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1.0 Market and Portfolio Commentary

1.1 Macro Industry Commentary

US Henry Hub prompt gas prices rose in August, the prompt was $2.63/mmbtu at close on
31 July and closed at $2.77/mmbtu at close on 31 August. Calendar 2023 also increased,
beginning August at $3.03/mmbtu and closing at $3.18/mmbtu.

Oil prices continued to rise. The prompt opened August at $81.80/bbl and closed the month
at $83.63/bbl. Calendar 2023 started the month at $80.84/bbl and closed at $82.46/bbl.

Gas and oil service costs continue to fall for every input other than diesel (Figure 1).
Declining costs improve general development and operational economics.

August 2023

Figure 1: US Oil Production Costs – 3-month change (Source: Bloomberg, Haver, vis GS)
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The latest Baker Hughes rig count data follows. In August US total land rigs continued to fall, decreasing by 25 from 635 to 610. Oil
rigs fell by 12 from 525 to 513 while gas rigs fell by 15 from 128 to 113.
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Figure 2: Near Month Henry Hub Futures (Source: EIA)

In August prompt Henry Hub gas futures again traded in the tight range between $2.50 and $2.85/mmbtu that has prevailed since
June (Figure 2).

Gas Market

Based on trade press and industry data, the EIA expects global LNG import capacity to expand by 16%, or 23 bcf/d by the end of
2024 compared to 2022 (Figure 3). In the first three months of 2023, three countries – Germany, the Philippines and Vietnam –
began importing LNG for the first time. By the end of 2024, the EIA expects Australia, Antigua, Cyprus, and Nicaragua to start
importing LNG. Several more countries are in advanced stages of developing LNG import capacity.

Figure 3: Select Countries LNG Import Capacity Additions 2023-2024 (Source: EIA)
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Figure 4: Global LNG Import Capacity by Region as of July 2023 (Source: EIA)

To meet rapidly growing LNG regasification demand both the US and Qatar are increasing LNG supply capacity. By 2028 Qatar will
have completed six new liquification trains to increase its export capacity from 13.3bcf/d to 19.7bcf/d.

Upcoming LNG projects in the US are tabulated below. Combined these will double current capacity, adding an additional 13bcf/d to
the current capacity of 14.2bcf/d. 4.3bcf/d of additions are expected to come online between 2023 and 2025.

Regionally, the EIA expects Asia to lead the growth in global LNG import capacity, accounting for 52% (11.9bcf/d) of total capacity
additions in 2023-2024. Europe accounts for 38% (8.6bcf/d), and the rest of the world 10% (2.3bcf/d).

Australia, though also one of the world’s three largest LNG exporters, will add 0.3bcf/d of LNG import capacity through a new offshore
terminal on the east coast.

Over the past 10 years (2013-2022), global LNG import capacity – called regasification capacity – has grown by 49% (45.8bcf/d) to
reach 140 bcf/d across 48 countries. By the end of 2024, the EIA expects 55 countries to have LNG regasification terminals with a
combined capacity of 163 bcf/d (Figure 4). Globally, available regasification capacity exceeds physical LNG imports. Historically up to
39% of global regasification capacity is used every year. Spare regasification capacity, most of which is in Japan, South Korea, and
China, allows countries to meet periodic demand spikes, particularly in winter. Last year, global LNG trade used 37% of available
regasification capacity, being 51.7 bcf/d.
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Figure 5: US Lower 48 Dry Gas Production and Natural Gas Demand Changes by Year (Source: Aegis)

US natural gas production is expected to grow steadily in coming years, with LNG accounting for the majority of US natural gas 
demand growth for 2024 – 2027 (Figure 5).

Figure 6: Supply and Demand YoY Change Win22 to Win23 (Source: GS)

Thanks to Russia’s invasion of the Ukraine, Europe has dominated LNG imports since 1Q2022, however with European gas storage 
now effectively at capacity ahead of the winter heating season, 3Q2023 is likely to have seen Asian buyers return to the fore (LHS 
Figure 6).

Global LNG prices remain well above US Henry Hub, providing strong incentive for US LNG exporters to maximise volumes. At 
current US prices European gas only needs to trade above $3.80/mcf for US gas to be profitably liquified and delivered to Europe. 
The spread between Henry Hub and Asian and European prices is over $10/mcf (RHS Figure 6).
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Figure 7: US Storage Injections (Source: GS)

Increased power demand, primarily arising from hot weather induced cooling, has delivered lower than recent average storage 
injections over the northern summer (Figure 7).

Figure 8: Working Gas in Underground Storage (Source: EIA)

On 1 September working natural gas stocks totalled 3,148bcf, which is 222bcf (8%) more than the five-year average and 462bcf 
(17%) more than last year at this time (Figure 8). Recent lower than average injections have steadily reduced the storage margin over 
average in recent months.
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Oil prices continue to rise with robust demand and ongoing production limits from OPEC. OPEC’s seaborn exports are now 1.4mmbl/d
below April levels (Figure 9).

Oil Market

Figure 9: OPEC Net Exports (Source: Kpler, via GS)

Chinese oil demand continues to increase notwithstanding that country’s widely reported economic headwinds (Figure 10).

Figure 10: Chinese Oil Demand (Source: various, via GS)
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Figure 11: Change in OECD Commercial Oil Stocks from end Jan 2023 (Source: various, via GS)

Oil stocks in the OECD continue to fall (Figure 11).
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Gas and Oil Prices 1 September 2023
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Gas and Oil Prices 1 August 2023
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Important Disclaimer.
This report has been issued by Longreach Alternatives Ltd ABN 250 828 52364 AFSL 246 747 (“Longreach”). Data is at 31 August 2023 unless
stated otherwise. This document is not an offer of securities or financial products, nor is it financial product advice.

As this document has been prepared without taking account of any individual investor’s particular objectives, financial situation or needs, you should
consider its appropriateness having regard to your objectives, financial situation and needs before taking any action.

This document has been prepared without taking into account of your objectives, financial situation and needs; you should consider its
appropriateness having regard to your objectives, financial situation and needs.

The information stated, opinions expressed and estimates given constitute best judgement at the time of publication and are subject to change
without notice. Consequently, although this document is provided in good faith, it is not intended to create any legal liability on the part of Longreach
or any other entity and does not vary the terms of a relevant disclosure statement. Past performance is not an indicator of future results. All dollars
are US dollars unless otherwise specified.

This document describes some current internal investment guidelines and processes. These are constantly under review and may change over time.
Consequently, although this document is provided in good faith, it is not intended to create any legal liability part of Longreach or any other entity and
does not vary the terms of a relevant disclosure statement. Past performance is not an indicator of future results. In cases where information
contained in this document derives from third parties, Longreach accepts no liability for the accuracy, completeness or appropriateness of such
information.
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