happened during balance
sheet expansion—but we don’t expect any direct effect of this process
on money or credit growth. Deposit growth may slow somewhat, but we
see this being affected by the usual money demand logic in a rising
interest rate environment (as rates go up, so does the opportunity cost of
holding wealth in transactional deposits, thereby reducing money de-
mand).

While we don’t believe the Fed’s balance sheet normalization will af-
fect broad money growth directly, this concern lingers among some.
One worry is that this would put downward pressure on inflation. An-
other concern is that it would put downward pressure on asset prices.
We see no evidence to support these concerns. The link between money
and inflation had been thought to be governed by the so-called quantity
equation: MV=PQ, where M stands for a broad money aggregate such
as M2, V is velocity, P is the price level, and Q is real output. Velocity
is therefore defined simply as V=PQ/M, or nominal GDP divided by
broad money. If V is stable and real output Q is determined by non-
monetary forces, then changes in P would vary in proportion to changes
in M.

But V is not stable for a variety of institutional and other reasons. Partly
as a result, the quantity theory’s forecasting record (here employing the
p-star model) has been abysmal, predicting inflation over the last 10
years of 5.0% ar, as opposed to the 1.5% ar actually realized. These
empirical failings, along with the lack of micro foundations, are why the
quantity equation is now mostly studied in the history of economic
ideas. This isn’t to deny that monetary policy is ultimately responsible
for the rate of inflation, but rather that monetary aggregates such as M1
and M2 are a very imperfect gauges of the degree to which monetary
developments are exerting pressure on prices.

Another concern is that elevated growth in broad money has been fuel-
ing asset price inflation. Former Executive Board member and first
chief economist of the ECB Otmar Issing speculated that excess money
growth would “spill over” into asset price inflation.3 When we replicate
Issing’s methodology, we find no systematic relation between his con-
cept of excess money growth and one popular measure of asset price
inflation, the cyclically-adjusted PE ratio for the S&P500.

A similar story arises when one looks at levels. If we take M2 relative to
nominal GDP (the inverse of velocity) as a level indicator of excess
money, the relation appears to work in the last few years, over history
the correlation goes the “wrong” way.

In short, we see little direct link between reserves and broad money, or
between broad money and asset price or consumer price inflation. We
do see a link between the Fed shedding duration assets and longer-term
interest rates. Rising long-term interest rates, of course, could then af-
fect asset prices more generally.

Michael Feroli, JPMorgan Chase Bank, New York, NY
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Special Questions:

1. At which meeting will the Federal Reserve’s Open Market Committee NEXT raise interest rates?

(Percentage of those responding)

Sep. 19-20 Oct. 31-Nov. 1 Dec. 12-13 Jan. 30-31 Mar. 20-21 Later
0.0% 2.4% 85.4% 00.0% 9.8% 2.4%

2. A. The FOMC has already hiked interest rates by 50 basis points this year. How many ADDITIONAL basis points do you think the FOMC will

hike rates by in 2017?
Additional rate hikes in 2017

(percent of those responding)

0b.p. 25 b.p. 50 b.p.
9.8% 85.4% 4.9%

B. By how many basis points will the FOMC raise interest rates in 2018?

Total basis point increase in interest rates by FOMC in 2018:
(percent of those responding)

0b.p. 25 b.p. 50 b.p. 75 Db.p. 100 b.p.
0.0% 4.9% 22.0% 46.3% 26.8%

3. At which meeting will the Federal Open Market Committee ANNOUNCE the START of its plan to begin shrinking the size of its balance sheet?

(Percentage of those responding)

Sep. 19-20 Oct. 31-Nov. 1 Dec. 12-13 Jan. 30-31 Mar. 20-21 Later
90.2% 4.9% 2.4% 2.4% 0.0% 0.0%

4. What are the odds that a U.S. recession will begin during 2017? What about 2018?

(Between 0% and 100%)
Odds of a U.S. recession in:

2017 2018
Consensus 11.9% 21.8%
Top 10 Average 22.5% 32.5%
Bottom 10 Average  4.3% 12.4%

5. A. What are the odds that Congress will approve corporate tax cut legislation in 20177 If not in 2017 what about in 2018?

(Between 0% and 100%)
Odds of corporate tax cut in:

2017 2018
Consensus 34.0% 47.5%
Top 10 Average 57.0% 70.5%
Bottom 10 Average 5.3% 17.5%

B. What are the odds that Congress will approve individual tax cut legislation this year? If not in 2017 what about in 2018?

(Between 0% and 100%)
Odds of individual tax cut in:

2017 2018
Consensus 31.3% 42.6%
Top 10 Average 59.5% 69.5%
Bottom 10 Average 6.0% 12.5%

6. The 12-month change in the Personal Consumption Expenditures Price Index stood at 1.4% in May, down from its recent high of 2.1% in Febru-
ary. What will be the December-over-December change in the PCE Price Index in 2017 and 2018?

December-over-December change in the PCE Price Index:

2017 2018
Consensus 1.6% 2.1%
Top 10 Average 2.0% 2.4%
Bottom 10 Average 1.3% 1.6%

7. Should the FOMC take into account asset prices when formulating monetary policy?

(percent of those responding)
Yes No
86.8% 13.2%
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Databank:

2017 Historical Data

Monthly Indicator Jan Feb Mar Apr May Jun Jly Aug Sep Oct Nov Dec
Retail and Food Service Sales (a) 0.5 -0.2 0.1 0.3 -0.1 -0.2

Auto & Light Truck Sales (b) 17.50 17.44 16.52 16.82 16.58 16.41

Personal Income (a, current $) 0.4 0.5 0.2 0.3 0.4

Personal Consumption (a, current $) 0.2 0.1 0.4 0.4 0.1

Consumer Credit (e) 3.1 5.2 4.7 4.1 5.8

Consumer Sentiment (U. of Mich.) 98.5 96.3 96.9 97.0 97.1 95.1

Household Employment (c) -30 447 472 156 -233 245

Non-farm Payroll Employment (c) 216 232 50 207 152 222

Unemployment Rate (%) 4.8 4.7 45 44 4.3 44

Average Hourly Earnings (All, cur. $) 26.02 26.10 26.13 26.18 26.21 26.25

Average Workweek (All, hrs.) 344 34.3 34.3 345 344 345

Industrial Production (d) 0.0 0.4 1.3 1.7 1.9 2.0

Capacity Utilization (%) 75.7 75.8 75.8 76.4 76.4 76.6

ISM Manufacturing Index (g) 56.0 57.7 57.2 54.8 54.9 57.8

ISM Non-Manufacturing Index (g) 56.5 57.6 55.2 57.5 56.9 57.4

Housing Starts (b) 1.236 1.288 1.189 1.154 1.122 1.215

Housing Permits (b) 1.300 1.219 1.260 1.228 1.168 1.254

New Home Sales (1-family, c) 599 615 638 577 605 610

Construction Expenditures (a) 0.8 1.9 0.3 -0.7 0.0

Consumer Price Index (nsa., d) 25 2.7 2.4 2.2 1.9 1.6

CPI ex. Food and Energy (nsa., d) 2.3 2.2 2.0 1.9 1.7 1.7

Producer Price Index (n.s.a., d) 1.7 2.0 2.3 2.5 2.4 2.0

Durable Goods Orders (a) 2.4 14 2.4 -0.8 -0.1 6.5

Leading Economic Indicators (g) 0.6 0.5 0.4 0.2 0.2 0.6

Balance of Trade & Services (f) -48. -44.9 -45.3 -47.6 -46.5

Federal Funds Rate (%) 0.65 0.66 0.76 0.90 0.90 1.03

3-Mo. Treasury Bill Rate (%) 0.51 0.53 0.73 0.80 0.90 1.02

10-Year Treasury Note Yield (%) 2.43 2.43 2.47 2.30 2.31 2.19

2016 Historical Data

Monthly Indicator Jan Feb Mar Apr May Jun Jly Aug Sep Oct Nov Dec
Retail and Food Service Sales (a) -1.0 0.7 0.0 0.8 0.3 0.8 0.0 -0.1 1.0 0.6 0.1 0.9
Auto & Light Truck Sales (b) 17.76 17.60 16.58 17.34 17.12 16.77 17.80 16.91 17.68 17.94 17.72 18.32
Personal Income (a, current $) 0.0 -0.1 0.3 0.5 0.3 0.3 0.4 0.2 0.4 0.4 0.2 0.3
Personal Consumption (a, current $) 0.1 0.2 0.0 11 0.3 0.5 0.4 0.1 0.7 0.5 0.3 0.6
Consumer Credit (e) 44 4.4 9.9 5.7 75 4.8 5.8 9.0 6.9 5.2 8.3 4.5
Consumer Sentiment (U. of Mich.) 92.0 91.7 91.0 89.0 94.7 93.5 90.0 89.8 91.2 87.2 93.8 98.2
Household Employment (c) 503 510 258 -273 30 32 456 109 271 -24 146 63
Non-Farm Payroll Employment (c) 126 237 225 153 43 297 291 176 249 124 164 155
Unemployment Rate (%) 4.9 4.9 5.0 5.0 4.7 4.9 4.9 4.9 4.9 4.8 4.6 4.7
Average Hourly Earnings (All, cur. $) 25.37 25.38 25.46 25.54 25.59 25.62 25.71 2574 2581 2590 25.91 25.97
Average Workweek (All, hrs.) 34.6 345 34.4 34.4 34.4 34.4 34.4 343 34.4 34.4 343 34.4
Industrial Production (d) -2.0 -2.0 -.25 -1.7 -1.4 -0.9 -1.2 -1.3 -1.2 -0.8 -0.5 0.9
Capacity Utilization (%) 76.1 75.9 75.4 75.6 75.6 75.8 75.9 75.8 75.6 75.7 75.5 76.0
ISM Manufacturing Index (g) 48.2 49.7 51.7 50.7 51.0 52.8 52.3 49.4 51.7 52.0 53.5 54.5
ISM Non-Manufacturing Index (g) 535 54.3 54.9 55.7 53.6 56.1 54.9 51.7 56.6 54.6 56.2 56.6
Housing Starts (b) 1.123 1.209 1.128 1.164 1.119 1.190 1.223 1.164 1.062 1.328 1.149 1.268
Housing Permits (b) 1.193 1.195 1.115 1.163 1.178 1.193 1.175 1.200 1.270 1.285 1.255 1.266
New Home Sales (1-family, c) 520 525 533 566 560 559 627 567 570 577 579 548
Construction Expenditures (a) -0.3 1.4 1.6 -2.9 0.1 0.9 0.5 0.5 -0.2 0.8 15 -0.2
Consumer Price Index (s.a., d) 1.4 1.0 0.9 11 1.0 1.0 0.8 11 15 1.6 1.7 2.1
CPl ex. Food and Energy (s.a., d) 2.2 2.3 2.2 2.1 2.2 2.2 2.2 2.3 2.2 2.1 2.1 2.2
Producer Price Index (n.s.a., d) 0.0 0.1 -0.1 0.2 0.0 0.2 0.0 0.0 0.6 11 13 1.7
Durable Goods Orders (a) 4.3 -3.3 2.0 3.2 -2.9 -4.3 3.6 0.2 0.3 5.0 -4.7 -0.9
Leading Economic Indicators (g) -0.2 0.1 0.1 0.5 -0.2 0.2 0.5 -0.2 0.3 0.2 0.2 0.6
Balance of Trade & Services (f) -43.4 -45.3 -37.4 -38.4 -41.5 -43.8 -41.3 -41.1 -38.5 -43.1 -46.4 -44.6
Federal Funds Rate (%) 0.34 0.38 0.36 0.37 0.37 0.38 0.39 0.40 0.40 0.40 0.41 0.54
3-Mo. Treasury Bill Rate (%) 0.26 0.31 0.29 0.23 0.27 0.27 0.30 0.30 0.29 0.33 0.45 0.51
10-Year Treasury Note Yield (%) 2.09 1.78 1.89 1.81 1.81 1.64 1.50 1.56 1.63 1.76 2.14 2.49

(a) month-over-month % change; (b) millions, saar; (c) month-over-month change, thousands; (d) year-over-year % change; (e) annualized % change; (f) $
billions; (g) level. Most series are subject to frequent government revisions. Use with care.
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|Calendar Of Upcoming Economic Data Releases |

Final)
ISM Manufacturing (PMI (Jul)

Factory orders (Jun)
Weekly Jobless Claims

Monday Tuesday Wednesday Thursday Friday
31 August 1 2 3 4
Chicago PMI (Jul) Personal Income & Consump- | ADP Employment (Jul) IHS-Markit Services PMI (Jul, | Employment (Jul)
Pending Home Sales (Jun) tion (Jun) EIA Crude Oil Stocks final) International Trade (Jun)
Dallas Fed Manufacturing (Jul) [ IHS-Markit Services PMI (Jul, | Mortgage Applications ISM Non-Manufacturing (Jul)

Dallas Fed Manufacturing

Dallas Fed Services (Aug)

Mortgage Applications

Weekly Jobless Claims

Construction Spending (Jun) Weekly Money Supply
Dallas Fed Services Survey
(Jul)
Light Vehicle Sales (Jul)
7 8 9 10 11
Consumer Credit (Jun) NFIB Survey (Jul) Productivity and costs (Q2, Producer Price Index (Jul) Consumer Price Index (Jul)
Senior Loan Officer Survey JOLTS (Jun) Preliminary) Federal Budget (Jul)
(Q3) Wholesale Trade (Jun) Weekly Jobless Claims
EIA Crude Oil Stocks Weekly Money Supply
Mortgage Applications
14 15 16 17 18
Empire State Manufacturing FOMC Minutes Industrial Production (Jul) Consumer Sentiment (Aug,
(Aug) Housing Starts (Jul) Philadelphia Fed Survey (Aug) | Preliminary, University of
NAHB Survey (Aug) Business Leaders Survey (Aug) | Weekly Jobless Claims Michigan)
Retail Sales (Jul) Weekly Money Supply
Import Prices (Jul)
Business Inventories (Jun)
TIC Data (Jun)
21 22 23 24 25
Philadelphia Fed Manufacturing| New Home Sales (Jul) Kansas City Fed Survey (Aug) | Durable Goods (Jul)
Survey (Aug) EIA Crude Oil Stocks IHS-Markit Manufacturing PMI
FHFA Home Price Index (Jun, | Mortgage Applications (Aug, Flash)
Q2) Existing Home Sales (Jul)
Richmond Fed Survey (Aug) Weekly Jobless Claims
Weekly Money Supply
28 29 30 31 September 1
Advance Economic Indicators | Dallas Fed Services Survey Real GDP (Q2, Second Esti- Personal Income and Consump-| Employment (Aug)
(Jul) (Aug) mate) tion (Jul) IHS-Markit Manufacturing PMI
IHS-Markit Services PMI (Aug,| Consumer Confidence (Aug, ADP Employment (Aug) Chicago PMI (Aug) (Aug, final)
flash) Conference Board) EIA Crude Oil Stocks Pending Home Sales (Jul) ISM Manufacturing (Aug)

Construction Spending (Jul)

Final)

ISM Non-Manufacturing (Aug)
QFR (Q2)

Beige Book

EIA Crude Oil Stocks
Mortgage Applications

Quarterly Services Survey (Q2)
Weekly Jobless Claims
Weekly Money Supply

(Aug) Weekly Money Supply Light Vehicle Sales (Aug)
Consumer Sentiment (Sep, Fi-
nal, University of Michigan)

4 5 6 7 8

Labor Day Factory Orders (Jul) International Trade (Jul) Productivity and costs (Q2, Wholesale Trade (Jul)

U.S. Market Closed IHS-Markit Services PMI (Aug, | Revised) Consumer Credit (Jul)
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June Rate Hike. Balance Sheet Shrinkage By Year’s End

Domestic Commentary A bit more than 95% of our panelists pre-
dict the Federal Reserve’s Open Market Committee (FOMC) will
hike its current fed funds rate target range of 0.75% to 1.00% a fur-
ther 25 basis points at its June 13"™-14™ meeting, according to a series
of special questions asked this month in conjunction with our May
22M.23" survey. Moreover, 75% of the panelists foresee an addition-
al 25 basis point increase sometime later this year. As for next year,
almost 48% of the panelists expect the FOMC to hike rates by 75
basis points in 2018, 34.1% anticipate 100 basis points of tightening,
and 13.6% believe the FOMC will hike rates by only 50 basis points.
We saw one panelist predict only one quarter point hike in 2018 and
another forecast no increase at all next year.

Fifty percent of the panelists that responded to a special question now
forecast that the FOMC will begin a gradual reduction in the size of
its balance sheet by the end of 2017. That’s up from 41% a month
ago. An additional 38.6% of the panelists believe the FOMC will
wait until the first half of 2018 to actually begin the process of allow-
ing its balance sheet to shrink in size. The remainder thinks the
FOMC will wait until sometime later than that to begin reducing the
size of its balance sheet.

The current consensus forecast for the trajectory of rate hikes over
the next year and a half roughly conforms to the FOMC “dot plot” of
anticipated moves released at the March meeting. However, market
participants continue to foresee fewer rate hikes over coming quarters
than does the consensus or that implied by the March “dot plot”. The
fed funds futures market currently puts the odds of a 25 basis point
rate hike at the June FOMC meeting at a bit more than 80% and plac-
es the odds of a further 25 basis point increase later this year at less
than 50%. Moreover, fed funds futures prices currently imply consid-
erably less tightening from the Fed in 2018 than does the current
consensus forecast or the current “dot plot”.

Minutes of the FOMC’s May meeting — released the day after this
month’s survey was concluded — likely re-enforced consensus expec-
tations of a rate hike at the mid-June meeting. For example, the
minutes stated that “Most participants judged that if economic infor-
mation came in about in line with their expectations, it would soon be
appropriate for the Committee to take another step in removing some
policy accommodation”. The minutes argued that “Although incom-
ing data showed that aggregate spending in the first quarter had been
weaker than participants expected, they view the slowing as likely to
be transitory”. Nonetheless, the minutes included the caveat that
“Members generally judged that it would be prudent to await addi-
tional evidence indicating that the recent slowing in the pace of eco-
nomic activity had been transitory before taking another step.”

The May minutes may also have moved more of our panelists into the
camp expecting the FOMC to begin shrinking its balance sheet later
this year. According to the minutes, “Under the staff proposed ap-
proach the FOMC would announce a set of gradually increasing caps,
or limits, on the dollar amounts of Treasury and agency securities that
would be allowed to run off each month, and only the amount of
securities repayments that exceeded the caps would be reinvested
each month. As the caps increased, reinvestment would decline, and
monthly reductions in the Fed’s securities holdings would become
larger.” That caps would be raised every three months until the size
of the balance sheet is normalized. The minutes stated that "nearly
all" participants agreed on this approach, adding that it likely “would
be appropriate to begin reducing the Federal Reserve’s securities
holding this year.” The balance sheet normalization process could
always be halted if economic developments dictated the need. Fed
Chairman Janet Yellen is likely to discuss this topic during her post-
June meeting press conference. However, a start to the normalization
process is not now expected until sometime later this year.

FOMC members no doubt are chalking up some portion of the ex-
treme weakness in Q1 real GDP growth to the same sort of “residual
seasonality” issues that have plagued Q1 GDP estimates from the
Bureau of Economic Analysis (BEA) for more than a decade. Ac-
cording to the BEA’s second estimate, real GDP grew an upwardly-
revised 1.2% (saar) in Q1, still soft, but 0.5 of a percentage point
faster than the government’s first estimate. While nonresidential fixed
investment and residential investment registered healthy growth,
most analysts were perplexed by the weakness in personal consump-
tion expenditures (PCE) that grew only 0.6% (saar). However,
growth in PCE had just come off of posting above-trend growth aver-
aging 3.6% (saar) in the prior three quarters so some pull back was to
be expected. On top of that was the unusually warm weather in Q1
that sharply depressed household spending on utility bills and winter
wear. Delays in Federal tax refunds resulting from attempts by the
Internal Revenue Service to reduce fraud may also have contributed
to the softness in PCE growth. Consumer spending on services was
further dampened by a sharp contraction in spending by nonprofits
serving households. This will likely be reversed in the current quar-
ter. Minutes of the May FOMC meeting explicitly hint of confidence
on the part of policymakers that continued strength in job growth,
increasing household income, and rising equity markets should lead
to a rebound in consumer spending.

The May minutes also noted that inflation had cooled since earlier
this year. The year-over-year change in the Consumer Price Index
(CPI) eased from 2.5% in January to 2.2% in April, while the yly
change in the core CPI dropped from 2.3% to 1.9% during the same
period. We also saw a pullback in the Fed’s favor inflation gauge, the
PCE price deflator. Again, however, FOMC members thought the
slowdown was likely temporary, noting in the minutes that “Most
participants viewed the recent softer inflation data as primarily re-
flecting transitory factors.” Contributing to the recent slowdown in
inflation have been cheaper wireless telephone plans, softer energy
prices, and slower increases in measures of home rental costs.

Our panelists clearly agree that real GDP growth will bounce back
from its Q1 weakness. The consensus forecast of growth this quarter
rose again this month to stand at 3.1% (saar). That is less than the
Atlanta Fed’s current GDPNow forecast, but stronger than the New
York Fed’s current Nowcasting estimate. The consensus continued
this month to predict above-trend real GDP growth of 2.4% (saar) in
Q3 and Q4 of this year. Also unchanged was the consensus forecast
that real GDP would grow 2.4% (saar) in Q1 of next year, at 2.5% in
Q2, and 2.4% in Q3. However, we did see consensus forecasts of
inflation over coming quarters ease back this month, especially for
this quarter and next. Indeed, headline CPI inflation in the current
quarter is likely to fall well short of the 3.0% (saar) increases that
occurred in Q4 2016 and Q1 of this year. Nonetheless, the consensus
continues to foresee consumer price inflation running at a slightly
better than 2.0% clip over the remainder of the forecast horizon.

Consensus Forecast Real GDP will grow 3.1% (saar) this quarter
and register an above-trend growth rate averaging 2.4% (saar) over
the remainder of the forecast horizon. Inflation will dip this quarter
but settle in around the Fed’s 2.0% target. The FOMC will hike rates
by 25 basis points at its mid-June meeting and enact a further 25
basis point increase before the end of this year. An additional 75 to
100 basis points of rate hikes will be enacted in 2018. The Treasury
yield curve will flatten a bit over the course of the forecast horizon as
short rates rise faster than long-term yields (see page 2).

Special Questions On page 14 of this issue are results of our twice-
yearly, long-range survey with consensus estimates for the years 2019
through 2023 and averages for the 5-year periods 2019-2023 and
2024-2028 (see page 14)
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Consensus Forecasts Of U.S. Interest Rates And Key Assumptions®

History: Consensus Forecasts-Quarterly Avg.
------- Average For Week Ending------  ----Average For Month--- LatestQtr| 2Q 3Q 4Q 1Q 2Q 3Q
May 19 May12 May5 Apr.28 Apr. Mar. Feb. 1Q2017 {2017 2017 2017 2018 2018 2018
0.91 0.91 0.88 0.91 090 0.76 0.66 0.69 10 12 14 15 17 19
4.00 4.00 4.00 4.00 400 385 3.75 3.78 41 42 44 46 48 50
1.18 1.18 1.18 1.17 116  1.13 1.04 1.06 12 14 16 18 20 22
0.84 0.83 0.83 0.83 083 0.77 0.61 0.67 10 12 14 16 18 20
0.91 0.90 0.85 0.81 081 0.73 0.53 0.59 09 11 13 14 16 18
1.02 1.03 1.00 0.98 095 0.87 0.65 0.71 10 12 14 16 18 20
1.10 1.13 1.10 1.06 1.04 1.00 0.82 0.88 11 14 16 17 19 21
1.28 1.34 1.30 1.27 124 1.30 1.20 1.24 13 16 18 19 21 23
1.81 1.91 1.86 1.83 1.83  2.00 1.91 1.94 19 22 23 25 26 28
2.27 2.39 2.33 2.31 230 247 2.43 2.44 24 26 28 29 31 32
2.94 3.02 2.99 2.96 294  3.07 3.04 3.04 30 32 34 35 36 37
3.94 4.05 4.03 4.00 400 413 4.10 4.10 40 43 45 46 47 49
4.52 4.64 4.62 4.60 460 471 4.68 4.68 47 50 52 53 55 56
3.49 3.55 3.56 3.54 355 372 3.72 3.71 37 39 41 42 43 44
4.02 4.05 4.02 4.03 405 420 4.17 4.17 41 43 45 46 48 49
History Consensus Forecasts-Quarterly
2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 200 3Q 4Q 1Q 2Q 3Q
2015 2015 2015 2016 2016 2016 2016 2017 | 2017 2017 2017 2018 2018 2018
89.9 91.8 93.1 93.3 89.6 90.3 93.7 94.4 940 941 945 946 944 942
2.6 2.0 0.9 0.8 1.4 35 2.1 1.2 31 24 24 24 25 24
2.3 1.3 0.8 0.5 2.3 1.4 2.1 2.2 15 20 21 22 21 22
2.4 15 0.4 0.1 2.3 1.8 3.0 31 11 22 23 24 22 24

Forecasts for interest rates and the Federal Reserve’s Major Currency Index represent averages for the quarter. Forecasts for Real GDP, GDP Price Index and Consumer Price
Index are seasonally-adjusted annual rates of change (saar). Individual panel members’ forecasts are on pages 4 through 9. Historical data: Treasury rates from the Federal Re-
serve Board’s H.15; AAA-AA and A-BBB corporate bond yields from Bank of America-Merrill Lynch and are 15+ years, yield to maturity; State and local bond yields from
Bank of America-Merrill Lynch, A-rated, yield to maturity; Mortgage rates from Freddie Mac, 30-year, fixed; LIBOR quotes from Intercontinental Exchange. All interest rate
data is sourced from Haver Analytics. Historical data for Fed’s Major Currency Index is from FRSR H.10. Historical data for Real GDP and GDP Chained Price Index are from
the Bureau of Economic Analysis (BEA). Consumer Price Index (CPI) history is from the Department of Labor’s Bureau of Labor Statistics (BLS).

U.S. Treasury Yield Curve
Week ended May 19, 2017 and Year Ago vs.
2Q 2017 and 3Q 2018 Consensus Forecasts
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————————————— 3-Month Interest Rates'----------------

History Consensus Forecasts
Month Year Months From Now:
Latest:  Ago: Ago: 3 6 12
1.19 1.17 0.67 1.47 1.56 1.86
-0.01 0.01 -0.02 0.03 0.03 0.03
0.32 0.33 0.57 0.33 0.35 0.43
-0.73 -0.73 -0.73 | -0.75 -0.75 -0.75
0.81 0.87 0.85 0.95 0.98 1.23
1.90 1.90 2.08 1.60 1.70 2.00
-0.33 -0.33 -0.26 | -0.32 -0.32 -0.32
——————————— 10-Yr. Government Bond Yields®------
History Consensus Forecasts
Month Year Months From Now:
Latest: Ago: Ago: 3 6 12
2.27 2.27 1.88 2.55 2.65 2.84
0.40 0.36 0.16 0.50 0.55 0.75
0.05 0.02 -0.10 0.07 0.09 0.10
1.11 1.09 157 1.38 1.49 1.70
0.84 0.83 0.50 1.00 1.04 1.22
2.13 2.32 1.36 2.36 2.47 2.45
-0.09 -0.08 -0.26 0.00 0.11 0.23
1.48 1.48 1.39 1.81 1.94 2.19
2.49 2.63 231 2.71 2.76 2.91
1.60 1.61 1.54 1.75 1.82 1.94
---------------- Foreign Exchange Rates!-----------
History. Consensus Forecasts
Month  Year Months From Now:
Latest: Ago: Ago: 3 6 12
92.393 93.975 90.791 | 94.3 94.8 93.6
111.47 109.80 110.52 | 1145 1157 117.9
1.3018 1.2783 1.4513 | 1.28 1.28 1.29
0.9754 0.9987 0.9920 | 1.01 1.01 1.00
1.3537 1.3502 1.3136 | 1.36 1.35 1.31
0.7449 0.7539 0.7215 | 0.74 0.74 0.75
1.1190 1.0694 1.1207 | 1.05 1.05 1.10
Consensus Consensus
3-Month Rates 10-Year Gov’t
vs. U.S. Rate Yields vs. U.S. Yield
Now In 12 Mo. Now In 12
-1.20 -1.83 Germany -1.87 -2.09
-0.87 -1.44 Japan -2.22 -2.74
-1.92 -2.61 U.K. -1.16 -1.14
-0.38 -0.64 France -1.43 -1.63
0.71 0.14 Italy -0.14 -0.39
-1.52 -2.18 Switzerland  -2.36 -2.62
Canada -0.79 -0.65
Australia 0.22 0.06
Spain -0.67 -0.90

Forecasts of panel members are on pages 10 and 11. Definitions of vari-
ables are as follows: ‘Three month rate on interest-earning money mar-
ket deposits denominated in selected currencies. 2Government bonds are
yields to maturity. Foreign exchange rate forecasts for U.K., Australia
and the Euro are U.S. dollars per currency unit. For the U.S dollar,
forecasts are of the U.S. Federal Reserve Board’s Major Currency Index.
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International Commentary With a few exceptions, global financial
markets were relatively tame over the past month. Prices in debt mar-
kets remained confined to tight ranges, equity markets continued to
trend ever higher, and volatility in currency markets was pretty limited
as market participants shrugged off geo-political risks that seemed to
loom so large earlier this year. Instead, markets tended to focus to
signs of improving global economic growth, rising corporate profits,
and this year’s upturn in inflation. Moreover, markets breathed a big
sigh of relief when Emmanuel Macron handily defeated Marine Le
Pen for the presidency of France.

There were exceptions, of course. While posting better-than-expected
GDP growth in Q1 of this year, domestic demand in China now ap-
pears to be slowing in reaction to earlier government efforts to rein in
roaring property market prices, skyrocketing debt, and the shadow
banking system. Indeed, concerns about the high levels of debt recent-
ly prompted Moody’s to cut China’s credit rating for the first time in
almost 30 years. As a consequence, the yuan has weakened further and
Chinese equity prices, already under pressure, fell further. In Brazil,
renewed political turmoil due to fresh accusations of bribery threatens
to leave that nation’s economy in recession for a third year.

The Bank of England’s Monetary Policy Committee (MPC) left its
overnight policy rate at 0.25% on May 11" and announced no change
to its QE program. The vote was 7-1 with member Kristin Forbes
voting in favor of an immediate hike in rates due to rising inflationary
pressures. Real GDP grew 1.2% (saar) in Q1, a bit slower than ex-
pected and a considerable departure from the 2.0% in Q3 and 2.7% in
Q4 of last year. There was a marked slowdown in the service sector
due to weakness in retail sales and lodging away from home resulting
from higher prices that cut into inflation-adjusted increases. Business
services, in contrast, registered healthy growth, and manufacturing
growth was strong. A large jump in April retail sales and recent PMI
reports offer hope that the pace of GDP growth will pick up in Q2.
Consumer price inflation rose to 2.7% (yly) in April, the highest in
almost four year and well above the Bank of England's 2% target. A
strong showing by Prime Minister Theresa May’s Conservative party
in the June 8™ elections might move the MPC a bit closer to raising
rates, but worries will persist that tough Brexit negotiations will inevi-
tably slow GDP growth more than expected.

The European Central Bank (ECB) kept its main refinancing rate at
0.0% and the rate on the marginal lending facility at 0.25% at its late-
April meeting and also maintained its QE program. While no major
changes are expected at its June 8" meeting, the bank could lift its
growth outlook and adopt a more neutral forward guidance about both
rates and asset purchases. ECB president Mario Draghi recently de-
fended the bank’s plan to leave interest rates unchanged until some-
time after the ECB’s current asset purchase program is concluded
(Currently scheduled for the end of this year). While he acknowledged
that the pace of economic growth has picked up this year, citing “an
increasingly solid recovery”, he noted that underlying inflation is still
“subdued”. Consumer price inflation is currently running at 1.9% (y/y)
in the Eurozone, but core inflation is much softer. Most analysts do
not look for any interest rate increases until late 2018.

The Bank of Canada (BoC) left its overnight policy rate at 0.5% on
May 24" but the tone of the policy statement was more upbeat than
expected, noting that “The Canadian economy’s adjustment to lower
oil prices is largely complete and recent economic data have been
encouraging, including indicators of business investment”. Nonethe-
less, inflation remains below the bank’s target and wage growth still is
subdued. Most analysts think the BoC will hold off on raising rates
until the first half of 2018.

The Reserve Bank of Australia (RBA) left its policy rate unchanged at
1.5% in May. Slower consumer spending, the impact of cyclone Deb-
bie, and weakening home building, likely slowed GDP growth sharply
in Q1 after the 4.4% (saar) surge in Q4 of last year (see pages 10-11
for individual panelists’ forecasts).
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Interest Rate Forecasts Key Assumptions
Percent Per Annum -- Average For Quarter: Avg.For | - (Q-Q % Change)------
Blue Chip Short-Term Intermediate-Term: Long-Term N I (SAAR)-----------
Financial Forecasts 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A. B. C. D.
Panel Members Federal Prime  LBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home | Fed's Major GDP Cons
Funds Bank  Rate  Paper Bills Bills Bills Notes  Notes Notes  Bond Corp.  Corp.  Local Mtg. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2-Yr. 5Yr. 10-Yr. 30-Yr. Bond Bond Bonds Rate $ Index GDP Index Index
IHS Markit 13H 41 12 na 0.9 1.0 11 13 19 24 3.0 39 46 38 4.1 na 34 1.7 0.7
Scotiabank Group 13H 43 na na 10H na na 14 2.0 24 31 na na na na na 32 20 24
J.P. Morgan Chase 11 na 13 na na na na 13 2.0 24 3.0 na na na na na 3.0 1.0 0.2
BNP Paribas Americas 11 na 12 na na na na 16H 24 29 na na na na na na 29 na 05 L
Moody's Analytics 1.0 42 13 1.0 07L 08L 10L 13 21 2.8 35H 47H 57H 33L 43 na 29 21 2.2
Barclays Capital 1.0 40 L 12 na na na na 15 21 25 31 na na na na na 25 0.7 0.1
RBC Capital Markets 1.0 na na na na na na 14 2.0 25 31 na na na na na 3.6 13 04
Swiss Re 1.0 41 13 1.0 0.9 0.9 12H 15 2.0 25 33 4.2 5.0 na 43 na 34 04 L 06
Goldman Sachs & Co. 1.0 na 13 na 0.9 na na 14 2.0 25 3.0 na na na 43 na 31 1.0 1.0
Chase Wealth Management 1.0 40 L 12 1.0 0.9 11H 12H 13 1.9 24 3.0 41 4.7 36 42 921 L| 238 25H 21
AG 1.0 41 na na 0.9 11H 11 13 2.0 25 31 na 4.7 na 42 na 32 14 11
Wells Capital Management 1.0 41 12 09 10H 11H 12H 14 19 24 3.0 39 L 46 39 4.1 925 24 14 0.9
GLC Financial Economics 1.0 41 13 1.0 0.9 11H 11 14 20 25 31 42 48 3.7 44 H 94.3 31 18 27H
Action Economics 1.0 41 10L 10 0.9 11H 11 13 19 23L 30 39 L 46 37 39 94.3 32 11 0.0
BMO Capital Markets 1.0 41 13 na 0.9 11H 12H 13 19 24 3.0 na na na 41 94.0 2.7 1.0 0.9
S&P Global 1.0 40 L 13 na 0.9 1.0 11 13 2.0 23 L 31 na na na 4.2 95.5 3.0 23 13
RidgeWorth Investments 1.0 41 13 1.0 0.9 1.0 11 14 2.0 24 31 4.0 4.7 37 44 94.0 35 21 14
Regions Financial Corporation 1.0 41 12 1.0 0.9 1.0 11 13 19 23L 29L 40 46 3.8 41 94.1 35 19 2.1
Amherst Pierpont Securities 1.0 41 12 1.0 09 11H 12H 14 1.9 24 3.0 39 L 47 39 4.1 935 37 18 0.3
Fannie Mae 09 L 41 na na 0.9 1.0 1.1 13 18L 23L 29L na na na 40 na 29 0.7 05
Loomis, Sayles & Company 09L 40L 12 0.9 0.9 1.0 11 14 2.0 24 3.0 40 47 3.6 41 942 34 0.9 0.8
MacroFin Analytics 09 L 41 12 1.0 0.9 1.0 12H 13 18 23L 30 39L 45L 34 41 94.0 34 20 20
Comerica Bank 09L 40L 12 na 0.9 1.0 11 13 19 24 3.0 na na na 41 na 3.0 2.0 15
The Northern Trust Company 09 L 41 12 08 L 09 1.0 11 13 18 L 24 3.0 39 L 46 37 41 na 2.2 15 16
PNC Financial Services Corp. 09L 40L 12 na 0.9 1.0 11 14 1.9 24 31 na 4.7 39 42 94.6 38H 13 18
Economist Intelligence Unit 09L 40L 12 1.0 0.9 1.0 11 13 19 23L 30 na na na 39 L na 3.0 na 2.3
Societe Generale 09L 40L na na na na na 13 1.9 24 3.0 na na na na na 31 13 0.2
DS Economics 09 L 41 12 0.9 0.9 1.0 11 13 18L 23L 30 39 L 46 35 41 94.0 3.7 09 03
Moody's Capital Markets Group 09L 40L 12 1.0 0.9 11H 12H 13 19 23L 30 40 46 35 40 936 33 17 0.7
Daiwa Capital Markets America 09 L 41 12 11H 09 1.0 11 14 19 24 3.0 39 L 46 na 41 94.0 31 18 09
Oxford Economics 09L 40L 12 na 0.8 1.0 0L 13 19 23L 29L na na na 4.2 934 3.2 19 0.9
Nomura Securities, Inc. 09L 40L 14H na na na na 14 1.9 24 3.0 41 4.7 na 44 na 32 18 03
DePrince & Assoc. 09L 40L 12 0.9 0.8 1.0 10L 12L 18L 23L 29L 39L 46 39 41 94.0 25 19 09
Georgia State University 09L 40L na na 0.8 1.0 11 14 21 25 3.2 44 5.2 na 43 na 3.2 04 19
Chmura Economics & Analytics 09L 40L 12 0.9 0.9 1.0 11 13 19 24 3.0 na na na 40 964 Hf 211L 21 20
NatWest Markets 09L 40L 12 0.9 10H 11H 12H 14 19 25 31 41 4.7 37 42 94.0 3.0 17 0.1
High Frequency Economics 09L 40L na na 10H 11H 12H 14 1.9 24 3.0 na na na na na 3.0 04 04
Wells Fargo 09 L 43H 12 1.0 0.9 1.0 11 14 19 24 3.0 41 48 38 41 94.2 3.0 1.0 09
RDQ Economics 09L 40L 13 0.9 0.9 11H 12H 13 1.9 24 3.0 39L 45L 37 41 94.2 24 21 1.0
Nat| Assn. of Realtors 09L 40L 12 1.0 0.9 1.0 11 13 19 23L 30 41 4.6 35 41 na 3.7 17 13
Cycledata Corp. 09L 40L 12 0.9 0.8 0.9 11 13 1.9 24 3.0 4.0 48 37 40 93.0 2.9 19 23
MUFG Union Bank 09L 40L 13 1.0 08 0.9 11 13 20 24 3.0 4.0 47 37 41 94.0 26 20 26
Stone Harbor Investment Partners 09L 40L 12 1.0 0.8 1.0 11 13 18L 23L 30 40 46 na 41 94.0 35 11 14
Bank of America Merrill Lynch 09 L na 13 na 0.9 na na 15 25H 30H 35 na na na na na 3.0 13 0.4
Naroff Economic Advisors 09L 40L 12 0.9 0.9 1.0 11 13 1.9 23 L 30 4.3 4.9 41H 41 93.7 2.7 2.1 16
June Consensus 10 41 12 10 09 10 11 13 19 24 30 40 47 37 41 940 | 31 15 1.1
Top 10 Avg. 11 4.1 13 1.0 0.9 11 12 14 21 2.6 3.2 4.2 4.9 3.9 43 94.6 3.6 2.1 2.3
Bottom 10 Avg. 0.9 4.0 1.2 0.9 0.8 0.9 11 13 1.8 2.3 2.9 3.9 4.6 35 4.0 93.4 2.5 0.7 0.1
May Consensus 1.0 4.0 12 1.0 0.9 1.0 11 14 20 25 31 41 48 38 4.2 943 2.7 17 16
Number of Forecasts Changed From A Month Ago:
Down 6 4 13 9 8 5 11 16 24 21 19 14 15 18 20 13 4 26 27
Same 26 28 17 11 17 12 10 17 16 17 17 6 6 6 12 9 12 12 13
Up 12 7 7 5 13 17 13 12 5 6 8 6 6 0 4 3 29 5 5
Diffusion Index 57% 54% 42% 42% 57% 68% 53% 46% 29% 33% 38% 35% 33% 13% 28% 30%| 78% 26 % 26 %
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Interest Rate Forecasts Key Assumptions
Percent Per Annum -- Average For Quarter Avg. For | - (Q-Q % Change)------
Blue Chip Short-Term Intermediate-Term Long-Term e Qtre- [ e (SAAR)-----------
Financial Forecasts r 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A. B. C. D.
Panel Members Federal  Prime  LIBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home [ Fed's Major GDP Cons.
Funds Bank  Rate  Paper  Bils Bills Bils ~ Notes Notes Notes  Bond Corp.  Corp.  Local Mtg. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2-Yr. 5Yr. 10-Yr. 30-Yr. Bond Bond Bonds  Rate $ Index GDP Index Index
Societe Generale 14H 43 na na na na na 15 2.2 2.7 35 na na na na na 21 21 16
J.P. Morgan Chase 14H na 14 na na na na 1.6 2.2 25 31 na na na na na 18 20 2.3
Barclays Capital 14H 45H 16H na na na na 17 2.2 25 31 na na na na na 2.0 20 24
Goldman Sachs & Co. 13 na 16H na 12 na na 15 22 2.6 30 na na na 44 na 25 2.0 19
Swiss Re 13 44 15 12 11 1.2 15 18 2.2 2.7 3.6 45 54 na 45 na 2.3 13 2.3
Scotiabank Group 13 43 na na 11 na na 15 2.2 2.6 32 na na na na na 25 2.0 25
IHS Markit 13 43 13 na 11 1.2 13 15 2.1 2.6 32 42 5.0 4.0 44 na 29 24 2.8
MacroFin Analytics 12 44 13 12 12 1.3 14 1.6 2.2 2.7 34 43 48 3.7 44 94.5 2.1 2.0 2.2
AG 12 43 na na 12 1.3 13 14 L 20 25 31 na 48 na 4.2 na 2.0 2.3 2.3
Action Economics 12 43 1.3 13 1.2 1.3 14 1.6 2.2 2.6 32 41 47 L 39 41 93.0 34H 16 19
S&P Global 12 41 15 na 0.9 11 12 1.6 2.1 25 32 na na na 43 96.5 24 24 19
Wells Capital Management 12 43 15 12 13H 14 16 17 2.2 2.7 32 41 49 4.2 44 914 L| 25 21 24
BMO Capital Markets 12 43 15 na 11 1.3 13 15 21 26 3.2 na na na 43 95.8 2.7 21 25
Wells Fargo 12 44 15 12 11 1.2 13 17 2.2 25 3.2 42 4.9 38 4.2 95.0 2.6 2.0 21
Moody's Analytics 12 43 14 11 08L 09L 11L 141L 21 3.0 37H 50H 61H 38 44 na 24 25 2.2
Chase Wealth Management 12 42 14 12 12 1.3 14 15 2.1 2.6 32 43 49 3.8 44 92.3 20 2.0 2.3
RDQ 12 42 16H 12 13H 16H 17H 18 2.3 2.8 34 42 49 43 45 95.8 2.2 21 2.6
NatWest Markets 12 43 13 12 12 14 16 17 2.3 2.7 33 42 48 39 44 970 H| 28 2.2 2.3
Amherst Pierpont Securities 12 43 15 13 12 13 15 17 2.2 2.7 34 43 5.0 41 45 94.0 31 2.0 2.6
Regions Financial Corporation 1.2 43 14 12 11 12 13 15 21 25 31 41 48 40 42 945 24 18 23
Comerica Bank 12 43 15 na 11 1.3 15 17 2.2 2.7 34 na na na 44 na 29 2.0 2.0
Daiwa Capital Markets America 12 43 15 14H 12 1.3 14 1.7 2.1 25 31 40L 47 L na 44 95.0 25 21 21
Oxford Economics 12 43 16H na 11 1.2 13 16 20 24 31 na na na 43 93.0 2.3 16 21
High Frequency Economics 12 43 na na 12 13 14 17 2.2 2.6 33 na na na na na 2.3 24 24
DS Economics 12 43 14 11 11 1.2 13 1.6 2.1 2.6 3.2 41 48 3.8 44 935 25 14 18
Economist Intelligence Unit 12 42 14 12 11 1.2 12 15 2.1 25 3.2 na na na 41 na 24 na 2.3
Nomura Securities, Inc. 12 40L 16H na na na na 15 20 2.6 30 43 49 na 46 na 1.9 18 2.6
Fannie Mae 12 43 na na 11 11 12 14L 19L 23L 29L na na na 40 L na 2.2 12 L 18
DePrince & Assoc. 12 4.2 15 12 11 13 14 15 19L 24 3.0 41 5.0 4.0 4.2 94.2 25 2.0 2.2
MUFG Union Bank 12 43 15 12 11 1.2 15 16 2.1 25 31 42 49 3.8 4.2 92.0 2.7 19 28 H
Bank of America Merrill Lynch 11 na 15 na 11 na na 1.7 25 3.0 33 na na na na na 2.3 19 18
The Northern Trust Company 11 43 15 11 12 1.3 14 1.6 2.1 2.6 33 41 5.0 39 43 na 2.0 2.0 21
Moody's Capital Markets Group 11 43 15 12 12 1.3 13 14 L 20 24 3.0 40L 47L 36L 41 94.3 24 18 2.2
Loomis, Sayles & Company 11 42 15 11 11 1.3 15 17 2.2 2.6 32 43 5.0 3.7 4.2 94.5 2.3 14 2.3
PNC Financial Services Corp. 11 43 14 na 11 1.2 14 17 2.2 2.7 34 na 49 41 44 94.7 33 21 2.3
Georgia State University 11 4.1 na na 11 1.2 14 17 2.6 32H 37H 47 5.7 na 4.7 na 13L 33H 25
RBC Capital Markets 11 na na na na na na 15 22 2.7 33 na na na na na 25 19 2.7
BNP Paribas Americas 11 na 13 na na na na 20H 29H 32H na na na na na na 24 na 18
GLC Financial Economics 11 43 14 12 11 1.2 13 15 2.3 2.8 34 44 5.1 41 49 H 92.3 29 2.3 21
RidgeWorth Investments 11 43 15 11 1.0 11 13 16 2.3 2.6 33 41 48 39 45 935 24 21 14 L
Naroff Economic Advisors 11 4.2 15 12 11 13 15 17 2.3 2.6 33 45 5.2 44H 45 94.3 31 25 2.7
Natl Assn. of Realtors 11 4.2 14 11 11 1.2 13 15 2.1 25 31 43 48 3.7 43 na 24 18 2.0
Cycledata Corp. 11 41 14 11 1.0 1.1 13 15 2.1 2.6 3.2 42 49 3.8 4.2 93.0 24 2.2 25
Chmura Economics & Analytics 1.0 40L 12 10L 09 1.1 12 14L 19L 24 3.0 na na na 41 96.4 25 1.8 2.0
Stone Harbor Investment Partners 09 L 40L 12L 10L 09 1.1 1.2 14 L 21 2.5 3.0 4.2 4.8 na 4.3 93.0 2.1 1.9 2.3
June Consensus 1.2 4.2 14 1.2 11 1.2 1.4 1.6 2.2 2.6 3.2 4.3 5.0 3.9 4.3 94.1 2.4 2.0 2.2
Top 10 Avg. 13 4.4 15 1.2 12 1.4 15 17 2.4 2.9 35 4.5 5.2 4.1 4.6 95.5 3.0 24 2.6
Bottom 10 Avg. 11 4.1 1.3 11 1.0 11 1.2 14 2.0 2.4 3.0 4.1 48 3.7 41 92.7 1.9 1.6 1.8
May Consensus 12 42 14 11 11 1.2 13 1.6 2.2 2.7 33 43 5.0 4.0 44 94.7 24 21 24
Number of Forecasts Changed From A Month Ago:
Down 4 4 8 5 6 4 7 9 21 21 17 13 15 13 17 15 9 14 21
Same 32 27 19 13 17 14 13 23 17 16 21 9 8 8 13 7 23 21 16
Up 9 9 10 7 15 17 15 13 7 8 6 4 4 1 6 2 13 8 8
Diffusion Index 56% 56% 53% 54% 62% 69% 61% 54% 34% 36% 38% 33% 30% 23% 35% 23%| 54% 43%  36%
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Interest Rate Forecasts Key Assumptions
Percent Per Annum-- Average For Quarter Avg. For | - (Q-Q % Change)------
Blue Chip Short-Term Intermediate-Term: Long-Term: 0 (SAAR)-----------
Fnancial Forecasts M1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A. B. C. D.
Panel Members Federal  Prime LIBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home | Fed's Major GDP Cons
Funds Bank  Rate  Paper  Bills Bills Bills Notes  Notes  Notes Bond Corp.  Corp.  Local Mtg. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2-Yr. 5-Yr. 10-Yr. 30-Yr. Bond Bond Bonds  Rate $ Index GDP Index Index
IHS Markit 15H 43 15 na 12 14 15 16 22 2.7 34 44 52 42 4.6 na 24 23 19
J.P. Morgan Chase 15H na 1.6 na na na na 18 2.3 2.7 32 na na na na na 18 2.0 23
Scotiabank Group 15H 45 na na 13 na na 1.7 23 2.8 33 na na na na na 23 2.0 24
Swiss Re 15H 46 1.8 15 14 16 18 21 23 2.7 3.6 45 55 na 46 na 22 2.2 32H
MacroFin Analytics 15H 47H 15 14 14 15 16 19 24 3.0 3.7 45 5.0 37 4.7 95.0 21 2.0 21
NatWest Markets 14 45 1.6 15 15 17 1.9 1.9 25 2.8 34 42 49 40 45 98.0 H| 2.6 2.0 24
Amherst Pierpont Securities 14 4.6 1.8 15 14 1.6 1.8 20 2.6 3.0 3.7 4.6 5.3 44 49 95.0 32H 22 31
AG 14 45 na na 13 15 15 1.6 2.1 25 3.2 na 48 na 42 na 20 24 2.2
Nomura Securities, Inc. 14 43 16 na na na na 16 22 28 32 45 51 na 48 na 20 18 23
Moody's Analytics 14 45 1.6 13 09L 10L 13L 15 24 3.2 3.9 5.3 6.3 4.0 4.6 na 2.8 26 H 24
Chase Wealth Management 14 44 1.6 14 14 15 1.6 1.7 2.3 2.8 34 45 51 4.0 4.6 92.2 21 2.3 2.3
Wells Fargo 14 45 1.7 14 13 14 14 1.8 23 2.6 34 43 5.0 39 43 96.0 2.6 2.0 25
Societe Generale 14 43 na na na na na 1.8 24 29 3.7 na na na na na 22 21 25
RDQ Economics 14 44 19H 15 16H 19H 20H 21 2.6 31 37 45 51 47 48 97.2 20 21 26
Naroff Economic Advisors 14 45 1.7 15 15 16 18 22H 26 31 3.7 48 55 48H 48 95.0 3.0 26 H 28
MUFG Union Bank 14 45 1.7 15 14 15 1.8 1.8 2.3 2.7 3.2 44 51 39 44 900 L| 28 2.0 31
Bank of America Merrill Lynch 14 na 17 na 13 na na 18 25 29 33 na na na na na 23 1.7 13 L
Oxford Economics 14 45 18 na 13 14 15 18 21 25 31 na na na 43 92.6 2.6 13 L 19
Goldman Sachs & Co. 14 na 17 na 13 na na 1.7 2.3 2.7 31 na na na 45 na 23 2.0 21
Comerica Bank 14 45 17 na 13 15 1.6 18 24 29 36 na na na 46 na 31 2.0 21
S&P Global 14 44 18 na 12 13 14 18 23 2.7 33 na na na 44 96.9 20 22 22
Economist Intelligence Unit 14 44 1.6 14 13 13 14 17 2.3 27 34 na na na 43 na 21 na 22
Regions Financial Corporation 14 44 15 14 12 13 14 17 2.2 2.7 33 43 5.0 42 44 95.1 24 1.7 23
Fannie Mae 14 45 na na 1.2 1.2 1.3 15 20L 23L 30L na na na 41 na 2.0 19 23
DS Economics 14 45 1.6 13 13 14 1.6 1.8 2.3 2.7 34 4.2 49 4.0 44 93.1 1.7 2.0 2.3
Action Economics 14 45 15 14 13 14 16 19 23 28 34 43 5.0 41 44 92.6 2.7 2.0 23
Daiwa Capital Markets America 14 45 17 16H 13 15 1.6 1.9 2.3 26 32 42 48 na 45 96.0 24 22 23
BMO Capital Markets 14 45 1.6 na 13 14 15 1.7 2.2 2.6 3.2 na na na 43 97.9 2.8 2.0 24
High Frequency Economics 14 45 na na 13 14 1.6 2.0 24 2.8 34 na na na na na 2.3 24 24
Wells Capital Management 14 45 17 14 15 16 18 19 24 28 34 44 51 44 4.6 91.8 23 22 25
GLC Financial Economics 14 45 17 14 13 14 14 17 24 3.0 36 47 55 43 5.0 94.0 2.8 22 21
Barclays Capital 14 45 1.7 na na na na 1.8 23 25 31 na na na na na 20 24 24
BNP Paribas Americas 14 na 1.6 na na na na 21 30H 34 na na na na na na 2.6 na 29
DePrince & Associates 13 43 17 14 13 14 17 17 21 26 32 43 53 4.1 44 944 26 22 25
Loomis, Sayles & Company 13 44 1.6 13 12 14 18 20 24 2.8 33 44 5.2 38 44 945 2.0 19 21
Cycledata Corp. 13 43 1.6 13 1.2 13 15 1.7 2.3 2.8 34 44 5.2 41 45 93.0 24 2.2 2.6
RBC Capital Markets 13 na na na na na na 1.8 24 29 34 na na na na na 2.7 13 L 16
RidgeWorth Investments 12 43 16 12 L 11 12 14 17 24 27 34 43 5.0 41 46 93.0 24 22 14
Nat| Assn. of Realtors 12 43 15 12L 12 14 15 17 2.3 27 32 45 5.0 39 45 na 2.2 2.3 23
Chmura Economics & Analytics 12 43 14L 13 11 13 14 1.6 2.3 2.7 33 na na na 43 96.0 31 21 2.3
The Northern Trust Company 12 43 1.6 12 L 12 14 15 1.8 2.3 2.7 35 43 5.3 4.0 43 na 21 2.0 21
Moodys Capital Markets Group 12 43 15 12 L 12 14 14 14 L 21 24 30L 40L 46 L 35L 411L 945 20 18 14
PNC Financial Services Corp. 12 43 1.6 na 12 14 15 18 2.3 2.8 36 na 5.0 39 45 94.7 2.8 21 24
Georgia State University 11L 41L na na 1.0 12 14 1.7 2.8 37H 42H 54H 65H na 53H na 0L 23 19
Stone Harbor Investment Partners 11 L 43 14L 12 L 11 1.2 14 1.6 2.2 2.7 3.2 4.4 5.0 na 4.5 95.0 25 1.6 2.1
June Consensus 1.4 4.4 1.6 1.4 13 1.4 1.6 1.8 2.3 2.8 3.4 4.5 5.2 41 4.5 94.5 2.4 2.1 2.3
Top 10 Avg. 15 45 1.8 15 1.4 1.6 1.8 2.0 2.6 31 3.7 4.7 55 43 48 96.3 2.9 2.4 2.8
Bottom 10 Avg. 1.2 4.3 1.5 1.3 11 1.2 1.4 1.6 2.1 2.5 3.1 4.2 4.9 3.9 4.2 92.7 1.9 17 1.8
May Consensus 13 44 16 14 12 14 15 18 24 28 34 45 52 42 45 95.0 24 21 23
Number of Forecasts Changed From A Month Ago:
Down 4 4 8 5 5 5 7 9 17 17 14 10 11 13 13 14 15 13 10
Same 35 32 23 16 24 19 17 25 20 19 18 9 8 8 13 7 21 21 24
Up 6 4 5 3 9 11 11 11 8 9 12 7 7 3 10 1 9 9 9
Diffusion Index 52% 50% 46% 46% 55% 59% 56% 52% 40% 41% 48% 44% 42% 29% 46% 20%| 43% 45%  49%
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First Quarter 2018

Interest Rate Forecasts Key Assumptions
Percent Per Annum -- Average For Quarter: Avg. For
Blue Chip Short-Term: Intermediate-Term Long-Term: --Qtr.---
Financial Forecasts r 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A. B. C. D.
Panel Members Federal Prime  LBBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home | Fed's Major GDP Cons.
Funds Bank  Rate  Paper  Bils Bills Bills Notes  Notes  Notes Bond Corp.  Corp.  Local Mg. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2-Yr. 5-Yr. 10-Yr. 30-Yr. Bond Bond Bonds Rate $ Index GDP Index Index
Swiss Re 18H 49H 20 18H 17 19 21 2.3 25 2.8 37 46 55 na 4.7 na 21 31H 31
Moody's Analytics 17 48 1.9 1.6 1.2 13L 16 1.8 2.7 35 42H 55H 65H 42 49 na 2.7 2.6 2.6
Naroff Economic Advisors 17 48 19 18H 18H 19 22H 25H 30 34 40 52 59 52 52 94.0 25 28 29
NatWest Markets 17 48 1.8 17 17 1.9 22H 22 2.7 3.0 35 43 49 41 4.7 99.0 H| 31 2.0 24
Ambherst Pierpont Securities 17 4.8 20 18H 17 19 21 23 29 33 40 49 5.6 4.6 53 96.0 29 24 32H
Nomura Securities, Inc. 17 45 1.9 na na na na 1.8 2.4 2.8 3.2 45 51 na 49 na 18 18 2.3
Societe Generale 1.7 45 na na na na na 2.0 2.6 31 3.8 na na na na na 20 1.8 24
DS Economics 1.6 48 1.9 16 15 17 18 20 24 29 35 42 5.0 41 45 927 18 23 21
Barclays Capital 1.6 48 19 na na na na 19 24 25 3.0 na na na na na 20 24 26
BNP Paribas Americas 1.6 na 19 na na na na 22 31H 36H na na na na na na 27 na 28
Oxford Economics 1.6 47 2.0 na 1.6 17 17 2.0 22 2.6 31 na na na 44 924 3.2 17 25
MacroFin Analytics 16 4.8 17 15 15 16 17 2.0 26 31 3.8 4.7 52 39 4.8 96.0 20 21 22
RDQ Economics 1.6 46 21H 17 1.7 20H 22H 23 29 35 41 49 55 53H 52 98.4 2.2 2.2 25
MUFG Union Bank 16 4.8 2.0 17 16 17 21 20 24 28 34 4.6 54 4.0 45 900 L| 29 21 28
Regions Financial Corporation 16 45 1.7 1.6 14 16 1.7 1.8 24 2.8 34 44 5.1 43 45 95.8 2.6 21 24
Action Economics 15 4.7 17 16 15 16 18 20 25 29 35 45 52 4.1 4.6 92.8 22 2.0 24
IHS Markit 15 45 1.6 na 14 16 1.7 1.8 24 3.0 3.6 46 54 44 48 na 2.7 2.2 13 L
Goldman Sachs & Co. 15 na 1.8 na 14 na na 1.9 25 2.8 31 na na na 4.7 na 2.3 1.9 2.0
Scotiabank Group 15 45 na na 13 na na 1.8 24 29 34 na na na na na 24 20 2.2
J.P. Morgan Chase 15 na 16 L na na na na 18 24 28 33 na na na na na 18 21 24
Daiwa Capital Markets America 15 46 18 1.7 15 1.6 17 20 24 2.7 33 43 49 na 46 97.0 2.2 2.2 24
RBC Capital Markets 15 na na na na na na 2.0 2.6 31 3.6 na na na na na 2.7 23 24
Cycledata Corp. 15 45 18 15 14 15 17 19 25 29 35 45 53 42 46 93.0 25 22 26
Chmura Economics & Analytics 15 47 1.7 15 14 1.6 17 2.0 2.7 3.0 36 na na na 46 95.1 34H 19 22
AG 15 4.6 na na 14 17 18 18 23 2.6 33 na 48 na 4.2 na 24 2.7 22
Wells Capital Management 15 46 1.7 15 1.6 1.7 19 20 25 3.0 3.6 46 54 46 4.7 92.1 2.6 23 2.6
S&P Global 15 4.6 2.0 na 15 16 17 2.0 25 29 35 na na na 4.6 95.7 22 25 2.7
Loomis, Sayles & Company 15 46 1.8 15 14 16 1.9 22 25 2.8 33 45 5.2 3.8 44 94.5 2.3 2.3 21
DePrince & Assoc. 14 44 19 16 14 1.6 18 19 23 2.7 33 45 55 43 46 945 26 22 25
Comerica Bank 14 45 18 na 13 15 1.6 18 24 29 3.6 na na na 46 na 2.7 20 20
Economist Intelligence Unit 14 44 16 15 13 14 15 17 24 2.8 34 na na na 45 na 2.0 na 24
High Frequency Economics 14 45 na na 15 1.6 18 22 2.6 3.0 3.6 na na na na na 2.8 2.8 2.8
GLC Financial Economics 14 45 1.7 15 13 14 15 17 24 3.0 37 49 5.7 45 5.0 92.9 2.7 14 2.3
RidgeWorth Investments 14 45 18 14 L 13 14 16 19 26 3.0 3.7 45 52 44 49 925 24 23 14
Natl Assn. of Realtors 14 45 17 14 L 14 1.6 17 19 25 29 34 46 5.2 41 47 na 2.0 2.3 2.3
Wells Fargo 14 45 17 15 14 15 1.6 18 24 27 35 44 5.2 39 44 975 2.7 21 24
Chase Wealth Management 14 44 1.6 14 L 14 15 1.6 1.7 2.3 2.8 34 45 5.1 4.0 46 924 0L 22 24
Fannie Mae 14 45 na na 12 13L 14L 15L 20L 24L 30L na na na 41 L na 17 22 21
PNC Financial Services Corp. 14 45 1.7 na 13 15 1.6 1.9 24 29 3.6 na 5.1 3.8 45 94.6 3.0 21 24
The Northern Trust Company 14 45 18 14L 14 1.6 17 20 25 29 3.7 45 55 42 45 na 2.1 24 25
Moody's Capital Markets Group 14 45 1.8 15 14 15 15 15L 20L 24 3.0 40L 46 L 35L 41L 93.8 2.3 1.7 2.7
BMO Capital Markets 14 45 16 na 13 14 16 19 23 27 32 na na na 44 97.6 19 23 2.7
Bank of America Merrill Lynch 14 na 18 na 14 na na 19 25 29 33 na na na na na na na na
Stone Harbor Investment Partners 14 45 16 L 15 13 15 16 18 24 28 33 45 51 na 46 96.0 18 2.1 24
Georgia State University 13L 43 L na na 11 L 13L 15 1.7 2.5 3.3 3.9 5.2 6.2 na 54 H na 25 11 L 14
June Consensus 15 4.6 1.8 1.6 1.4 1.6 1.7 1.9 2.5 2.9 3.5 4.6 5.3 4.2 4.6 94.6 2.4 2.2 2.4
Top 10 Avg. 17 4.8 2.0 1.7 1.6 1.8 2.0 2.2 2.8 33 3.9 4.9 5.7 4.6 5.0 96.9 29 2.6 2.8
Bottom 10 Avg. 1.4 4.4 1.6 1.4 13 1.4 15 1.7 2.2 2.6 3.1 4.4 5.0 3.9 4.3 92.5 1.8 1.7 1.9
May Consensus 15 4.6 1.8 1.6 1.4 15 1.7 1.9 2.5 2.9 3.5 4.6 5.3 4.3 4.7 95.1 2.4 2.2 2.4
Number of Forecasts Changed From A Month Ago:
Down 4 3 6 6 6 5 7 10 16 16 15 8 10 11 13 13 14 11 11
Same 37 31 24 14 21 16 16 26 21 22 23 12 10 10 13 10 23 21 26
Up 4 6 7 6 11 14 12 9 8 7 6 6 7 2 10 2 7 10 7
Diffusion Index 50% 54% 51% 50% 57% 63% 57% 49% 41% 40% 40% 46% 44% 30% 46% 28%| 42% 49% 45%
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Interest Rate Forecasts Key Assumptions
Percent Per Annum -- Average For Quarter Avg. For (Q-Q % Change)--
Blue Chip Short-Term: Intermediate-Term Long-Term -—-Qtr.---
Fnancial Forecasts 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A. . .
Panel Members Federal Prime  LBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home | Fed's Major GDP Cons.
Funds Bank Rate  Paper  Bills Bills Bills Notes  Notes  Notes Bond Corp.  Corp.  Local Mtg. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2-Yr. 5Yr. 10-Yr. 30-Yr. Bond Bond Bonds Rate $ Index GDP Index Index
Naroff Economic Advisors 21H 51H 23H 21H 21H 22H 25H 27H 33H 36 43 55 6.2 56H 54 93.0 30 24 32
Swiss Re 2.0 51H 23H 21H 20 21 24 2.6 2.7 3.0 39 47 5.7 na 49 na 21 03 L 13
Moody's Analytics 2.0 51 21 19 15 1.6 1.8 2.0 29 37H 44H 56H 66H 43 5.2 na 20 2.3 2.8
NatWest Markets 19 5.0 21 2.0 2.0 22H 24 24 2.8 31 3.6 44 5.0 4.2 47 1000 H| 34 15 11
Amherst Pierpont Securities 19 51H 23H 20 19 22H 24 2.6 31 35 43 51 5.9 48 55 H 97.0 31 2.3 33 H
DS Economics 19 5.0 21 18 17 19 21 2.2 25 3.0 3.6 43 5.0 4.2 45 925 23 2.2 18
BNP Paribas Americas 1.9 na 21 na na na na 24 3.2 37H na na na na na na 2.6 na 18
Barclays 19 5.0 na na na na na na na na na na na na na na 25 2.3 23
Oxford Economics 19 49 2.3 na 18 19 1.9 21 24 2.7 3.2 na na na 45 92.2 2.8 2.0 2.3
MUFG Union Bank 19 5.0 2.2 19 19 2.0 2.3 2.2 2.6 3.0 3.6 47 5.6 41 46 880 L| 3.1 2.8 2.2
MacroFin Analytics 1.8 5.0 1.9 17 1.7 1.8 1.9 2.2 2.8 33 4.0 49 5.4 41 5.0 96.4 20 2.2 2.2
Chmura Economics & Analytics 1.8 5.0 21 19 17 19 21 24 3.0 34 4.0 na na na 5.0 93.6 36H 21 2.3
RDQ Economics 18 4.8 23H 19 19 22H 23 24 3.0 35 4.0 49 55 5.2 5.2 99.6 21 2.2 25
RBC Capital Markets 1.8 na na na na na na 2.3 2.8 33 37 na na na na na 34 13 1.6
IHS Markit 18 45 17 L na 15 17 1.9 2.0 25 30 37 48 56 46 49 na 2.6 22 1.6
Goldman Sachs & Co. 18 na 21 na 17 na na 2.1 2.7 3.0 3.2 na na na 48 na 20 19 2.0
Scotiabank Group 1.8 48 na na 1.6 na na 19 25 29 34 na na na na na 24 2.0 24
Daiwa Capital Markets America 1.8 49 21 2.0 1.7 19 20 2.3 2.6 29 35 44 5.0 na 48 98.0 21 2.3 25
Regions Financial Corporation 1.7 48 1.8 17 1.6 1.7 1.8 2.0 25 29 3.6 46 5.3 44 46 95.5 23 2.2 24
AG 17 48 na na 1.6 2.0 21 21 25 2.8 35 na 5.0 na 44 na 2.8 25 19
Action Economics 17 4.8 1.8 18 17 18 20 2.2 2.6 3.0 3.6 46 5.3 4.2 47 93.0 3.0 30H 25
Wells Capital Management 17 48 20 18 19 20 21 22 27 31 37 47 55 46 48 92.3 24 25 27
S&P Global 17 48 23 na 17 1.8 1.9 2.2 2.6 3.0 3.6 na na na 47 94.6 2.6 27 27
Loomis, Sayles & Company 17 48 2.0 17 16 18 21 23 2.7 3.0 33 4.7 54 40 4.6 945 23 23 20
Wells Fargo 1.7 48 20 19 16 1.7 1.8 2.0 2.6 29 3.6 47 55 41 46 96.7 2.8 21 2.2
Natl Assn. of Realtors 17 48 1.9 16 1.6 1.8 1.9 21 2.7 31 35 438 54 43 49 na 22 2.3 2.3
High Frequency Economics 1.7 48 na na 1.7 19 21 23 2.7 31 37 na na na na na 2.8 2.8 2.8
Nomura Securities, Inc. 17 45 L 21 na na na na 19 24 2.8 3.2 45 5.1 na 49 na 17L 18 2.2
Societe Generale 1.7 45 L na na na na na 22 27 33 39 na na na na na 22 20 22
DePrince & Assoc. 17 4.7 2.0 18 17 18 21 22 25 29 34 4.7 5.7 44 4.7 94.8 2.8 22 25
Comerica Bank 1.6 4.7 20 na 15 17 18 2.0 26 31 38 na na na 48 na 2.7 2.0 20
Economist Intelligence Unit 16 4.7 18 17 15 16 17 19 2.7 3.0 36 na na na 4.7 na 3.0 na 23
J.P. Morgan Chase 1.6 na na na na na na na na na na na na na na na 1.8 21 24
GLC Financial Economics 1.6 46 1.9 17 1.6 1.6 1.7 1.9 2.7 3.2 39 5.3 6.2 47 54 935 29 16 24
Chase Wealth Management 15 45L 17L 15 15 1.6 1.7 1.8 24 29 35 46 5.2 41 47 92.6 24 2.3 2.4
Georgia State University 15 45 L na na 15 1.7 19 21 2.8 35 41 54 6.3 na 54 na 29 13 25
Cycledata Corp. 15 45L 18 15 14 15 17 19 25 29 35 45 53 42 46 93.0 25 22 26
RidgeWorth Investments 15 46 1.9 15 14 15 1.6 19 26 3.0 37 45 52 45 49 92.0 24 2.3 14
BMO Capital Markets 15 4.6 17 L na 14 15 17 2.0 2.6 2.7 33 na na na 44 96.2 27 19 20
The Northern Trust Company 14 L 46 1.8 14L 15 1.6 1.8 21 2.6 31 39 47 5.7 44 47 na 1.9 2.2 2.3
Fannie Mae 14L 45L na na 13L 141L 15 16 21 24L 30 na na na 41 na 1.8 2.2 1.9
PNC Financial Services Corp. 14L 45L 18 na 15 1.7 1.7 2.0 24 29 37 na 51 38 46 94.5 2.8 21 24
Stone Harbor Investment Partners 14L 45L 17L 14L 14 15 17 18 25 29 33 46 52 na 47 94.0 19 19 25
Moody's Capital Markets Group 14L 45L 19 15 14 14L 14L 14L 19L 24L 29L 40L 46 L 35L 41L 93.6 2.1 1.7 09 L
June Consensus 1.7 4.8 2.0 18 1.6 1.8 19 2.1 2.6 3.1 3.6 4.7 55 4.3 4.8 94.4 2.5 2.1 2.2
Top 10 Avg. 1.9 5.0 2.2 2.0 1.9 2.1 2.3 2.4 3.0 35 4.1 5.1 5.9 4.7 5.2 96.9 31 2.6 2.8
Bottom 10 Avg. 1.4 4.5 18 15 1.4 15 16 1.8 2.3 2.7 3.2 4.4 5.0 4.0 4.4 92.2 1.9 15 15
May Consensus 17 4.8 2.0 17 16 1.7 19 21 2.6 31 3.6 47 55 44 48 94.8 25 2.2 2.3
Number of Forecasts Changed From A Month Ago:
Down 4 4 5 8 7 5 7 10 13 12 12 4 6 8 11 13 11 12 12
Same 36 31 23 14 21 19 20 23 21 21 20 12 8 7 14 11 22 21 27
Up 4 5 6 3 9 11 8 9 8 9 9 10 7 3 11 0 11 9 5
Diffusion Index 50% 51% 51% 40% 53% 59% 51% 49% 44% 46% 46% 62% 52% 36% 50% 23%| 50% 46% 42%
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Third Quarter 2018

Interest Rate Forecasts Key Assumptions
Percent Per Annum -- Average For Quarter Avg. For | - (Q-Q % Change)------
Blue Chip Short-Term Intermediate-Term Long-Term: -Qtrm [ e (SAAR)-----------
Financial Forecasts M1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 A. B. C. D.
Panel Members Federal Prime  LIBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home | Fed's Major GDP Cons.
Funds Bank  Rate  Paper  Bills Bills Bills Notes Notes  Notes Bond Corp.  Corp.  Local Mtg. Currency Real Price Price
Rate Rate  3-Mo. 1-Mo. 3-Mo. 6-Mo. 1-Yr. 2-Yr. 5Yr. 10-Yr. 30-Yr. Bond Bond Bonds Rate $ Index GDP Index Index
Moody's Analytics 25H 56H 26H 23 19 2.0 22 2.3 3.2 40H 45H 58H 68H 44 55 na 24 25 3.0
Naroff Economic Advisors 23 54 25 24H 24H 25 28H 30H 36H 40H 45H 57 6.4 57H 57H 92.0 20 2.6 2.6
Swiss Re 2.3 54 25 2.3 22 24 2.6 2.8 29 32 4.0 49 5.8 na 5.1 na 2.2 14 L 24
NatWest Markets 22 5.3 2.3 2.2 2.3 25 2.7 2.6 3.0 3.2 3.6 45 5.1 4.2 48 100.0 34 2.0 2.2
Amherst Pierpont Securities 22 5.3 2.6 2.3 22 24 2.6 29 33 37 44 5.3 6.0 49 5.6 97.5 29 24 33H
DS Economics 21 5.3 24 2.0 20 21 23 24 2.7 31 37 44 5.1 43 47 924 2.3 2.3 18
BNP Paribas Americas 21 na 2.3 na na na na 2.6 34 39 na na na na na na 24 na 2.7
RDQ Economics 21 51 26H 22 2.3 26H 27 2.7 3.2 37 41 51 5.7 5.3 54 1003 H| 22 2.3 25
Chmura Economics & Analytics 21 5.3 2.3 21 1.9 21 24 2.6 3.2 3.6 43 na na na 5.2 92.1 34H 18 19
MUFG Union Bank 21 5.3 25 2.2 22 2.3 2.6 25 2.8 32 37 48 5.7 42 48 860 L| 32 21 3.2
Regions Financial Corporation 20 5.0 20 19 1.8 19 21 21 2.7 31 37 48 54 45 48 95.1 2.2 2.2 2.2
Goldman Sachs 20 na 2.3 na 1.9 na na 24 2.8 31 33 na na na 49 na 20 2.0 21
IHS Markit 20 48 22 na 1.7 2.0 22 23 26 32 38 49 5.8 4.7 5.2 na 2.6 2.2 21
MacroFin Analytics 20 5.2 21 19 1.9 2.0 21 24 3.0 35 4.2 51 5.6 43 5.2 96.8 1.8 2.2 2.3
Daiwa Capital Markets America 20 51 23 2.2 20 21 22 25 2.8 3.0 3.6 46 5.2 na 49 98.0 1.9 24 2.6
RBC Capital Markets 20 na na na na na na 25 3.0 35 3.8 na na na na na 34H 19 31
S&P Global 20 5.0 24 na 20 21 22 25 2.8 31 37 na na na 48 94.6 25 24 24
Action Economics 20 51 21 2.0 20 21 23 24 2.7 3.0 3.6 4.7 55 4.2 4.7 93.1 29 2.2 25
Wells Capital Management 20 51 22 21 22 2.2 23 24 2.8 32 3.7 48 5.6 46 49 925 2.3 2.6 2.7
AG 19 5.0 na na 1.8 2.2 23 24 2.8 31 37 na 5.2 na 46 na 2.8 2.6 19
Loomis, Sayles & Company 19 5.0 2.3 19 19 21 24 25 2.8 3.0 33 4.7 54 4.0 46 94.5 2.3 24 21
Oxford Economics 19 5.0 24 na 19 2.0 21 2.3 25 2.8 33 na na na 46 92.1 2.3 19 21
High Frequency Economics 19 5.0 na na 20 21 2.3 24 2.8 3.2 3.8 na na na na na 2.0 28H 28
Nomura Securities, Inc. 19 4.8 24 na na na na 19 24 2.8 3.2 45 5.1 na 49 na 15L 18 2.2
Societe Generale 1.9 48 na na na na na 22 2.7 33 3.9 na na na na na 20 20 22
Natl Assn. of Realtors 1.9 5.0 21 18 18 20 21 23 2.8 33 3.7 49 55 45 51 na 21 23 22
DePrince & Associates 1.9 49 2.3 21 1.9 21 24 25 2.7 31 35 49 5.9 46 49 95.2 2.7 22 25
J.P. Morgan Chase 1.9 na na na na na na na na na na na na na na na 18 22 24
Barclays 1.9 5.0 na na na na na na na na na na na na na na 3.0 22 24
Comerica Bank 18 49 2.2 na 17 18 2.0 22 2.8 33 40 na na na 5.0 na 2.6 20 20
Scotiabank Group 18 48 na na 1.6 na na 20 2.6 3.0 35 na na na na na 2.3 20 24
Georgia State University 18 48 na na 17 19 21 24 29 3.7 43 55 6.5 na 5.6 na 2.7 20 3.0
BMO Capital Markets 17 48 20 na 1.6 17 1.9 2.2 2.7 2.8 33 na na na 45 94.9 25 21 2.3
Wells Fargo 1.7 48 20 19 1.6 17 1.8 2.0 2.6 29 3.6 4.7 5.5 41 46 97.3 2.8 21 2.2
Chase Wealth Management 17 4.7 1.9 17 17 18 1.9 2.0 2.6 31 3.7 48 54 43 49 925 2.2 22 23
GLC Financial Economics 17 4.7 1.9 17 16 17 17 2.0 2.8 34 40 54 6.3 48 5.6 93.7 3.0 1.6 24
Economist Intelligence Unit 17 4.7 19 17 16 16 17 19 27 31 37 na na na 48 na 24 na 22
RidgeWorth Investments 17 48 20 17 16 17 18 21 28 32 39 48 55 48 51 915 24 22 14 L
PNC Financial Services Corp. 17 48 20 na 17 18 19 21 25 3.0 3.7 na 51 3.9 46 944 28 21 24
Fannie Mae 16 48 na na 14 15 16 17 22 24 3.0 na na na 4.2 na 18 24 19
The Northern Trust Company 16 48 20 16 17 18 20 23 28 33 41 49 59 46 49 na 21 2.0 2.0
Stone Harbor Investment Partners 16 48 18 L 17 16 17 19 2.0 26 3.0 34 47 53 na 48 92.0 2.0 2.0 25
Cycledata Corp. 15 45L 18L 15L 14 15 17 19 25 29 35 45 53 42 46 93.0 25 22 2.6
Moody's Capital Markets Group 14 L 45L 19 1.6 13L 14L 14L 14L 18L 23 L 28L 39L 45L 34L 411L 93.5 2.1 16 19
June Consensus 1.9 5.0 2.2 2.0 1.8 2.0 2.1 2.3 2.8 3.2 3.7 49 5.6 4.4 4.9 94.2 2.4 2.2 2.4
Top 10 Avg. 2.2 53 2.5 2.2 2.2 2.3 25 2.7 3.2 3.7 4.2 5.2 6.1 4.8 5.4 97.0 31 25 2.9
Bottom 10 Avg. 1.6 4.7 1.9 17 1.5 1.6 1.7 1.9 2.4 2.8 33 4.5 5.1 4.1 4.5 91.6 1.9 1.8 1.9
May Consensus 19 5.0 22 19 18 19 21 23 28 32 3.7 49 56 45 49 945 24 22 24
Number of Forecasts Changed From A Month Ago:
Down 6 3 5 6 4 8 9 9 12 10 10 6 10 9 11 11 6 10 10
Same 35 33 25 16 24 18 17 25 22 25 20 14 11 10 15 12 26 25 28
Up 3 4 5 3 10 10 10 8 8 7 11 6 6 4 11 3 12 7 6
Diffusion Index 47% 51% 50% 44% 58% 53% 51% 49% 45% 46% 51% 50% 43% 39% 50% 35%) 57% 46% 45 %




Minnesota Energy Resources Corporation

10 m BLUE CHIP FINANCIAL FORECASTS B JUNE 1, 2017 |

Docket No. G011/GR-17-563
Bulkley Work Papers
Page 112 of 141

International Interest Rate And Foreign Exchange Rate Forecasts

3 Mo. Interest Rate %

United States

[Blue Chip Forecasters

IN3Mo. | In6 Mo. [In 12 Mo.

10 Yr. Gov't Bond Yield %

IN3Mo. [ In6 Mo. [In12 Mo.

Fed's Major Currency $ Index

IN3Mo. [ In6 Mo. [In12 Mo.

Barclays na na na
BMO Capital Markets 1.40 1.65 1.65
IHSMarkit na na na
ING Financial Markets 1.30 1.30 1.60
Mizuho Research Institute 1.65 1.70 2.15
Moody's Analytics 1.26 1.40 1.91
Moody's Capital Markets na na na
Nomura Securities na na na
Oxford Economics na na na
Scotiabank na na na
Wells Fargo 1.75 1.75 2.00
[June Consensus 1.47 1.56 1.86
High 1.75 1.75 2.15
Low 1.26 1.30 1.60
Last Months Avg. 1.37 1.53 1.76

3 Mo. Interest Rate %

2.50 2.50 na
2.50 2.60 2.70
2.56 2.69 3.02
2.50 2.70 2.90
2.55 2.60 2.70
2.79 3.00 3.51
2.38 2.38 2.35
na na na
2.40 2.50 2.73
2.55 2.80 2.90
2.72 2.75 2.78
2.55 2.65 2.84
2.79 3.00 3.51
2.38 2.38 2.35
2.53 2.65 2.82
Japan

[Blue Chip Forecasters

INn3Mo. [ In6 Mo. [In 12 Mo.

10 Yr. Gov't Bond Yield %

INn3Mo. [ In6 Mo. [In 12 Mo.

Barclays na na na
BMO Capital Markets 0.00 0.00 0.00
IHSMarkit na na na
ING Financial Markets 0.05 0.05 0.05
Mizuho Research Institute 0.06 0.06 0.06
Moody's Analytics na na na
Moody's Capital Markets na na na
Nomura Securities na na na
Oxford Economics na na na
Scotiabank na na na
Wells Fargo 0.00 0.00 0.02
[June Consensus 0.03 0.03 0.03
High 0.06 0.06 0.06
Low 0.00 0.00 0.00
Last Months Avg. 0.03 0.03 0.03

0.10 0.15 na
0.05 0.05 0.10
na na na
0.00 0.00 0.00
0.05 0.05 0.05
0.09 0.14 0.18
0.15 0.15 0.15
na na na
0.05 0.07 0.07
na na na
0.07 0.10 0.15
0.07 0.09 0.10
0.15 0.15 0.18
0.00 0.00 0.00
0.07 0.09 0.10

3 Mo. Interest Rate %

United Kingdom

[Blue Chip Forecasters

IN3 Mo. | In6 Mo. [ In 12 Mo.

10 Yr. Gilt Yields %

IN3Mo. | In6 Mo. [In12 Mo.

Barclays na na na
BMO Capital Markets 0.30 0.30 0.30
IHSMarkit na na na
ING Financial Markets 0.35 0.40 0.40
Mizuho Research Institute 0.35 0.35 0.35
Moody's Analytics na na na
Moody's Capital Markets na na na
Nomura Securities na na na
Oxford Economics na na na
Scotiabank na na na
Wells Fargo 0.30 0.35 0.65
[June Consensus 0.33 0.35 0.43
High 0.35 0.40 0.65
Low 0.30 0.30 0.30
Last Months Avg. 0.35 0.36 0.44

1.40 1.40 na
1.40 1.65 1.85
na na na
1.40 1.60 1.80
1.40 1.40 1.45
1.47 1.60 1.93
1.20 1.20 1.25
na na na
1.36 1.50 1.71
na na na
1.40 1.60 1.90
1.38 1.49 1.70
1.47 1.65 1.93
1.20 1.20 1.25
1.37 1.45 1.67

3 Mo. Interest Rate %

Switzerland

[Blue Chip Forecasters

INn3 Mo. | In6 Mo. [ In 12 Mo.

10 Yr. Gov't Bond Yield %

IN3Mo. [ In6 Mo. [In12 Mo.

Barclays na na na
BMO Capital Markets na na na
IHSMarkit na na na
ING Financial Markets -0.75 -0.75 -0.75
Mizuho Research Institute na na na
Moody's Analytics na na na
Moody's Capital Markets na na na
Nomura Securities na na na
Oxford Economics na na na
Scotiabank na na na
Wells Fargo na na na
[June Consensus -0.75 -0.75 -0.75
High -0.75 -0.75 -0.75
Low -0.75 -0.75 -0.75
Last Months Avg. -0.75 -0.75 -0.75

3 Mo. Interest Rate %

na na na
na na na
na na na
0.00 0.25 0.40
na na na
-0.06 0.00 0.16
-0.03 0.00 0.03
na na na
0.10 0.17 0.32
na na na
na na na
0.00 0.11 0.23
0.10 0.25 0.40
-0.06 0.00 0.03
-0.04 0.03 0.18
Canada

[Blue Chip Forecasters

IN3Mo. | In6 Mo. [ In 12 Mo.

10 Yr. Gov't Bond Yield %

INn3Mo. [ In6 Mo. [In 12 Mo.

Barclays na na na
BMO Capital Markets na na na
IHSMarkit na na na
ING Financial Markets 1.00 1.00 1.30
Mizuho Research Institute na na na
Moody's Analytics na na na
Moody's Capital Markets na na na
Nomura Securities na na na
Oxford Economics na na na
Scotiabank na na na
Wells Fargo 0.90 0.95 1.15
[June Consensus 0.95 0.98 1.23
High 1.00 1.00 1.30
Low 0.90 0.95 1.15
Last Months Avg. 0.98 1.08 1.30

na na na
1.75 1.80 1.95
na na na
1.80 1.90 2.20
na na na
2.35 2.77 3.40
1.55 1.57 1.60
na na na
1.75 1.82 1.97
1.80 1.90 2.10
1.70 1.85 2.10
1.81 1.94 2.19
2.35 2.77 3.40
1.55 1.57 1.60
1.79 1.91 2.15

na na na
95.8 97.9 96.2
na na na
93.5 91.8 88.7
95.0 96.0 97.0
na na na
94.1 95.7 93.6
na na na
93.0 92.6 92.2
na na na
na na na
94.3 94.8 93.6
95.8 97.9 97.0
93.0 91.8 88.7
95.6 95.7 95.2
USD/YEN
INn3Mo. [ In6 Mo. [In12 Mo.
108.0 106.0 na
115.0 119.0 118.0
113.3 115.0 119.2
118.0 120.0 120.0
114.0 116.0 118.0
118.0 117.0 115.0
112.2 113.0 112.6
115.0 118.0 120.0
114.0 1155 117.5
117.0 117.0 121.0
na na na
114.5 115.7 117.9
118.0 120.0 121.0
108.0 106.0 112.6
114.6 115.9 118.3
GBP/USD
IN3Mo. | In6 Mo. [In 12 Mo.
1.31 1.32 na
1.25 1.21 1.24
1.24 1.20 1.18
1.31 1.35 1.41
na na na
1.21 1.20 1.20
1.29 1.28 1.29
1.32 1.34 1.37
1.32 1.34 1.36
1.25 1.25 1.30
na na na
1.28 1.28 1.29
1.32 1.35 1.41
1.21 1.20 1.18
1.24 1.24 1.26
USD/CHF
INn3Mo. [ In6 Mo. [In12 Mo.
1.04 1.08 na
1.03 1.04 1.06
0.99 1.00 1.02
0.97 0.97 0.96
na na na
1.02 1.02 1.03
0.98 0.99 0.98
0.99 0.97 0.96
0.99 0.98 0.99
1.07 1.02 1.00
na na na
1.01 1.01 1.00
1.07 1.08 1.06
0.97 0.97 0.96
1.01 1.01 1.00
USD/CAD
IN3Mo. [ In6 Mo. [In 12 Mo.
1.38 1.40 na
1.36 1.34 1.31
1.36 1.35 1.31
1.35 1.34 1.30
na na na
1.32 1.31 1.28
1.36 1.35 1.32
1.38 1.36 1.32
1.34 1.33 1.32
1.38 1.36 1.34
na na na
1.36 1.35 1.31
1.38 1.40 1.34
1.32 1.31 1.28
1.34 1.35 1.32
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International Interest Rate And Foreign Exchange Rate Forecasts

Australia
3 Mo. Interest Rate % 10 Yr. Gov't Bond Yield % AUD/AUD
[Blue Chip Forecasters In3Mo. | In6Mo. |In12 Mo. In3Mo. [ In6Mo. [In12 Mo. In3Mo. [ In6Mo. [In12 Mo.
Barclays na na na na na na 0.73 0.72 na
BMO Capital Markets na na na na na na 0.75 0.75 0.76
IHSMarkit na na na na na na 0.73 0.72 0.72
ING Financial Markets 1.60 1.70 2.00 2.80 2.80 3.00 0.75 0.76 0.80
Mizuho Research Institute na na na na na na na na na
Moody's Analytics na na na 2.85 2.96 3.18 0.73 0.73 0.73
Moody's Capital Markets na na a 2.50 245 243 0.74 0.74 0.74
Nomura Securities na na na na na na 0.72 0.73 0.74
Oxford Economics na na na 2.70 2.81 3.02 0.75 0.74 0.74
Scotiabank na na na na na na 0.75 0.75 0.75
Wells Fargo na na na na na na na na na
|June Consensus 1.60 1.70 2.00 2.71 2.76 2.91 0.74 0.74 0.75
High 1.60 1.70 2.00 2.85 2.96 3.18 0.75 0.76 0.80
Low 1.60 1.70 2.00 2.50 2.45 2.43 0.72 0.72 0.72
Last Months Avg. 1.60 1.60 2.00 2.76 2.85 291 0.74 0.74 0.75
Eurozone
3 Mo. Interest Rate % USD/EUR
[Blue Chip Forecasters In3Mo. | In6Mo. [In12 Mo. In3Mo. [ In6 Mo. [In12 Mo.
Barclays na na na 0.67 0.66 na
BMO Capital Markets -0.35 -0.35 -0.35 1.06 1.02 1.04
IHSMarkit na na na 1.09 1.08 1.06
ING Financial Markets -0.32 -0.32 -0.32 1.15 1.15 1.20
Mizuho Research Institute -0.30 -0.30 -0.30 1.08 1.07 1.05
Moody's Analytics na na na 1.05 1.04 1.03
Moody's Capital Markets na na na 111 111 112
Nomura Securities na na na 1.10 1.12 1.15
Oxford Economics na na na 1.11 1.12 1.12
Scotiabank na na na 1.05 1.10 1.12
Wells Fargo -0.32 -0.32 -0.32 na na na
[June Consensus -0.32 -0.32 -0.32 1.05 1.05 1.10
High -0.30 -0.30 -0.30 1.15 1.15 1.20
Low -0.35 -0.35 -0.35 0.67 0.66 1.03
Last Months Avg. -0.33 -0.32 -0.27 1.06 1.07 1.08
10 Yr. Gov't Bond Yields %
Germany France Italy Spain
Blue Chip Forecasters INn3Mo. [ In6Mo. [In12Mo. [ In3Mo. [ In6Mo. [In12Mo.[ In3Mo. [ In6Mo. [In12Mo.| In3 Mo. [ In6Mo. [In12 Mo.
Barclays 0.67 0.72 na na na na na na na na na na
BMO Capital Markets 0.45 0.60 0.75 na na na na na na na na na
ING Financial Markets 0.60 0.40 0.80 1.05 0.90 1.20 2.60 2.70 2.45 1.90 1.85 1.95
Mizuho Research Institute 0.40 0.45 0.55 na na na na na na na na na
Moody's Analytics 0.30 0.35 0.59 0.86 0.92 1.10 1.87 1.78 1.77 1.34 1.34 1.49
Moody's Capital Markets 0.52 0.55 0.70 0.97 1.05 1.15 2.27 2.30 2.45 1.75 1.80 1.93
Nomura Securities na na na na na na na na na na na na
Oxford Economics 0.55 0.75 0.87 1.10 1.30 1.42 2.70 3.09 3.13 1.99 2.29 241
Wells Fargo 0.50 0.60 1.00 na na na na na na na na na
June Consensus 0.50 0.55 0.75 1.00 1.04 1.22 2.36 2.47 2.45 1.75 1.82 1.94
High 0.67 0.75 1.00 1.10 1.30 1.42 2.70 3.09 3.13 1.99 2.29 241
Low 0.30 0.35 0.55 0.86 0.90 1.10 1.87 1.78 1.77 1.34 1.34 1.49
Last Months Avg. 0.47 0.57 0.68 0.92 1.07 1.18 2.27 2.46 2.48 1.61 1.82 1.90
Consensus Forecasts Consensus Forecasts
10-year Bond Yields vs U.S. Yield 3 Mo. Deposit Rates vs U.S. Rate
Current In 3 Mo. In6 Mo. | In12 Mo. Current In 3 Mo. In6 Mo. | In12 Mo.
Japan -2.22 -2.48 -2.56 -2.74 Japan -1.20 -1.44 -1.59 -1.83
United Kingdom -1.16 -1.17 -1.16 -1.14 United Kingdom -0.87 -1.15 -1.21 -1.44
Switzerland -2.36 -2.54 -2.55 -2.62 Switzerland -1.92 -2.22 -2.31 -2.61
Canada -0.79 -0.73 -0.71 -0.65 Canada -0.38 -0.52 -0.59 -0.64
Australia 0.22 0.17 0.10 0.06 Australia 0.71 0.13 0.14 0.14
Germany -1.87 -2.05 -2.10 -2.09 Eurozone -1.52 -1.79 -1.88 -2.18
France -1.43 -1.55 -1.61 -1.63
Italy -0.14 -0.18 -0.18 -0.39
Spain -0.67 -0.80 -0.83 -0.90




Minnesota Energy Resources Corporation

|12 B BLUE CHIP FINANCIAL FORECASTS B JUNE 1, 2017 |

Viewpoints:

Will It Be A Summer Break For The Fed?

News out of Washington DC has dominated the headlines, sending the
markets into a tailspin. The US stock market witnessed its biggest sell-
off of the year on May 17th while Treasuries rallied and the market
priced in a shallower path for rate hikes. The expectation for a June hike
slipped to approximately 70% from near certainty earlier in the week.
We are puzzled that the market remains committed to a hike in June but
skeptical about future hikes in 2018. In our view, June is a close call
and will be sensitive to financial conditions in the next few weeks. We
are therefore holding to our forecast that the Fed will pause at the up-
coming meeting, but the Fed's narrative between now and June 3rd
(blackout period begins) will be critical for the call.

Even before last week's events, we had been arguing that June was a
close call for the following reasons:

While the March weakness was due to "special factors" the disappoint-
ment in April was widespread. This has prompted us to revise down our
forecast for core PCE inflation this year to 1.7% from 1.9% previously.
Meanwhile, wage growth remains sticky, which could lead the Fed to
revise down their estimate of NAIRU in June's SEP. According to the
Fed's own loan officer survey, demand for consumer loans declined
over the prior three months while banks have continued to tighten lend-
ing standards. Survey measures have come off the highs and hard data
have been mixed to slightly weaker, sending data surprise measures
lower. The April FOMC statement was a placeholder given the uncer-
tainty around the data. The Fed can easily change the narrative about
the June meeting in the coming two weeks.

The decision of whether to hike rates in June is complicated by the like-
lihood of the revisions to the Summary of Economic Projections (SEP)
released at the June meeting. On the one hand, the unemployment rate
has slid 0.4pp from January to 4.4% in April. This brings the current
level below the central tendency for year-end. As such, it is likely that
Fed officials will mark-to-market and reduce the forecast. On the other
hand, inflation has been weaker which will likely lead the median fore-
cast to fall to 1.8% or even 1.7%. So how does the Fed square the cir-
cle? It is simple - revise down estimates of NAIRU (long-run unem-
ployment rate). This would be an acknowledgment of an even flatter
Phillips Curve,. And it would not be the first time that the Fed has made
such a move. The Fed has slashed its estimate for NAIRU over the years
as the unemployment rate falls but wage growth fails to accelerate.

Up until the damaging headlines from DC, there was a clear consensus
in the market and among our peers (other economists) that the Fed will
deliver a hike in June. The arguments included: 1) financial conditions
are easy, giving the Fed a green light; 2) although the recent data have
weakened, the downside risks have diminished given stronger global
growth and the possibility of fiscal stimulus; 3) although the Fed does
not need to fight price or wage inflation, they are worried about asset
price inflation; 4) the Fed is normalizing rates and still believes that
even with a hike, policy will be easy.

These are all credible arguments and reasons that June remains a close
call. However, we believe that there are a few important disclaimers to
these arguments. Yes, financial conditions have been easy, but they are
both an input and output of monetary policy. In other words, financial
conditions can change quickly, in part depending on whether the mar-
kets perceive the Fed's policies to be accommodative. The markets will
not tolerate even a sniff of a hawkish policy mistake. And, we are see-
ing that financial conditions can adjust swiftly from concerns out of
Washington.

We also think it is important to remember that the Fed is not on auto-
pilot. We agree that the Fed has a desire to normalize policy but we
believe Fed officials remain quite aware of the constraints placed by
low equilibrium rates. The policy prescription for structurally lower
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rates is for the hiking cycle to be gradual. As such, a pause in the hiking
cycle in the face of mixed/weak data would be appropriate.

We think all eyes and ears should be on Fed communication between
now and the blackout period. The "Big Three" - Yellen, Dudley and
Fischer - are not scheduled to give official speeches during this period,
but could use other outlets, including the media. The next important
communication from the Fed will likely come from the minutes released
on May 24th. The minutes are edited which means that events which
occur after the meeting can influence the tone. There have been many
episodes where the interpretation of the minutes contrasts from the view
of the statement.

How the narrative is spun between now and the blackout period will
dictate what happens at the June FOMC meeting. In the past, the Fed
has sent clear messages to the markets weeks before the meeting. There
were discrete events that led the market to price in a hike in each epi-
sode: 1) December 2015: Fed statement in October hinted strongly at a
hike, noting the "next meeting"; 2) December 2016: Fed stated in No-
vember that they were pausing "for the time being", hinting at a hike in
December; 3) March 2017: Dudley and other Fed officials hit the tapes
to signal a hike.

It would be new ground for the Fed to talk down the markets of a rate
hike. The meetings that came close were in June and September 2016.
In both cases the market priced in close to a 50% probability of a hike
about 20 days prior to the meeting. The swing in market pricing in June
was a function of Fed communication - officials signaled that June was
a live meeting in May but then quickly reversed it after Brexit. Today's
situation is unusual - the market is pricing in near-certainty of a hike 27
days out which would require a strong message to turn expectations. If
Fed officials overlook the recent weakness in inflation and continue to
reinforce the view that the economy is evolving in line with their out-
look, it will confirm market's expectations for a rate hike. If the messag-
ing is more cautious, a pause in rate hikes is likely.

It has been amazing to see the market become increasingly convinced of
a hike in June but increasingly skeptical of hikes thereafter. At the peak
in mid-March, the market was pricing in close to 4 cumulative hikes
through 2018 but is now only looking for 2 hikes. But yet markets have
pricing in near-certainty that the Fed will hike in the upcoming meeting.
This implies that the markets are warning the Fed that a hike in June
could be a policy mistake. The market is saying: “"Fed: go ahead and
hike in June - as you have hinted - but good luck delivering future hikes
as you weaken the possibility of acceleration in inflation and real
growth.”

We tend to talk about the modal forecast for the Fed - will they or won't
they hike at a given meeting. However, it is likely more useful for cli-
ents to understand the conditional probabilities of hikes. We think the
June meeting remains a close call and would put the probability of a
hike at just under even odds - 45% chance of a hike and 55% of a
pause. Conditional on the Fed not hiking in June, we think the probabil-
ity of a hike in September is about 70%. If the Fed does hike in June,
we think the Fed would be on course to hike again in September, put-
ting the conditional probability at 65%. In other words, we think there
is a good case for a hike in September regardless of whether the Fed
succeeds with a hike in the June meeting. Of course, all of this is a func-
tion of the incoming data and financial conditions. We take the Fed at
their word when they say that they are data dependent.

Michelle Meyer and Joseph Song, Bank of America-Merrill Lynch, New
York, NY

Capping The Discussion

The Fed has been inching closer to balance sheet action since reintro-
ducing the topic at its December 2016 meeting. If there were baby steps
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made this was one giant baby as the Fed now appears to have hammered
out the tough decisions and is on the cusp of action. Minutes from the
May meeting could not have been clearer—draw-down will begin this
year, "nearly all" participants agree on the framework, wherein the
monthly pace of runoff is capped in a predictable, graduated fashion,
and reduction will take place in both MBS and Treasury securities.

A few more steps are needed before drawdown begins. First, a formal
rewriting of the "Policy Normalization Principles and Plans,” which is
the official normalization guidance that is voted on by the FOMC, will
lay out a new exit strategy. We expect this to be released with the June
FOMC statement. The Fed will no longer “cease" reinvestments, but
will likely specify "a set of gradually increasing caps, or limits, on the
dollar amounts of Treasury and agency securities that would be allowed
to run off each month, and only the amounts of securities repayments
that exceeded the caps would be reinvested each month."

Second, either alongside the June statement, or in the minutes of that
meeting, we expect the Fed to inform the market about the sizes of the
reinvestment caps, which we expect will follow this schedule:

Cease reinvesting a maximum of $5bn MBS and $5bn UST each month
in 4Q17.

Cease reinvesting a maximum of $10bn MBS and $10bn UST each
month in 1Q18.

Cease reinvesting a maximum of $15bn MBS and $15bn UST each
month in 2Q18.

Cease reinvesting a maximum of $20bn MBS and $20bn UST each
month from 3Q18 onwards.

On this schedule, we expect the maximum balance sheet draw-down
over the first four quarters to total $300bn. Fed officials and researchers
have suggested that the impact of a $600 billion QE program is about
the equivalent of a 75bp fed funds rate cut. So a $300bn rundown of the
SOMA portfolio over the first four quarters could be considered the
equivalent of 35bp in policy tightening, which would be the upper
range of the potential impact on financial conditions, all else equal.

Finally, we continue to expect the FOMC to hike rates in June and De-
cember, which will allow it to take a "little pause" in hiking at its Sep-
tember meeting in order to give balance sheet normalization its due
process. We also look for the Fed to hike four additional times in 2018.

Ellen Zentner, Ted Wieseman, Robert Rosener and Michel Dilmanian,
Morgan Stanley, New York, NY

Rent CPI Was Due To Cool Somewhat

Rising rents had been boosting core (and headline) inflation rates over
the past few years, but a significant slowing in rental inflation has
weighed on the broader price indexes in recent months. After earlier
increases in supply, we think that rent inflation was due to cool off. But
the weakness in the data from March and April looks exaggerated rela-
tive to what we would have expected based on market conditions, and
we anticipate some firming relative to those months.

The recent slowing in rental inflation occurred in both tenants’ rent and
owners’ equivalent rent (OER), which together account for about 40%
of the core CPI. The two series tend to follow similar trends as they
respond to conditions in the rental market, but they differ in their treat-
ments of utilities and weightings of different unit types. When utilities
prices increase, OER tends to be depressed relative to tenants’ rent be-
cause the cost of utilities is removed from the cost of rent in OER. We
believe that increases in utilities prices can explain much, but not all, of
the recent divergence between tenants’ rent and OER.

Market conditions should determine the trajectories of the rent
measures going forward. With supply in the rental market increasing
throughout much of the expansion, the rental vacancy rate has flattened
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out following a multiyear move lower and conditions are now reported
to be easing after a period with reported tightening. These shifts should
put downward pressure on rent.

We use a model that regresses changes in rental inflation (tenants’ and
OER combined) on various lags of rent, lags of the tightness index and
vacancy rate, and changes in utilities prices (along with a constant) to
project rental inflation, and find that some cooling in rents was to be
expected following the strength reported through early this year. But the
model projects a much more gradual slowing in rental inflation than
was reported. Rent inflation cooled to about 2.7% (saar) on average in
March and April, but the model does not expect rent to get this soft
until the end of the year.

We should not expect the model to perfectly predict upcoming changes
in rental inflation, but we think the trend likely will be between the
softness of March and April and the firmness of earlier months. We will
also continue to monitor developments in the market; for example, it
remains to be seen whether the latest increase in the NMHC’s market
tightness index represented a change in the trend or just noise in the
data.

Daniel Silver and Zina Bushra Saijid, JPMorgan Chase Bank, New
York, NY

Can’t Keep A Good Market Down

U.S. bond yields have careened lower with long Treasuries hitting one-
month lows. Apart from the Fed easing up on the gas pedal, the macro
and political backdrop couldn’t be much more supportive of Treasuries.
Case in point: Inflation, both actual and expected, has made a hasty
retreat after hooking up last year. While special factors, such as lower
doctor fees and cell phone charges, have pulled the core CPI below 2%,
broad softness in goods prices due to the strong greenback, globaliza-
tion and online competition is keeping inflation on its back heels. Even
wage growth, though stirring, has yet to spark, partly because advanced
automation has frightened workers from seeking pay hikes.

The U.S. economy stumbled out of the gates again this year and shows
mixed signs of regaining momentum. The expected rebound in Q2
growth is more likely to fall short of 3%, as per our call, than top 4%, as
per the Atlanta Fed’s GDPNow tally. While data on sentiment and pro-
duction appear solid, consumers seem winded from last year’s sprint.

The latest White House distractions could seriously delay the Presi-
dent’s growth agenda, undermining business confidence and invest-
ment. A delay would also reduce the risk of the budget deficit gapping
higher should the Republicans lean too heavily on the old crutch of
dynamic scoring to neutralize the impact of tax cuts.

With the “I” word getting bandied about in Washington for the first
time since President Clinton’s indiscretions, the risk is that an already
divided Republican party will become even more fractured, further
reducing Congress’ ability to pass legislation—not only on bills that
would support growth but on those that will be needed to keep the gov-
ernment running (a budget or continuing resolution) or avoid a tech-
nical default (debt ceiling) later this year. Suffice it to say that the safe-
haven bid should remain alive and well at least until congressional hear-
ings on Russia’s possible involvement in the U.S. election run their
lengthy course.

We still look for 10-year Treasury yields to grind toward 2.6% by year-
end on the back of two more taps on the brakes from the Fed and sub-
sequent phasing out of reinvestments. But given the sanguine economic
and inflation backdrop, and growing political risks, the yield could
easily test 2% before 3%, especially if the White House has a few more
weeks like the last two.

Sal Guatieri, BMO Capital Markets, Toronto, Canada
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The table below contains the results of our twice-annual long-range CONSENSUS survey. There are also Top 10 and Bottom 10 averages for each
variable. Shown are consensus estimates for the years 2019 through 2023 and averages for the five-year periods 2019-2023 and 2024-2028. Apply
these projections cautiously. Few if any economic, demographic and political forces can be evaluated accurately over such long time spans.

Interest Rates
1. Federal Funds Rate

2. Prime Rate

3. LIBOR, 3-Mo.

4. Commercial Paper, 1-Mo.

5. Treasury Bill Yield, 3-Mo.

6. Treasury Bill Yield, 6-Mo.

7. Treasury Bill Yield, 1-Yr.

8. Treasury Note Yield, 2-Yr.

10. Treasury Note Yield, 5-Yr.

11. Treasury Note Yield, 10-Yr.

12. Treasury Bond Yield, 30-Yr.

13. Corporate Aaa Bond Yield

13. Corporate Baa Bond Yield

14. State & Local Bonds Yield

15. Home Mortgage Rate

A. FRB - Major Currency Index

B. Real GDP

C. GDP Chained Price Index

D. Consumer Price Index

CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average

CONSENSUS
Top 10 Average
Bottom 10 Average
CONSENSUS
Top 10 Average
Bottom 10 Average
CONSENSUS
Top 10 Average
Bottom 10 Average

Five-Year Awverages

2019 2020 2021 2022 2023 2019-2023 2024-2028
2.6 2.9 2.9 29 2.9 2.8 3.0
31 35 34 35 35 3.4 35
2.0 2.3 2.3 2.3 2.4 2.3 2.4
5.6 5.9 5.9 5.9 5.9 5.8 6.0
6.1 6.5 6.5 6.5 6.5 6.4 6.5
5.0 5.3 5.3 5.2 5.3 5.2 5.4
2.9 3.1 3.2 3.1 3.2 3.1 3.2
34 3.7 3.7 3.7 3.8 3.7 3.8
2.4 2.6 2.6 2.5 2.6 2.5 2.6
2.7 3.0 3.0 3.0 3.1 3.0 3.1
3.2 35 35 3.6 3.6 35 3.6
2.2 2.5 25 2.4 25 2.4 2.6
25 2.8 2.8 2.8 2.9 2.8 2.9
31 34 34 34 35 33 35
1.9 2.2 2.3 2.2 2.3 2.2 2.3
2.6 2.9 3.0 3.0 3.0 2.9 3.0
3.2 3.6 35 3.6 3.6 35 3.6
2.0 2.4 24 2.4 2.4 2.3 24
2.8 3.1 3.1 3.1 3.1 3.0 3.2
34 37 37 37 37 3.6 37
2.1 25 25 25 25 2.4 2.5
2.9 3.2 3.3 3.3 3.3 3.2 3.3
35 39 39 39 39 38 4.0
2.3 2.6 2.7 2.6 2.6 2.6 2.7
3.3 3.5 35 3.6 3.6 35 3.6
39 4.2 4.2 42 4.2 4.1 4.3
2.7 2.9 29 3.0 3.0 2.9 3.0
3.6 3.8 3.8 3.9 3.9 3.8 3.9
4.2 4.5 4.4 4.5 4.5 4.4 4.6
2.9 3.1 3.1 3.2 3.3 3.1 3.3
4.2 4.3 4.4 4.4 4.4 4.3 4.5
4.9 5.0 5.0 5.0 5.0 5.0 5.1
35 3.7 3.7 3.8 3.8 3.7 3.8
5.2 5.4 5.4 5.4 5.5 5.4 55
5.7 5.9 5.9 6.0 5.9 5.9 6.0
4.7 4.9 4.9 4.9 5.0 4.9 5.1
6.1 6.3 6.3 6.3 6.3 6.3 6.4
6.8 7.0 6.9 7.0 6.9 6.9 7.0
5.5 5.6 5.7 5.6 5.8 5.6 5.7
4.6 4.7 4.7 4.7 4.7 4.7 4.8
51 5.3 5.2 53 5.3 5.2 53
4.2 4.2 4.2 4.1 4.1 4.2 4.2
5.3 5.5 55 55 55 5.4 5.6
5.9 6.2 6.1 6.2 6.1 6.1 6.2
4.6 4.8 4.8 4.7 4.9 4.8 4.9
93.8 93.2 93.1 93.0 92.7 93.2 925
96.5 96.6 96.9 97.1 97.2 96.9 97.1
91.0 89.7 89.2 88.7 88.1 89.3 88.1
---------- Year-Ower-Year, % Change---------- Five-Year Averages
2019 2020 2021 2022 2023 2019-2023 2024-2028
2.2 2.0 2.0 2.0 2.0 2.0 21
2.6 2.4 24 2.4 23 2.4 23
1.7 1.6 1.6 1.6 1.6 1.6 1.8
2.2 2.1 21 2.0 2.0 2.1 2.0
25 2.3 23 2.2 2.2 2.3 23
1.9 1.9 1.9 1.9 1.7 1.8 1.9
2.3 2.3 2.3 23 2.2 2.2 2.2
2.6 2.6 25 25 2.4 25 24
19 2.0 2.0 21 18 2.0 2.0
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Databank:

2017 Historical Data

Monthly Indicator Jan Feb Mar Apr May Jun Jly Aug Sep Oct Nov Dec
Retail and Food Service Sales (a) 0.5 -0.2 -0.1 0.4

Auto & Light Truck Sales (b) 17.50 17.44 16.52 16.81

Personal Income (a, current $) 0.4 0.3 0.2

Personal Consumption (a, current $) 0.2 0.0 0.0

Consumer Credit (e) 3.1 44 5.2

Consumer Sentiment (U. of Mich.) 98.5 96.3 96.9 97.0

Household Employment (c) -30 447 472 156

Non-farm Payroll Employment (c) 216 232 79 211

Unemployment Rate (%) 4.8 4.7 45 44

Average Hourly Earnings (All, cur. $) 26.02 26.10 26.12 26.19

Average Workweek (All, hrs.) 344 34.3 34.3 34.4

Industrial Production (d) 0.0 0.4 1.6 2.1

Capacity Utilization (%) 75.8 75.8 76.1 76.7

ISM Manufacturing Index (g) 56.0 57.7 57.2 54.8

ISM Non-Manufacturing Index (g) 56.5 57.6 55.2 57.5

Housing Starts (b) 1.236 1.288 1.203 1.172

Housing Permits (b) 1.300 1.219 1.260 1.229

New Home Sales (1-family, c) 599 607 642 569

Construction Expenditures (a) 0.8 18 -0.2

Consumer Price Index (nsa., d) 25 2.7 2.4 2.2

CPI ex. Food and Energy (nsa., d) 2.3 2.2 2.0 1.9

Producer Price Index (n.s.a., d) 1.6 2.2 2.3 2.5

Durable Goods Orders (a) 2.4 14 2.3 -0.7

Leading Economic Indicators (g) 0.6 0.5 0.4

Balance of Trade & Services (f) -48.2 -43.8 -43.7

Federal Funds Rate (%) 0.65 0.66 0.76 0.90

3-Mo. Treasury Bill Rate (%) 0.51 0.53 0.73 0.80

10-Year Treasury Note Yield (%) 2.43 2.43 2.47 2.30

2016 Historical Data

Monthly Indicator Jan Feb Mar Apr May Jun Jly Aug Sep Oct Nov Dec
Retail and Food Service Sales (a) -0.5 0.3 -0.3 1.2 0.2 0.7 0.0 0.0 1.0 0.7 0.2 1.0
Auto & Light Truck Sales (b) 17.76 17.60 16.58 17.34 17.12 16.77 17.80 16.91 17.68 17.94 17.72 18.32
Personal Income (a, current $) 0.0 -0.1 0.3 0.5 0.3 0.3 0.4 0.2 0.4 0.4 0.2 0.3
Personal Consumption (a, current $) 0.1 0.2 0.0 11 0.3 0.5 0.4 0.1 0.7 0.5 0.3 0.6
Consumer Credit (e) 44 4.4 9.9 5.7 75 4.8 5.8 9.0 6.9 5.2 8.3 4.5
Consumer Sentiment (U. of Mich.) 92.0 91.7 91.0 89.0 94.7 93.5 90.0 89.8 91.2 87.2 93.8 98.2
Household Employment (c) 503 510 258 -273 30 32 456 109 271 -24 146 63
Non-Farm Payroll Employment (c) 126 237 225 153 43 297 291 176 249 124 164 155
Unemployment Rate (%) 4.9 4.9 5.0 5.0 4.7 4.9 4.9 4.9 4.9 4.8 4.6 4.7
Average Hourly Earnings (All, cur. $) 25.37 25.38 25.46 25.54 25.59 25.62 25.71 2574 2581 2590 25.91 25.97
Average Workweek (All, hrs.) 34.6 345 34.4 34.4 34.4 34.4 34.4 343 34.4 34.4 343 34.4
Industrial Production (d) -2.0 -2.0 -.25 -1.7 -1.4 -0.9 -1.2 -1.3 -1.2 -0.8 -0.5 0.9
Capacity Utilization (%) 76.1 75.9 75.4 75.6 75.6 75.8 75.9 75.8 75.6 75.7 75.5 76.0
ISM Manufacturing Index (g) 48.2 49.7 51.7 50.7 51.0 52.8 52.3 49.4 51.7 52.0 53.5 54.5
ISM Non-Manufacturing Index (g) 535 54.3 54.9 55.7 53.6 56.1 54.9 51.7 56.6 54.6 56.2 56.6
Housing Starts (b) 1.123 1.209 1.128 1.164 1.119 1.190 1.223 1.164 1.062 1.328 1.149 1.268
Housing Permits (b) 1.193 1.195 1.115 1.163 1.178 1.193 1.175 1.200 1.270 1.285 1.255 1.266
New Home Sales (1-family, c) 520 525 533 566 560 559 627 567 570 577 579 548
Construction Expenditures (a) -0.3 1.4 1.6 -2.9 0.1 0.9 0.5 0.5 -0.2 0.8 15 -0.2
Consumer Price Index (s.a., d) 1.4 1.0 0.9 11 1.0 1.0 0.8 11 15 1.6 1.7 2.1
CPl ex. Food and Energy (s.a., d) 2.2 2.3 2.2 2.1 2.2 2.2 2.2 2.3 2.2 2.1 2.1 2.2
Producer Price Index (n.s.a., d) 0.0 0.1 -0.1 0.2 0.0 0.2 0.0 0.0 0.6 11 13 1.7
Durable Goods Orders (a) 4.3 -3.3 2.0 3.2 -2.9 -4.3 3.6 0.2 0.3 5.0 -4.7 -0.9
Leading Economic Indicators (g) -0.2 0.1 0.1 0.5 -0.2 0.2 0.5 -0.2 0.3 0.2 0.2 0.6
Balance of Trade & Services (f) -43.4 -45.6 -37.3 -38.5 -42.2 -45.1 -39.7 -40.5 -36.0 -42.6 -45.5 -44.3
Federal Funds Rate (%) 0.34 0.38 0.36 0.37 0.37 0.38 0.39 0.40 0.40 0.40 0.41 0.54
3-Mo. Treasury Bill Rate (%) 0.26 0.31 0.29 0.23 0.27 0.27 0.30 0.30 0.29 0.33 0.45 0.51
10-Year Treasury Note Yield (%) 2.09 1.78 1.89 1.81 1.81 1.64 1.50 1.56 1.63 1.76 2.14 2.49

(a) month-over-month % change; (b) millions, saar; (c) month-over-month change, thousands; (d) year-over-year % change; (e) annualized % change; (f) $
billions; (g) level. Most series are subject to frequent government revisions. Use with care.
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|Calendar Of Upcoming Economic Data Releases |

Consumer Confidence (May,
Conference Board)
Dallas Fed Manufacturing Sur-

vey (May)

EIA Crude Oil Stocks
Mortgage Applications

Construction Spending (Apr)
Light Vehicle Sales ( May)
Productivity and Costs (Q1,
Revised)

Weekly Jobless Claims

Monday Tuesday Wednesday Thursday Friday
May 29 30 31 June 1 2
Memorial Day Personal Income and Consump-| Chicago PMI (May) ADP Employment (May) Employment (May)
U.S. Markets Closed tion (Apr Pending Home Sales (Apr) IHS-Manufacturing PMI (May, | International Trade (Apr)
S&P/Case-Shiller Home Price | Dallas Fed Services (May) Final)
Index (Mar) Beige Book ISM Manufacturing (May)

Federal Budget (May

FOMC Meeting
Producer Price Index (May

FOMC Meeting
Statement and projections

Industrial Production (May)
Philadelphia Fed Survey (Jun

5 6 7 8 9

IHS-Markit Services PMI (May,| JOLTS (May) Consumer Credit (Apr) Quarterly Services Survey (Q1) | Wholesale Trade (Apr)
Final) QFR (Q1) EIA Crude Oil Stocks Weekly Jobless Claims

ISM Non-Manufacturing (May) Mortgage Applications

Factory Orders (Apr)

12 13 14 15 16

Housing Starts (May)
Consumer Sentiment (Jun, pre-

ISM Manufacturing (Jun)
Light Vehicle Sales (Jun)
Construction Spending (May)

EIA Crude Oil Stocks
Mortgage Applications

Final)

ISM Non-Manufacturing (Jun)
International Trade (May)
Weekly Jobless Claims
Weekly Money Supply

NFUB Survey (May) (2:00 pm) Empire St_ate Survey (Jun) liminary, University of Michi-
Press Conference (2:30 pm) Import Prices (May) gan)
Retail Sales (May) NAHB Survey (Jun) Business Leaders Survey (Jun)
Consumer Price Index (May) | TIC Data (Apr)
Business Inventories (Apr)) Weekly Jobless Claims
19 20 21 22 23
Philadelphia Fed Non- Existing Home Sales (May) Kansas City Fed Survey (Jun) | IHS-Markit Manufacturing PMI
Manufacturing Survey (Jun) EIA Crude Oil Stocks FHFA Home Price Index (Apr) [ (Jun, flash)
Current Account (Q1) Mortgage Applications Weekly Jobless Claims New Home Sales (May)
Weekly Money Supply
26 27 28 29 30
Durable Goods (May) S&P/Case-Shiller Home Price | Advance Economic Indicators | Real GDP (Q1, Third Estimate) | Personal Income and Consump-
Dallas Fed Manufacturing (Jun)| Index (Apr) (May) Weekly Jobless Claims tion (May)
IHS-Markit Services PMI (Jun, | Pending Home Sales (May) Weekly Money Supply Chicago PMI (Jun)
flash) EIA Crude Oil Stocks Consumer Sentiment (Jun, Fi-
Consumer Confidence (Jun, Mortgage Applications nal, University of Michigan)
Conference Board)
Dallas Fed Services Survey
(Jun)
Richmond Fed Services (Jun)
July 3 4 5 6 7
IHS-Markit Manufacturing PMI| Independence Day FOMC Minutes ADP Employment (Jun) Employment (Jun)
(Jun, Final) U.S. Markets Closed Factory Orders IHS-Markit Services PMI (Jun,
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CONTRIBUTORS TO DOMESTIC SURVEY

Action Economics, LLC, Boulder, CO

Michael Englund

AIlG, New York, NY

Henry Mo, Jerry Cai

Ambherst Pierpont Securities, Stamford, CT
Stephen Stanley

Bank of America Merrill Lynch, New York, NY
Ethan Harris

Barclays, New York, NY

Michael Gapen

BMO Capital Markets Economics, Toronto, Canada
Douglas Porter

BNP Paribas North America, New York, NY
Paul Mortimer-Lee, Bricklin Dwyer, Laura Rosner, and
Derek Lindsey

Chase Wealth Management, New York, NY
Anthony Chan

Chmura Economics & Analytics, Richmond, VA
Christine Chmura and Xiaobing Shuai
Comerica, Dallas, TX

Robert A. Dye

Cycledata Corp., San Diego, CA

Robert S. Powers

Daiwa Capital Markets America, New York, NY
Michael Moran

DePrince & Associates, Murfreesburo, TN
Albert E. DePrince Jr.

DS Economics, LLC, Chicago, IL

Diane Swonk

Economist Intelligence Unit, New York, NY
Leo Abruzzese and Jan Friederich

Fannie Mae, Washington, DC

Douglas Duncan

Georgia State University, Atlanta, GA

Rajeev Dhawan

GLC Financial Economics, Providence, RI
Gary L. Ciminero

Goldman, Sachs & Co., New York, NY

Jan Hatzius

High Frequency Economics, Valhalla NY
James O’Sullivan

IHSMarkit

Nariman Behravesh, London, England

J.P. Morgan Chase, New York, NY

Bruce Kasman

Loomis, Sayles & Company, L.P., Boston, MA
Brian Horrigan

MacroFin Analytics, Wayne, NJ

Parul Jain

Moody’s Analytics, West Chester, PA

Mark M. Zandi

Moody’s Capital Markets Group, New York, NY
John Lonski

MUFG Union Bank, New York, NY
Christopher S. Rupkey

Naroff Economic Advisors, Philadelphia, PA
Joel L. Naroff

National Association of Realtors, Washington, DC
S. Lawrence Yun and Danielle Hale

NatWest Markets, Greenwich, CT
Michelle Girard and Kevin Cummins

Nomura Securities International, Inc., New York, NY
Lewis Alexander

Oxford Economics, New York, NY

Gregory Daco

PNC Financial Services Group, Pittsburgh, PA
Gus Faucher

RBC Capital Markets, New York, NY
Thomas Porcelli

RDQ Economics, New York, NY
John Ryding and Conrad DeQuadros

Regions Financial Corporation, Birmingham, AL
Richard F. Moody

RidgeWorth Capital Management, Richmond, VA
Alan Gayle

Scotiabank Group, Toronto, Canada
Jean-Francois Perrault and Brett House

Societe Generale, NY, New York
Stephen W. Gallagher

S&P Global, New York, NY
Beth Ann Bovino

Stone Harbor Investment Partners, LP, New York, NY
Brian Keyser

Swiss Re, New York, NY
Kurt Karl

The Northern Trust Company, Chicago, IL
Carl Tannenbaum and Asha G. Bangalore

UBS AG, New York, NY

Samuel Coffin

Wells Capital Management, San Francisco, CA
Gary Schlossberg

Wells Fargo, Charlotte, NC

John Silvia and Mark Vitner

CONTRIBUTORS TO INTERNATIONAL SURVEY

AIG, New York, NY

Barclays Capital, New York, NY

BNP Paribas Americas, New York, NY

ING Financial Markets, London, England
Mizuho Research Institute, Tokyo, Japan
Moody’s Analytics, West Chester, PA

Moody’s Capital Markets Group, New York, NY
Nomura Securities International, New York, NY
Oxford Economics, Wayne, PA

Scotiabank Group, Toronto, Canada

UBS, New York, NY

Wells Fargo, Charlotte, NC
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Exhibit 7.2: Largest Company (by market capitalization) in CRSP (NYSE/NYSE MKT/NASDAQ)
Deciles and Size Groupings
September 30, 2016

Recent Market

Capitalization
Decile Name (in Sthousands)
1-Largest Apple Inc 609,163,498
2 Apache Corp. 24,233,747
3 Textron Inc. 10,711,194
4 C F Industries Holdings Inc. 5,676,716
5 Ellie Mae Inc. 3,612,913
6 Generac Holdings Inc. 2,390,899
7 Flagstar Bancorp Inc. 1,569,984
8 SEACOR Holdings Inc. 1,030,426
9 Kadant Inc. 567,843
10-Smallest Pioneer Energy Services Corp 262,891

Source of underlying data: CRSP databases © 2017 Center for Research in Security Prices (CRSP®), The University of Chicago Booth
School of Business (2017).

In the following sections we provide an example of (i) calculating a CRSP Deciles Size Premium and
(i) a Risk Premium Report size premium, using example data from each of the two data sets.

Size Premium Calculation: CRSP Deciles Size Premia

In the 2077 Valuation Handbook — U.S. Guide to Cost of Capital, the CRSP Deciles Size Premia are
calculated over the years 1926~2016. The following statistics are calculated over this time period:

e The "historical” average annual long-term equity risk premium is 6.94%.
The average annual risk-free rate is 5.02%
e CRSP portfolio 10b average annual return equals 23.14%.
e CRSP portfolio 10b OLS beta equals 1.37
The beta-adjusted size premium for CRSP portfolio 10b is calculated as follows:
10b Size Premium = actual excess return — excess return predicted by CAPM

Looking at Exhibit 7.3, the actual excess return of portfolio 10b is 18.12% (23.14% — 5.02%), and the
excess return that CAPM predicted is 9.49% (1.37 x 6.94%) (difference due to rounding). The size
premium for CRSP portfolio 10b is therefore 8.64%, which is "what actually happened” (18.12%)
minus "what CAPM predicted” (9.49%) (difference due to rounding). This is what is meant when we
say that the beta of smaller companies doesn't explain all of their returns. In this simple example,
beta fell 8.64% short of explaining what actually happened.

7-10 Chapter 7: The CRSP Decile Studies and the Risk Premium Report Studies — A Comparison
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Exhibit 4.7: OLS Betas, Sum Betas, and Annual Betas, and their Respective Implied Size Premia
As of December 31, 2016

Size Size Size
OLS Premium Annual Premium Sum Premium
Decile Beta (%) Beta (%) Beta (%)
1-Largest 0.92 -0.35 0.94 -0.51 0.92 -0.33
2 1.04 0.61 1.04 0.57 1.06 0.46
3 1.11 0.89 1.10 0.94 1.14 0.66
4 1.13 0.98 1.7 0.64 1.20 0.49
5 1.17 1.51 1.19 1.32 1.25 0.94
6 1.7 1.66 1.21 1.42 1.28 0.90
7 1.25 1.72 1.29 1.43 1.39 0.73
8 1.30 2.08 1.37 1.64 1.48 0.83
9 1.34 2.68 1.47 1.73 1.55 1.23
10-Smallest 1.39 5.69 1.60 4.19 1.69 3.55
Breakdown of 10th Decile
10a 1.47 4.09 1.52 3.31 1.67 2.26
10w 1.38 3.10 1.41 292 1.58 1.74
10x 1.45 5.33 1.67 3.77 1.80 2.86
10b 1.37 8.64 1.74 6.04 1.71 6.27
10y 1.42 7.21 1.80 4.55 1.75 493
10z 1.28 11.63 1.60 9.43 1.64 9.17
Size Grouping
Mid-Cap (3-5) 1.12 1.02 1.14 0.91 1.18 0.65
Low-Cap (6-8) 1.22 1.75 1.27 1.45 1.36 0.82
Micro-Cap (9-10) 1.35 3.67 1.52 2.51 1.59 2.01
of se and CRSP U.S. Indices Database ® 2017 Center for Research in Security
RS Business. (i) Momingstar Direct database. Used with permission. All rights

Ca

OLS and Sum betas are estimated from monthly return data in excess of the 30-day U.S. Treasury bill total return, January
1926—December 2016. Annual betas are estimated from annualized return data in excess of the 30-day U.S. Treasury bill total return,
1926-2016.

Historical risk-free rate represented by the 91-year arithmetic mean income return component of 20-year US. government bonds
(5.02%). ’

Calculated in the context of the CAPM by multiplying the historical equity risk premium by beta The historical equity risk premia in this
example is estimated as the arithmetic annual mean return of the S&P 500 Index (11.95%) minus the arithmetic annual mean income
return component of 20-year U S. government bonds (5.02%) from 1926—-2016

4-10 Chapter 4: Basic Building Blocks of the Cost of Equity Capital - Size Premium
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As of December 2016
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Utilities with Full Infrastructure Cost
Recovery Mechanisms

AL — Alabama Gas Company
AL — Mobile Gas Service

AR — Arkansas Oklahoma Gas
AR -- SourceGas

AR — CenterPoint Energy

CA — San Diego Gas and Electric
CA - Southern California Gas
CA — Southwest Gas

CO — Public Service Co. of Colorado
CO — Atmos Energy

CO -- SourceGas

CT — Connecticut Natural Gas
DC — Washington Gas

FL — Chesapeake Utilities

FL — Florida Public Utilities Company
FL— Florida City Gas

FL—TECO Peoples Gas

GA - Atlanta Gas Light

GA - Liberty Utilities

IL— Ameren lllinois

IL— NICOR Gas

IL— Peoples Gas

IN — Vectren North Indiana Gas
IN — Vectren South SIGECO

IN — NIPSCO

KS — Atmos Energy

KS — Black Hills

KS — Kansas Gas Service

KY — Atmos Energy

KY — Columbia Gas of Kentucky
KY — Delta Natural Gas

KY — Duke Energy Kentucky

LA — CenterPoint Energy

LA — Entergy Gulf States
MA—Berkshire Gas

MA — Columbia Gas of Massachusetts
MA — National Grid Massachusetts
MA — Eversource Energy

MA — Liberty Utilities

MA—Unitil

MD — Baltimore Gas and Electric
MD — Columbia Gas of Maryland
MD — Washington Gas

MI — Consumers Energy

MI - DTE

MI —SEMCO Energy

MN — Xcel Energy

MO — Ameren Missouri

MO - Liberty Utilities

MO - Laclede Gas

MO — Missouri Gas Energy

MS — Atmos Energy

MS — CenterPoint Energy

NC — Piedmont Natural Gas

NC — Public Service of North Carolina
NH — Liberty Utilities

NJ — New Jersey Natural

NJ — Elizabethtown Gas

NJ — Public Service Electric and Gas
NJ — South Jersey Gas

NV — Southwest Gas

OH — Columbia Gas of Ohio

OH — Dominion East Ohio

OH — Duke Energy

OH — Vectren Ohio

OK — CenterPoint Energy

OR — Avista Corp.

OR — NW Natural

PA — Columbia Gas of Pennsylvania
PA — Equitable Gas

PA — Peoples Gas Company

PA — Peoples TWP

PA — UGI Central Penn Gas

PA — UGI Penn Natural Gas

PA - PECO

PA — Philadelphia Gas Works

Rl — National Grid Narragansett Gas
SC — Piedmont Natural Gas

SC — South Carolina Electric and Gas
TN — Atmos Energy

TN — Piedmont Natural Gas

TX — Atmos Energy

TX — CenterPoint Energy

TX — Texas Gas Service

UT — Questar Gas

VA — Atmos Energy

VA — Columbia Gas of Virginia

VA —Virginia Natural Gas

VA — Washington Gas

WA — Avista Corporation

WA — Puget Sound Energy, Inc.

WA — Cascade Natural Gas Company

WA — Northwest Natural Gas Company

WV — Mountaineer Gas Company
WV- Dominion Hope
WY-Black Hills
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Limited and Pending
Infrastructure Mechanisms

LIMITED - 3 States PENDING - 3 States
AZ — Southwest Gas KS — All utilities
ME — Northern Utilities NJ — Elizabethtown Gas
NY — Consolidated Edison NY — Consolidated Edison
NY — Corning Natural Gas NY — All utilities

NY — National Grid NYC

NY — National Grid Long Island

NY — National Grid Niagara Mohawk
NY — Orange and Rockland

GENERIC RULINGS OR
LEGISLATION - 3 States

lowa — All utilities may apply
Nebraska — All utilities may apply
West Virginia — All utilities may apply
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States with Non-Volumetric
Rate Designs
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Current Status of
Decoupling Mechanisms

American Gas Association 6
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Utilities with Approved
Decoupling Mechanisms

AR — Arkansas Oklahoma Gas
AR — SourceGas

AR — CenterPoint Energy

AZ — Southwest Gas

AZ — UNS Gas

CA — Pacific Gas and Electric

CA — San Diego Gas and Electric
CA — Southern California Gas

CA — Southwest Gas

CT — Connecticut Natural Gas
GA — Liberty Utilities

ID — Avista

IL— Ameren lllinois

IL— Peoples Gas

IL— North Shore Gas

IN- Citizens Energy Group

IN — Vectren North Indiana Gas
IN — Vectren South SIGECO

MA — Columbia Gas of Massachusetts
MA — Fitchburg Gas and Electric
MA — National Grid Massachusetts
MA — Eversource Energy

MA — Liberty Utilities

MD — Baltimore Gas and Electric
MD — Columbia Gas of Maryland
MD — Washington Gas
MI—Consumers Energy

MI - DTE

MN — CenterPoint Energy

MN — Minnesota Energy Resources
NC — Piedmont Natural Gas

NC — Public Service Company of North Carolina

NJ — New Jersey Natural Gas

NJ — South Jersey Gas

NV — Southwest Gas

NY — Corning Natural Gas

NY — National Grid NYC

NY — National Grid Long Island

NY — National Grid Niagara Mohawk
NY — National Fuel Distribution

NY — New York State Electric and Gas
NY — Orange and Rockland

NY — Rochester Gas and Electric

NY — Central Hudson Gas and Electric
OR — Avista Corp.

OR — Cascade Natural Gas

OR — Northwest Natural Gas

Rl — National Grid Narragansett

TN — Chattanooga Gas

UT — Questar Gas

VA — Columbia Gas of Virginia

VA — Virginia Natural Gas

VA — Washington Gas

WA - Avista Corp.

WA — Cascade Natural Gas

WA — Puget Sound Energy

WY - SourceGas

WY — Questar Gas

Pending Mechanisms

DC — Washington Gas

DE — Delmarva Power and Light
ID — Intermountain Gas

MI — Consumers Energy

NH — Passed Legislation

VA — Washington Gas

American Gas Association 7
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Utilities with Flat Monthly
Fee Rate Designs (SFV)

Approved SFV

GA — Atlanta Gas Light — Individually determined monthly demand charge
MO — Missouri Gas Energy — Flat monthly fee

ND — Montana-Dakota Utilities

ND — Xcel Energy — Flat monthly fee

OH — Columbia Gas of Ohio — Flat monthly fee

OH — Dominion East Ohio — Flat monthly fee

OH — Duke Energy — Flat monthly fee

OH — Vectren Ohio — Flat monthly fee

Similar to SFV

FL—TECO Peoples Gas — Three-tier monthly charge plus a small variable charge

IL - Ameren lllinois — 80% revenue for Residential and Small GS Customers per flat fee plus small variable charge
IL — Nicor Gas — Flat fee plus a small variable charge

MO — Ameren — Modified rate blocks for Residential Service customers

MO — Liberty Utilities — Flat fee plus a small variable charge

MO — Laclede Gas — Modified rate blocks

NE — Black Hills — Declining rate blocks

NE — SourceGas — Modified rate blocks

OK — Oklahoma Natural Gas — Two-tier plan — Offers customers a choice

TX —Texas Gas Service — Flat fee up to 200 ccf/month

Pending

DE — Delmarva Power and Light

American Gas Association 9
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Current Status of
Rate Stabilization Tariffs

Approved
AL — Alabama Gas
AL — Mobile Gas
AR — CenterPoint Energy
GA — Liberty Utilities
LA — Atmos Energy
LA — CenterPoint Energy
LA — Entergy
MS — Atmos Energy
MS — CenterPoint Energy
OK — CenterPoint Energy
OK — Oklahoma Natural Gas
SC — Piedmont Natural Gas
SC — South Carolina Electric and Gas
TN — Atmos Energy
TX — Atmos Energy

Authorized by Legislation

Arkansas
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Utilities with Approved Weather
Normalization Adjustments

AZ — Southwest Gas

AL — Alabama Gas

AL — Mobile Gas

AR — SourceGas

AR — CenterPoint Energy

GA — Liberty Utilities

IN — Citizens Energy Group

IN — Vectren North Indiana Gas

IN — Vectren South SIGECO

KS — Atmos Energy

KS — Black Hills

KS — Kansas Gas Service

KY — Atmos Energy

KY — Columbia Gas of Kentucky

KY — Delta Natural Gas

KY — Louisville Gas and Electric

LA — Atmos — Louisiana Gas Service
LA — Atmos — Trans Louisiana

LA — CenterPoint Energy

MD — Chesapeake Utilities

MD — Columbia Gas of Maryland
MS — Atmos Energy

MS — CenterPoint Energy

ND — Montana-Dakota Utilities

NJ — Elizabethtown Gas

NJ — New Jersey Natural Gas

NJ — Public Service Electric and Gas
NY — Central Hudson Gas and Electric
NY — Consolidated Edison

NY — National Fuel Gas Distribution

NY — National Grid Long Island

NY — National Grid Niagara Mohawk
NY — National Grid NYC

NY — New York State Electric and Gas
NY — Orange and Rockland Utilities
NY — Rochester Gas and Electric

OK — CenterPoint Energy

OK — Oklahoma Natural Gas

OR — Northwest Natural Gas

PA — Columbia Gas of Pennsylvania
PA — Philadelphia Gas Works

SC — Piedmont Natural Gas

SC — South Carolina Electric and Gas
SD — Montana-Dakota Utilities

TN — Atmos Energy

TN — Chattanooga Gas

TN — Piedmont Natural Gas

TX — Atmos Energy

TX —Texas Gas Service

UT — Questar Gas

VA — Atmos Energy

VA — City of Richmond Dept. of Public Utilities
VA — Columbia Gas of Virginia

VA — Roanoke Natural Gas

VA — Southwestern Virginia Natural Gas
VA —Virginia Natural Gas

VA — Washington Gas

Bulkley Work Papers
Page 134 of 141
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Utilities with Bad Debt
Cost Recovery

NE — Black Hills
NE — SourceGas

CT — Connecticut Natural Gas
CT — Southern Connecticut Natural Gas

VA — Atmos Energy
VA — Columbia Gas of Virginia

CT - Yankee Gas

DC — Washington Gas

IL— Ameren lllinois

IL— Peoples Gas

IL— North Shore Gas

IL— Nicor Gas

IN — Citizens Energy Group

IN - NIPSCO

IN — Vectren North Indiana Gas
IN — Vectren South SIGECO

KS — Atmos Energy

KS — Black Hills

KS — Kansas Gas Service

KY — Atmos Energy

KY — Columbia Gas of Kentucky
KY — Delta Natural Gas

KY — Duke Energy

LA — CenterPoint Energy

MA — Columbia Gas of Massachusetts
MA — National Grid

MA — NSTAR Gas

MD — Baltimore Gas and Electric
MD — Washington Gas

ME — Northern Utilities

MI - DTE

MI — Michigan Gas Utilities

MS — CenterPoint Energy

NC — Piedmont Natural Gas

NH — Liberty Utilities

NH — Northern Utilities

NV — Southwest Gas

NY — Central Hudson Gas and Electric
NY — Consolidated Edison

NY — National Fuel Gas Distribution
NY — National Grid Long Island

NY — National Grid Niagara Mohawk
NY — National Grid NYC

NY — New York State Electric and Gas
NY — Orange and Rockland Utilities
OH — Columbia Gas of Ohio

OH — Dominion East Ohio

OH — Eastern Natural Gas

OH — Pike Natural Gas

OH — Vectren Energy Delivery of Ohio
OK — CenterPoint Energy

OK — Oklahoma Natural Gas

Rl — National Grid

SC — Piedmont Natural Gas

SC — South Carolina Electric and Gas
TN — Atmos Energy

TN — Chattanooga Gas

TN — Piedmont Natural Gas

TX — Atmos Energy

TX — Texas Gas Service

UT — Questar Gas

VA — Washington Gas

VA - Virginia Natural Gas
WI — Wisconsin Gas

American Gas Association 15
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Utilities with Pension and
OPEB Cost Recovery

CA — San Diego Gas and Electric OH — Columbia Gas of Ohio

CA — Southern California Gas OK — CenterPoint Energy

CO — Public Service Company of CO (Xcel) OK — Oklahoma Natural Gas

DC — Washington Gas PA — Philadelphia Gas Works

KS — Atmos Energy Rl — National Grid

KS- Black Hills SC —Piedmont Natural Gas

KS — Kansas Gas Service SC - South Carolina Electric and Gas
LA — Atmos Energy TN — Piedmont Natural Gas

LA — CenterPoint Energy TX — Atmos Energy

MA — Columbia Gas of Massachusetts TX — CenterPoint Energy

MA — Fitchburg Gas and Electric Light Co. WI — Wisconsin Power and Light

MA — National Grid

MA — NSTAR Gas Co.

MD — Baltimore Gas and Electric Co.
MI—-DTE

MO — Ameren Missouri

MO — Laclede Gas

MO — Missouri Gas Energy

MS — Atmos Energy

MS — CenterPoint Energy

NY — Central Hudson Gas and Electric
NY — Consolidated Edison

NY — Orange and Rockland Utilities
NY — National Grid NYC

American Gas Association 17
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Utilities with Natural Gas Energy
Efficiency Programs

AR — Arkansas Oklahoma Gas
AR — SourceGas

AR — CenterPoint Energy

AZ — Southwest Gas

CA — Pacific Gas and Electric

CA — San Diego Gas and Electric
CA —Southern California Gas
CA — Southwest Gas

CO — Atmos Energy

CO — Black Hills Energy

CO - Colorado Natural Gas

CO - SourceGas

CO - Public Service Co. of Colorado
CT — Connecticut Natural Gas
CT — Southern Connecticut Natural Gas
CT - Yankee Gas Service

FL— TECO Peoples Gas

GA - Atlanta Gas Light

IA — Liberty Utilities

IA — Black Hills Energy

IA — Interstate Power and Light
IA — MidAmerican Energy

IN — Citizens Energy Group

IN = NIPSCO

IN — Vectren North Indiana Gas
IN — Vectren South SIGECO

ID — Avista Utilities

ID — Intermountain Gas

IL— Ameren lllinois

IL— MidAmerican Energy

IL— Nicor Gas

IL— North Shore Gas

IL— Peoples Gas

KY — Atmos Energy

KY — Columbia Gas of Kentucky

KY — Delta Natural Gas

KY — Duke Energy Kentucky

KY — Louisville Gas and Electric

LA — Atmos Energy

LA — CenterPoint Energy

MA — Columbia Gas of Massachusetts
MA — Berkshire Gas

MA — Fitchburg Gas and Electric Light
MA — Liberty Utilities

MA — National Grid Massachusetts
MA — NSTAR Gas and Electric

MD — Baltimore Gas and Electric
MD — Columbia Gas of Maryland
MD — Washington Gas

ME — Northern Utilities

MI — Consumers Energy

MI - DTE

MI — Michigan Gas Utilities

MN — CenterPoint Energy

MN — Great Plains Natural Gas

MN — Interstate Power and Light
MN — Minnesota Energy Resources
MN — Xcel Energy

MO — Ameren

MO — Liberty Utilities

MO — Empire Natural Gas

MO - Laclede Gas

MO — Missouri Gas Energy

MS — Atmos Energy

MS — CenterPoint Energy

MT — Montana-Dakota Utilities

NC — Piedmont Natural Gas

NC — Public Service Co. of NC

ND — Montana-Dakota Utilities

NH — Liberty Utilities

NH — Northern Utilities

NJ — Elizabethtown Gas

NJ — New Jersey Natural Gas

NJ — Public Service Electric and Gas
NJ — South Jersey Gas

NM — New Mexico Gas

NV — NV Energy

NV - Southwest Gas

NY — Central Hudson Gas and Electric
NY — Consolidated Edison

NY — National Fuel Gas

NY — National Grid NY

NY — National Grid Long Island

NY — National Grid Niagara Mohawk
NY — Orange and Rockland Utilities
NY — St. Lawrence Gas

OH - Columbia Gas of Ohio

OH - Dominion East Ohio

OH — Duke Energy

OH — Vectren Energy Delivery of Ohio
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Docket

Utilities with Natural Gas Energy
Efficiency Programs (Cont.)

OK — CenterPoint Energy

OK — Oklahoma Natural Gas
OR — Avista Utilities

OR — Cascade Natural Gas

OR — Northwest Natural Gas
PA — Columbia Gas of Pennsylvania
PA — Equitable Gas

PA—-PECO

PA — Peoples Natural Gas

PA — Philadelphia Gas Works
PA — UGI Central Penn Gas
PA — UGI Penn Natural Gas

PA — UGI Utilities

Rl — National Grid

SC — Piedmont Natural Gas

SC — South Carolina Electric and Gas
SD — MidAmerican Energy

SD — Montana-Dakota Utilities
TN — Chattanooga Gas

TX — Atmos Energy

TX — Texas Gas Service

UT — Questar Gas

VA — Columbia Gas of Virginia
VA —Virginia Natural Gas

VA — Washington Gas

VT —Vermont Gas Systems

WA — Avista Utilities

WA — Cascade Natural Gas

WA — Northwest Natural Gas
WA — Puget Sound Energy

WI - City Gas

WI — Madison Gas And Electric
WI — Midwest Natural Gas

WI — St. Croix Valley Natural Gas
WI — Superior Water, Light and Power
WI—We Energies

WI — Wisconsin Light and Power
WI — Wisconsin Public Service
WI — Xcel Energy

WY — Montana-Dakota Utilities
WY — Questar Gas
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