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1.0 Market and Portfolio Commentary

1.1 Macro Industry Commentary

US Henry Hub prompt gas prices rose strongly in May. The prompt was $1.99/mmbtu at
close on 30 April and finished at $2.59/mmbtu at close on 31 May. Calendar 2024 also
increased, beginning May at $2.61/mmbtu and closing at $2.88/mmbtu.

Qil prices fell. The prompt began May at $80.18/bbl and closed the month at $76.19/bbl.
Calendar 2024 started the month at $75.59/bbl and closed at $76.01/bbl.

The share of electric and hybrid vehicle sales in the United States decreased in the first
quarter of 2024 as battery electric vehicles (BEV) sales declined (Figure 1). Hybrid vehicles,
plug-in hybrid electric vehicles and BEVs fell to 18.0% of total new light-duty vehicle (LDV)
sales in the United States in the first quarter of 2024 from 18.8% in 4Q23, according to
estimates from Wards intelligence. A slowing in demand for BEVs would increase oil demand
in coming decades and likely cause some marginal decrease in natural gas demand for
power

Figure 1: Quarterly US LDV Sales by Powertrain (Source: Wards Intelligence, via EIA)

Quarterly U.S. light-duty vehicle (LDV) sales by powertrain (Jan 2014—Mar 2024) /j

percentage of sales el
100%
90% Breakout of EV and hybrid sales
80% e percentage
70% 10%
0 hybrid
60% 8% electric
50% 6%
40% 4%
30% 29, plugfin
20% hybrid, electric, 18% . hybrid
and plug-in hybrid 0% i T ' T
10% 2014 2017 2020 2023
00/0 |-__| T T T T T T T T T
2014 2017 2020 2023

Data source: \Wards Intelligence
Note: EV=electric vehicles, which include both battery electric and plug-in hybrid electric vehicles
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The latest Baker Hughes rig count data follows. In May, US total land rigs fell by 15 from 587 to 572. Total oil rigs fell by 7 from 499
to 492 while gas rigs fell from 102 to 98. Oil and gas rig totals include 22 offshore rigs working in April.

NORTH AMERICA Rotary Rig Count
Baker Hughes

7/06/2024

Week +/- Week +/- YearAgo
Inland Waters 0 0 0 -2 2
Land 572 -6 578 -101 673
Offshore 22 0 22 2 20
United States Total 594 -6 600 -101 695
Gulf of Mexico 20 -1 21 0 20
Canada 143 15 128 7 136
North America 737 9 728 -94 831

U.S. Breakout Information | This Week +/- Last Week +/- Year Ago

Gas 98 -2 100 -37 135
Qil 492 -4 496 -64 556
Miscellaneous 4 0 4 0 4
Directional 43 -1 44 -8 51
Horizontal 531 -5 536 -94 625
Vertical 20 0 20 1 19
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Gas Market

The recovery in prompt Henry Hub gas futures prices that started in April continued through May. Impetus to the price recovery was
added by warm weather forecasts and the need for gas to power the electricity required to satisfy air-conditioning demand (Figure
2).

Figure 2: Near Month Henry Hub Futures (Source: EIA)
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Data source: CME Group as compiled by Bloomberg, L.P.

As we have previously observed, while the prompt contract has been very volatile year-to-date 2024, the forward curve has been
very stable. Figure 3 shows prompt contract and the seasonal strips for Winter 24/25, Summer 25, Winter 25/26 and Summer 26.
This stability reflects the looming demand from new LNG facilities.

Figure 3: Natural Gas Seasonal Strips (Source: AEGIS)
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One of the reasons that the prompt contract has been low in 2024 is reduced demand from the largest LNG export facility, Freeport
LNG, after it experienced a series of unplanned mechanical outages. From the end of May Freeport has steadily increased its
feedgas demand as these issues were resolved and is now operating at full capacity (Figure 4). The restoration of full operating
capacity is highly correlated with the recent increase in the HH prompt price.

Figure 4: Freeport LNG Feedgas (Source: AEGIS)
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The low-price induced fall in US Lower 48 State natural gas production is shown in Figure 5. Lower production is now helping to
strengthen natural gas prices.

Figure 5: Lower 48 Natural Gas Production (Source: S&P via AEGIS)
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Following progress updates from the developers of new LNG facilities AEGIS has updated its projection of total LNG export demand
(Figure 6). The big jump in demand is expected to come in mid-2025.

Figure 6: LNG Project Natural Gas Demand through 2027 (Source: various via AEGIS)
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Through to the end of 2029, AEGIS expects that average natural gas demand in the US will increase by 14.1bcf/d (Figure 7). This

includes a projected fall in electric power demand for natural gas of 3.8bcf/d, notwithstanding that industry forecasts show anywhere
from 3-15bcf/d of additional gas demand from data centres alone by 2030.

Figure 7: Call on US Gas Supply through 2029 (Source: various, via AEGIS)
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Net injections into storage totalled 84 bcf for the week ending 24 May, compared to the five-year (2019-2023) average net injections
of 104 bcf and last year’s net injections of 106 bcf during the same week. Working natural gas stocks on 26 April totalled 2,795 bcf,
which is 586 bcf (27%) more than the five-year average and 380 bcf (16%) more than this time last year (Figure 8).

Figure 8: US Lower 48 Weekly Working Gas in Underground Storage (Source: EIA)
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OPEC+ production targets remain the key driver for oil prices. Figure 9 details current OPEC spare capacity. Saudi Arabia and the

UAE retain the greatest ability to rapidly increase production.

Figure 9: OPEC Spare Capacity (Source: AEGIS)
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Continuation of current cuts through to the end of 2024 are expected to see OECD commercial oil stocks fall to the bottom of the 5-

year range (Figure 10).

Figure 10: OECD Commercial Oil Stocks (Source: IEA, via GS)
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World economic growth propels the global populations up the consumer spending ladder. LHS Figure 11 illustrates the impact of
growing GDP on oil demand. Wealth enabled adaptations away from fossil fuels are expected to eventually offset this increase. The
aggregate is a projection for peak oil demand which Goldman Sachs projects at approximately 110mmbbld to occur by 2034 (RHS
Figure 11).

uoday Ajyiuo

Figure 11: Global Oil Demand Factors (Source: various, via GS)

Exhibit 3: While income growth drives increasing oil demand, Exhibit 4: ...eventually leading to peak oil demand
demand adaptions away from fossil fuels also accumulate...
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As demand for petrol peaks and gradually declines, petrochemicals emerge as the main driver of oil demand in coming decades (LHS
Figure 12). As GDP per capita increases towards US$10k, the demand for consumer durables accelerates, leading to higher demand
for petrochemical feedstock. This trend is currently most evident in Asian Emerging Markets (RHS Figure 12).

Figure 12: Oil Demand Growth by Product and Region (Source: various, via GS)
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Gas and Oil Prices 3 June 2024
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Gas and Oil Prices 1 May 2024
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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 May 2024 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.

© 2024 Longreach Alternatives. All rights reserved. ABN 25 082 852 364 AFSL 246747 12
Longreach Energy Holdings LLC Delaware registered #565928



	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12

