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Market and Portfolio Commentary
1.1 Macro Industry Commentary

General Market Commentary

Press reports during the month of March suggest that progress continues to be made in resolving the trade
dispute between the U.S.A. and China. Hopes of an amicable resolution together with positive economic
data out of the U.S. have provided support to oil prices over the month. The 2019 oil prices to be used in the
31 March portfolio valuation are 29 per cent higher than the price at 31 Dec 2018 ($60.98/bbl vs
$47.30/bbl). Prices for future years also increased albeit by diminishing percentages, long dates are 7 per
cent higher. Gas prices have increased by a modest 1 to 3 per cent over the quarter.

While the risk of U.S. / China trade conflict has reduced, the risk of a disorderly Brexit has increased sharply
during March. Happily, for LEIl, any adverse consequences for our investment portfolio of even the worst-
case execution of the separation of the UK from Europe should be relatively minor.

Gas Market

The U.S. Energy Information Administration (EIA) released its February 2019 Natural Gas Monthly with data
that U.S. natural gas consumption increased by 10% in 2018 to reach a record high of 82.1 bcfd. The electric
power sector consumed 29.1 bcfd in 2018, 35% of total domestic U.S. natural gas consumption. New natural
gas generator capacity additions continued to displace coal-fired power plants and other less efficient
sources of electricity. In 2018, approximately 14.5 gigawatts (GW) of net natural gas capacity were added,
while almost 13 GW of coal-fired capacity were retired.

Figure 1: Annual U.S. natural gas consumption (2010-2018)
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Annual fluctuations in natural gas consumption are largely driven by the weather. During the winter, U.S.
natural gas consumption levels are at their highest because natural gas is the predominant source of space
heating in the residential and commercial sectors. As the share of electricity generation provided by natural
gas grows, the consumption of natural gas will increase both in the summer — when air conditioning demand
is high —and in the winter, especially in places such as the South, where electric space heating is more
common. Export demand is unaffected by U.S. domestic weather.

Figure 2: Monthly natural gas consumption by sector (2010-2018)
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Over the course of the month near dated gas prices fell slightly while longer dates strengthened. Oil
increased across the curve.

Gas and Oil Prices 1 March 2019
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Swap Pricing Natural Gas Basis
............................................................................................. Bal19  Cal20 Cal21 Cal 22 Location Spot _ Winter'18/'19 Summer '19 Winter '19/'20
NYMEX WTI Crude $ 5857 $ 5789 $ 5593 S 5460 Henry Hub Fixed 5 297 S 286 S 288 S 3.08
ICE Brent Crude $ 6593 5 6447 S 6250 $ 6117 TETCO M3 S (0.06) S 007 S 027) S 125
Louisiana Light Sweet $ 6361 S 6L08 S 5868 S 5735 MichCon $ (009 3 (0.01) $ (0.17) 5 (0.14)
TMMidland Differential  $  (104) S 020 $ 045 CiG S (019 s (037) 5 (062) (0:54)
NYMEX Natural Gas $ 291 3 275 $ 262 $ 2.63 NGPL $ _ (016) (0.56) $ 0.66) $ (0.44)
Source: Bloomberg LP Dominion $ s (018) (0.23) $ 037) $ (0.34)
Note: Midland diff changed to TM jon Oct 1. All prices indicotive only. Waha S (196) 3 (1.65) $ (1.70) $ 0.92)

All prices os of close yesterdoy
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Gas and Oil Prices 1 April 2019
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Swap Pricing Natural Gas Basis
Bal 19 Cal 20 Cal21 Cal 22 Location Spot  Winter'18/'19 Summer '19 Winter '19/'20
NYMEX WTI Crude $ 6098 S 5904 $ 5656 S 54.81 Henry HubFixed 5 273 5 286 S5 2765 2.98
ICE Brent Crude $ 6741 S 6536 S 6320 S 6161 TETCO M3 $  (014) S 007 $ 0.30) $ 1.25
Louisiana Light Sweet $ 6566 S 6230 $ 5041 $  57.66 MichCon $  (01s5) 3 (0.01) 5 0.20) 3 (0.16)
TM Midland Differential  $  (0.29) $ 037 $ 0.55 Dominion § $ (028 5 (0.23) 5 039) $ (0.32)
NYMEX Natural Gas $ 28 $ 275 $ 266 $ 267 TETCO M2 $ (029 % (0.26) 5 (043 % (0.34)
Source: Bloomberg LP NGPL-Midcon S (032 5 (0.56) S (055) S (0.43)
Note: Midland diff chonged to TM computotion Oct 1. All prices indicotive only. ciG S (0.48) 5 (0.37) $ (0.61) 5 (0.62)
Waha S (307 5 (1.65) S (1.90) 5 (0.83)

All prices os of close yesterday
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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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