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October 19, 2001         SUMMARY
                         * ENE shares have declined due to concern over
POWER & NATURAL GAS        writedowns, actual and prospective, in our view.
Raymond Niles              While management announced $2.21 billion in charges
+1-212-816-2807            ($1.01 billion through the income statement and $1.2
ray.niles@ssmb.com         billion as a direct charge to shareholders equity)
Benjamin Morton            when they reported earnings (see our 10/16/01 note),
+1-212-816-2086            the prospect of further charges has spooked the
benjamin.morton@ssmb.com   stock
Brian Chin               * We think further write-offs are likely at non-core
+1-212-816-2861            global assets (Dabhol and South America) and
brian.chin@ssmb.com        possibly at their broadband unit (already partially
                           written off).  Several other complex off-balance
                           sheet vehicles have raised concern.
                         * Offsetting these potential hits to shareholders
                           equity are likely reductions in debt from the
                           proceeds of various asset sales over the balance of
                           the year
                         * Moody's has captured these concerns by putting
                           Enron's senior debt on review for possible
                           downgrade.
                         * We are evaluating these issues and currently
                         maintain our 1H rating.

FUNDAMENTALS
P/E  (12/01E)                        17.9x
P/E  (12/02E)                        15.0x
TEV/EBITDA  (12/01E)                    NA
TEV/EBITDA  (12/02E)                    NA
Book Value/Share  (12/01E)          $15.66
Price/Book Value                      2.1x
Dividend/Yield  (12/01E)        $0.52/1.6%
Revenue (12/01E)           $100,789.0 mil.
Proj. Long-Term EPS Growth             23%
ROE  (12/01E)                        11.5%
Long-Term Debt to Capital(a)         43.0%
ENE is in the S&P 500(R) Index.
(a) Data as of most recent quarter

SHARE DATA                        .  RECOMMENDATION
Price (10/17/01)           $32.20    Current Rating                1H
52-Week Range       $84.63-$25.15    Prior Rating                  1H
Shares Outstanding(a)  724.6 mil.    Current Target Price      $55.00
Convertible                    No    Previous Target Price     $55.00

EARNINGS PER SHARE
FY ends                 1Q          2Q          3Q          4Q     Full Year
12/00A   Actual      $0.40A      $0.34A      $0.34A      $0.41A      $1.47A



12/01E   Current     $0.47A      $0.45A      $0.43A      $0.46E      $1.80E
         Previous    $0.47A      $0.45A      $0.43A      $0.46E      $1.80E
12/02E   Current           NA          NA          NA          NA    $2.15E
         Previous          NA          NA          NA          NA    $2.15E
12/03E   Current           NA          NA          NA          NA          NA
         Previous          NA          NA          NA          NA          NA
First Call Consensus EPS: 12/01E $1.81; 12/02E $2.14; 12/03E NA

ADDITIONAL INFORMATION AVAILABLE UPON REQUEST

# Within the past three years, Salomon Smith Barney, including its parent,
subsidiaries and/or affiliates, has acted as manager or co-manager of a public
offering of the securities of this company.Securities recommended, offered, or
sold by SSB: (i) are not insured by the Federal Deposit Insurance Corporation;
(ii) are not deposits or other obligations of any insured depository
institution (including Citibank); and (iii) are subject to investment risks,
including the possible loss of the principal amount invested.  (c) Salomon
Smith Barney Inc., 2001.  All rights reserved.  Any unauthorized use,
duplication or disclosure is prohibited by law and may result in prosecution.
Please refer to ticker SSBDISCL for important Salomon Smith Barney Disclaimer
information.
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