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All of these wide-ranging and highly-volatile trading days since September have created two distinct technical trading formations.
The upcoming and eventual breakout one way or the other from these patterns will more than likely provide long term inplications
for this winter and beyond. An upside break keeps 2022 prices at elevated levels while a downside break likely puts the market back
at the $3.00 to $3.75 range for most of 2022.

One of which is a bull pennant which is a bullish pattern if and when prices breakout above the pennant’s top line of resistance.
“Bull pennants” are formed when prices have been on a steady uptrend as they have been and then consolidate with up and down
trade in a descending pattern of lower highs and higher lows and form what looks like a pennant on a flag pole. Once they break
out of the topside line of r e, all of the short interest that has accumulated inside the p t lidation realizes that
they have bet wrong and are forced to cover and thusly rapidly propel prices higher. So if prices break above the top line, it sets
up a re-test of the recent $6.46 high. And if that is pentrated to the upside - the likelihood is that prices will sky-rocket from there.

But on the bearish-potential side of things - this recent consolidation between $6.46 and $4.74 has also carved out a possible head
and shoulders pattern. This is a very bearish technical pattern that could allow for a very rapid selloff to the downside - and for
the opposite reason as above, whereby all the accumulated long positions realize that they bet wrongly and are forced to liquidate
a good portion of their held length. Note the identified head and two shoulders and then the neckline (the neckline also being the
bottom support line to the bull pennant). So a break below that neckline typcially signals that the bottom is about to fall out of
the market. And the resulting selloff from a head shoulders pattern can and often does equate to be equi-distance as the head to
the neckline. This is all the way down to the $3.20 area ($6.46 high minus $4.83 bottom of neckline = $1.63 and thus $4.83 minus
$1.63 = §3.20).

Either one of these scenarios are technically-valid set-ups. And the fundamental catalyst for one or the other to play out will clearly
be what winter temps occur over the next six to eight weeks here in the U.5., but also over in Asia and Europe. I'I'].
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Bull pennant or head
and shoulders top?

DAILY CONTINUATION

An upside break above top of bull penannt likely allows for
a retest of $6.46 - $6.49 resistance with a subsequent break
above that level likely allowing for a run-away price increase.
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& downside break below the neckline of the head and shoulders pattern
likely allows for a re-test of the $4.74 support with a subsequent break
below that level likely creating a rather significant price collapse.
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The upward momentum in crude oil seems to be stalled for right now with sideways-down mo tand ad ide break out DAILY CONTINUATION - CRUDE OIL

of the defined trend channel. However, the breakout of the trend channel is not necessarily bearish - and only may be a resetting The $85.41 relative high from
of the channel. Relativity to the moving averages does not give any immediate direct signal as well. Daily stochastics are neutral October 25th is current short
- but MACD is crossed over bearish. So, the technical picture seems pretty mixed. But the "gut-feel” side of things makes us think The break out of the three-month uptrend term resistance.
there just will not be too many aggressive sellers until at least more into 1Q to see if there is extensive or only inal switching channel is a very minor potential bearish -
to oil this winter for heating demand around a globe that is critically short natural gas. development - but probably meaningless e

unless prices this week break below last e

OPEC+ agreed at last week's meeting to maintain their already ed 400,000 bbls/d monthly supply increase through the end week's low of $78.25.
of the year. And of course, they ignored the Biden Administration’s pleas for the release of more supply. Global inventories remain
low and U.S. production, while not decreasing, is not rising very fast either. So on current data, the oil markets are probably about
a seven on a one to ten bullish scale (at the price just over $80). So whether fundamentally undervalued or overvalued - the overall -
technical and fundamental relative neutrality likely allows for the current “fear factor” to say thay upside is easier than downside $80 “psych” ."ﬁ-;l‘

and any downside that does occur is probably even then limited for now. - H.F el > 1
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6.90 resistance (major high of October 2018) -~ I_I_H-I/f/.'/
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Sitting right on top
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As we have stated below, crude likely remains in a "bullish stance” unless and until it breaks back below fora$2to $3move. |s5gqp

the $76.90 broken major resistance. Closing below there is technically bearish that may begin to negate L 56.00

11 the bullish structure and could create a fast liquidation of some of the weak-legged speculative length 54.00
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One factor that could possibly quell any continued run-up in the commeodity market is a L 106.0000
stronger U.S. Dollar. Commeodities have historically had an inverse relationship with the U.S. DOLLAR INDEX - WEEKLY ’
commeodity market. Dollar up = commodities down and vice versa. This is primarily due  104.0000
to the reserve currency status of the Dollar and the fact that so many commeodities are
traded and cleared in Dollars. The Dollar has recently been breaking above resistance - 102.0000
levels and thus could continue higher - conversely limiting too much commeodity upside
- strength. |- - 100.0000
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The Federal Reserve left overnight interest rates unchanged at last week’s meeting. This is under the belief that the current inflation is COMMODITY "BASKET" INDEX - WEEKLY - 320.00
“transitory™ despite overwhelming evidence to the contrary. That action will likely keep ¢ dity bulls aggr ly buying all things
commodity. $30 trillion of unsustainable debt and the real risk of inflation if not hyper-inflation and the Fed is unwilling to break away  300.00
from super-low interest rates and buying bonds and mortgage-backed securities for the balance sheet. The long term fiscal policy of the . Wave 5
. Wave 5 length is usually
U.S. continues to defy common sense. L 280.00
equal to Wave 1 length. :
From the technical side of things; the rally in commodities that began out of the lows during March 2020 on Covid-reaction is within L
acceptable parameters of a Five-Wave Elliott Wave Count. The pattern of the up and down waves meets the "textbook” guidelines of %
an Elliott Count on Fibonacci extensions and ensuing retracements. And if this Wave Count is indeed valid and continues to play out,
then the fifth and final wave is just getting underway that will take the broad commeodity market much giher still before peaking. And [ 240.00
it is likely that the energies of oil, gas, electricity, coal, and NGL's may reasonably tag along higher in this on-going inflation trade.
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The EIA reported an injection of 63cf last week. This was more
or less at general market expectations and was B€f higher than
the same week last year and 2i&f above the fiveyear average.

This brings total storage levels to 3,64kf for the week ended
October 29th- which is essentially the end of the injection season
But builds should continue a bit deeper into November. The
deficits are 31dcf to last year and a 104cf short of the fiveyear.

This week©os expec botvidththenexttdo i s
likely around a 1(ocf build followed by a 30bcf first draw of the

season the week after. So, very little change in the aggregate leve

with only maybe only a Socf net draw by the week ended the 19th

The relative gains against the deficits have been impressive sincd
August with last year and the fiveyear shrinking 279 and 134cf.

Solid production | evels and vi|g

reduce the shortfalls. Storage still leans bullishbut not as dire.
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STORAGE SURPLUS/DEFICIT TO LAST YEAR AND FIVE YEAR AVERAGE
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Actualized production reached the highest level since December 2019 this August
at 95.1bcf/d. And recall that the all-time peak monthly average was 96itf/d in Duration of U.S. Gulf of Mexico production shut-ins

November 2019. August ds pr eod-manth gaciof [ (2012-2021)
1.1bcf/d and is a yearon-year increase of 4.8cf/d and 2.6 bcf/ d since yearend. | billion cubic feet per day of natural gas
35
As wusual, the EI A6s weekly esti mat eq —e—Hurricane Ida (2021)

3.0

to underestimate actual production (Outlook of August 9th has a then current ~e—Huricane Laura (2020)

graphic of this ongoing issue). September actual production will be lower when
reported due to the lingering effect of Hurricane Ida. But overall, production is
continuing to rise faster than expectations (as we forecast months ago). And this

—8—Hurricane Isaac (2012)
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=o—Tropical Storm Nate (2017)
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Total U.S. demand averaged 771&f/d in August on an
actualized basis which was at parity to last August and 1l6cf/d

below August 2019. Demand from the power generation sector wal

at an average of 40.bcf/d in what is traditionally the highest
demand month in the summer. And such level is O&:f/d lower
than August 2020.

Cum-to-date for January through August on actuals has) (otal
U.S. demand at an average of 83:8f/d or 0.2 bcf/d higher than
the same period last year, and (i) U.S. power generation demanc
averaging 31.®cf/d for a 1.7 bcf/d decline year-on-year.
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U.S. net exports for August were at an average of 1o#d - still below the 12.0b€cf/d peak in May and mainly due to slightly higher
Canadian imports. LNG exports made up 9.68cf/d of the total while Mexican pipeline exports were at an average of 6.88f/d.

Despite the high prices in Europe, U.S. exports there pale in comparison to imports from Russia and deliveries from NorthBeduction.
Many analysts are projecting that global LNG demand will outpace global LNG supply well into 2025. There are several potéytsearish

wild cards that could severely dent that demand, but if such is indeed valid, then U.S. exports will remain high relativeetent history for
those years. Thusly, any relief for U.S. natural gas prices over that period will likely have to come fromsgler U.S. praluction levels.

Global LNG SL.I[}[D|'_|,|"If Demand fmlpa:l Figure 4: Market shares of main suppliers of natural gas to Europe
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As we indicated in a previous slide, as a result of drilled
uncompleted wells being completed and the oil rig count
expanding, dry marketed gas production is continuing to increase,
without any significant gain in the U.S. gas rig count.

There are 100 gas rigs operating in the U.S. as of the week endeg
November 5th. The count has been essentially flat ever since the
beginning of 2Q of this year with such no lower than 93 rigs and
no higher than 104 rigs.

The U.S. oil rig count on the other hand has been increasing
steadily throughout this year. The current count as of the week
ended November 5th saw 450 rigs running. This is a 100% increa
on a y-0-y basis as the same week last year had 226 rigs running
and compares to 267 rigs during the last week of 2020.

Continued gains in dry gas production cannot count on associate¢
gas from oil wells and compl ef
drilling must pick up or else production will flatline or decrease.
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