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1.0 Market and Portfolio Commentary
1.1 Macro Industry Commentary

General Market Commentary

US rig count continues to fall, Baker Hughes United States total rig count declined from 802 on 6 Dec to 796
on 3 Jan. Graph of rig count from Jan 2019 until end Dec 2019 is below.
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LEI Monthly Report — December 2019

Gas Market

Term gas prices were flat between end Nov and end Dec although this disguised declines in near term
contracts because of warm weather in the US. Prompt month natural gas remains volatile from sensitivity to
the major weather forecast outlooks.

On the demand side low gas prices are increasing the switching of power generation from coal to gas.

Global LNG prices were low, driven by Chinese companies trying to offload LNG cargoes delivered under
long-term supply arrangements on the spot market due to high storage volumes, a slowing economy and
milder than expected weather. Europe has been the primary destination for spot cargoes. On 20 Dec
European LNG imports reached a record high of 12.76bcf/d. 75% of long-term LNG deals are priced on oil-
linked contracts, these are currently trading in the S9 - $10/mcf range vs spot contracts at $5.50/mcf.

The EIA has reduced its 2020 dry gas production forecast to an average of 95.1 bcf/d. 1Q2020 consumption
is forecast at 104.54bcd/d.

Oil Market
Oil prices increased month-to-month because of:

l. Decision by OPEC+ (OPEC plus Russia) to increase supply cuts from 1.2mmbld to 2.1mmbbld
1. Announcement in mid-Dec that US and China have agreed a phase 1 trade deal which raised the
prospects of better crude oil demand growth in 2020.
Il Increased geopolitical tensions in the Middle East with air strikes by the US on 5 locations in Syria
and Iraq at the end of December.

On 30 Dec WTI spot contract closed at $62.09/bbl.

The EIA has also lowered US crude production forecasts for 2020. Based on lower rig counts the 2019
forecast was 12.25mmbbld and is 13.18mmbbld for 2020.
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Gas and Oil Prices 2 January 2020
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Gas and Oil Prices 2 December 2019
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