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Market and Portfolio Commentary
1.1 Macro Industry Commentary

General Industry

The Fraser Institute, a Canadian public policy think tank, has published the results of its Global
Petroleum Survey, 2018. The survey provides a global ranking of oil and gas jurisdictions according to the
likelihood that each will, intentionally or unintentionally, deter investment in the upstream sector.
Fraser received responses from 256 oil industry professionals, including CEOs, other officers and various
specialists knowledgeable of the industry’s investment behaviour. Responses allowed 80 global
jurisdictions to be ranked, these contain 53% of global oil and gas reserves and provide 68% of global oil
and gas production.

The top ten jurisdictions are eight US states and a body of water — Texas, Oklahoma, Kansas, Wyoming.
North Dakota, Alabama, Montana, Gulf of Mexico and Louisiana — and the UK North Sea. Texas scored
100 points, the highest available score in the survey, and Oklahoma was a close second.

The International Energy Agency (IEA) has published an update to its 2018 World Energy Outlook (WEOQ)
with new supply and demand scenarios.

The WEO outlines two core scenarios, a New Policies Scenario (NPS) with moderate implementation of
policies around the world to reduce climate change consistent with recent experience and a Sustainable
Development Scenario (SDS) with more significant energy demand constraint.

In the NPS there is a 7.5mb/d increase in oil demand between 2017 and 2025. To put in context current
total worldwide supply and demand are approximately 100mb/d. With no further investment in existing
fields, the natural decline in current sources of supply would drop 45 mb/d over this period. With
continued investment into existing fields but with no new fields being brought online the loss of supply
would be closer to 27.5mb/d. A 35mb/d supply-demand gap in the NPS will need to be filled by
investment in new fields by 2025. Even in the SDS there is a 26mb/d gap.
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Global oil supply to 2025 without future capital investment
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Part of the 35mb/d gap is expected to be filled by conventional projects already under development,
conventional NGLs, extra-heavy oil, bitumen and other smaller increases elsewhere. In total these sources
add about 11mb/d new production. New conventional crude oil projects not yet approved are assumed to
provide around 13mb/d of additional production by 2025.

This leaves around 11mb/d in the NPS to be filled by US shale liquids. Delivering this increased production

would surpass the fastest rate of growth ever seen previously over a 10-year period (Saudi Arabia between
1967 and 1977).

Oil production growth over ten years, US and Saudi Arabia
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Gas Market

The FT published a good chart of US Energy Information Agency (EIA) gas storage data. Gas fundamentals
remain strong.

US gas stocks finish 'injection season' at the lowest in more than a
decade
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About 3.2 tn cu ft in storage as cold hits
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Also from the FT is S&P Global Platts data on LNG prices. These have been strong reflecting demand,
particularly from China.
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Prices of the supercooled fuel reflect elevated demand
Platts JKM index (S per million Btu)
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Oil Market

During November the US became a net exporter of crude oil and refined products, the last time this
occurred was in 1944. Based on preliminary EIA data the US exported a net 211kb/d in the second week of
November. In total, the country imported 8.8mb/d of crude and products and exported 9.0mb/d. 3.2mb/d of
this total export volume was of crude oil. Current crude exports are nearly six times larger than the volumes
the US exported at this point in 2016.
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Net Imports (MBPD)
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Gas and Oil Prices 1 November 2018

WTI Calendar Strips NG Seasonal Strips
53.40
578
53.20
573
53.00
568 65.12
- 65.49 52.80
©0 0 00 0
#63 $2.60
558 52.40
N el o 9 ] ] ] o O O ] o O D 2 ] o ] & G ] O ] o & 3
NN NN NN N A W A B A N N N A A A S A A
(S“‘ o 'b* 'b‘\ \0\ 2 CT‘ 2 ’5‘ 'S‘ \\"\ 2 g & & fb“\ & ] o"‘ a & ’b\{" \\\}'1' R d‘
T LA R S 7 S X EREE S ERlR
30d 90d 11/1/2018 — 1112018 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 5 65.18 5 65.56 5 6368 5 61.13 MichCon 5 (0.18) 5 (0.02) 5 (0.23)
ICE Brent Crude 5 7468 5 7419 5 7166 5 68.86 CIG 5 (042) 5 (0.60) 5 (0.82)
Louisiana Light Sweet $ 7272 5 70083 3 6740 S 6429 TETCO M3 5 (0.60) S 174 S (0.44)
TM Midland Differential 5 (5.92) 5 (5.93) % S 0.53 Dominion $ S (0.66) 5 (0.42) 5 (0.57)
NYMEX Natural Gas 5 330 s 286 5 268 5 2.60 Waha S (168) S (1.44) 5 (1.38)
Source: Bloomberg LP
Note: Midlond diff chonged to TM computotion Oct 1. All prices indicotive only.
Gas and Oil Prices 3 December 2018
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30d 90d 12/3/2018 12/3/2018 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 5 53.31 5 5378 5 53.71 5 53.45 MichCon 5 (013) 5 007 5 (0.15)
ICE Brent Crude 5 6181 5 6208 5 6186 5 61.74 TETCO M3 5 (032) 5 237 5 (0.42)
Louisiana Light Sweet $ 5987 5 5901 5 5788 5 5685 g $ (037) 5 (0.44) s (0.80)
TM Midland Differential S (5.44) S (609) S  (0.10) S 0.60 Dominion § 5 (042) 3 (0.41) $ (0.56)
NYMEX Natural Gas $ 313 3 268 3 265 Waha 5 (361) 3 (2.79) 3 (1.72)

Source: Bloomberg LP
Note: Midland diff changed to Th computotion Oct 1. All prices 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 31 October 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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