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1.1 Macro Industry Commentary
IEA Petrochemicals Review

The Paris based International Energy Agency (IEA, not to be confused with the US Energy Information Agency
or EIA) has released a report into the global Petrochemicals industry.

Key findings are:

The growing role of petrochemicals is one of the key “blind spots” in the global energy debate.
The diversity and complexity of this sector means that petrochemicals receive less attention than
other sectors, despite their rising importance.

Petrochemicals are rapidly becoming the largest driver of global oil consumption. They are set
to account for more than a third of the growth in oil demand to 2030, and nearly half to 2050,
ahead of trucks, aviation and shipping. At the same time, currently dominant sources of oil
demand, especially passenger vehicles, diminish in importance thanks to a combination of better
fuel economy, rising public transport, alternative fuels, and electrification. Petrochemicals are
also poised to consume an additional 56 billion cubic metres (bcm) of natural gas by 2030,
equivalent to about half of Canada's total gas consumption today.

Western developed economies use 20 times as much plastic and up to 10 times as much fertiliser as many
developing countries in Asia on a per capita basis (see Figure 1), indicating the sector’s significant growth
potential.

Figure ES.2 # Per capita demand for major plastics

Motes: Plastics includes the main thermoplastic resing and excludes all thermosets and synthetic fibre. The guantities are for 2015 and
reflect the apparent consumption [production less exports plus imports) by the next tier in the manufacturing chain following primary
chemical production (e g. plastic converters).

Souroe: MET] (2016), Future Supply ond Demand Trend of Petrochemical Products Wordwide, Tokyo,
ww.meti.go.jpfpolicy/mono _info service/mong/chemistry/sekkajyukyuudoukou201506.himl.
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Figure 1: Per Capita Demand for Major Plastics

The report notes:

The combination of a growing global economy, rising population, and technological
development will translate into an increasing demand for petrochemical products. Although
substantial increases in recycling and efforts to curb single-use plastics take place, especially led
by Europe, Japan and Korea, these efforts will be far outweighed by the sharp increase in
developing economies of plastic consumption (as well as its disposal). The difficulty in finding

alternatives is another factor underpinning the robust overall demand growth for petrochemical
products.

The petrochemical industry currently provides 14% of total oil demand (13 million bbls/d) and 8% of total
gas demand (10.6 trillion cubic feet / day). IEA projects that 30% of growth in oil demand to 2030 and 7% of
the growth in gas demand over the same period will come from the petrochemical industry (see Figure 2).

Flgure E5.3 = Oil demand growth by 2030

E I:

Figure 2: Oil Demand Growth to 2030, Source IEA

Permian Basin Transport

The low prices being received in the Permian Basin that have delayed the Strand drilling programme are

affecting all producers. Figures 2 and 3 illustrate the delay to completions as industry waits for new pipeline
capacity to come on stream.
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Figure 3: Permian Basin Forecast Completions
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Figure 4: Permian Basin Wells Drilled, Completed and Not-Completed
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As shown in CMA Midland Differential in price tables below the Permian basin discount is already declining
as new transport is brought on-line. During Sept the Plains All American Sunrise expansion was completed.

This 259mi pipeline from Midland to Wichita Falls will provide an additional 220 mbbld transport out of the
Permian Basin.

Gas and oil prices have both increased during the month. Gas’s move was in the near dated curve while oil
has increased across all maturities.

Relatively low gas storage inventories should continue to provide price support for gas.

Total storage now (Bcf) 2,866

Total storage last year 3,502 Inventories for the US are now at a deficit of 636 Bcf to last year and a
Tatal storage YoY -636 deficit of 607 Bcf to the five-year average.

Total storage Yo¥ % -18%

Five year average 3,473

EIA data @28/9/18
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Gas and oil strips have both increased significantly from those 1 year ago.
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Source: CME Group

Gas and Oil Prices 31 August 2018
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30d 90d 8/31/2018 8/31/2018 30d 90d
Swap Pricing Natural Gas Basis
Bal 18 Cal 19 Cal 20 Cal 21 Location Today Summer'18  Winter '18/'19

NYMEX WTI Crude 5 69.43 5 6671 5 6295 5 59.51 MichCon 5 (0.08) 5 (0.14) 5 (0.16)
ICE Brent Crude 5 77.39 5 7512 5 7143 5 68.32 TETCO M3 5 (0.27) 5 (0.31) 5 1.16
Louisiana Light Sweet S 7483 5 7137 S 6692 S 63.66 Dominion § 5 (031) 35 (0.42) 5 (0.38)
CMA Midland Differential 5  (12.89) 5 (6.34) 5 (1.13) 5 0.10 ClG S (0.71) S (0.76) 5 (0.62)
NYMEX Natural Gas $ 296 S 278 % 263 3 2.57 Waha 3 (169) 3 [1.65) % {1.50)
Source: Bloomberg LP

All prices are indicative only
Gas and Oil Prices 1 October 2018
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30d 90d 10/1/2018 — 1012018 30d 90d
Swap Pricing Natural Gas Basis
Bal 18 Cal 19 Cal 20 Cal 21 Location Today Winter'18/'19 Summer '19

NYMEX WTI Crude S 7322 S 7135 5 6714 5 63.50 MichCon 5 (0.22) 3 (0.10) $ (0.28)
ICE Brent Crude 5 8262 5 79.85 5 75.32 5 71.47 CIG 5 [116) S (0.69) & [0.85)
Louisiana Light Sweet S 8042 S 7653 S 7129 S G715 TETCO M3 $ (168) 5 135 5 (0.40)
CMA Midland Differential 5 (6.81) 5 (5.38) % (0.40) 5 0.05 Dominion 5 5 (1.82) 5 (0.43) 5 (0.53)
NYMEX Natural Gas 5 312 s 280 5 265 5 2.60 Waha S (205) 3 (1.48) 5 (1.31)

Source: Bloomberg LP
All prices are indicotive only
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Important Disclaimer.

This report has been issued by Longreach Alternatives Limited ABN 250 828 52364 AFSL 246 747 (“Longreach”). Data is
at 30 September 2018 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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