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2018 was a tough yeaas OPEQGried to keep a volatileoil marketin balanceand deliver an
acceptable oil price for its membelis the face of strong US production growthVe would
like to shareour thoughts with youon 2018 and our outlook for2019 and beyond.

Highlights
2018 IN REVIEW

2018 saw a balancedoil market on average, thoughit loosened at the end of the year OPEC
(Organization ofthe Petroleum Exporting Countriesgicted rationallywith an output surgemid year,
responding to the threat of very tight markets andnsustainablyhigh prices,but their effort was
mistimed and coincided witHranianimport waivers andstrong US onshore supplil pricescorrected
sharplylower and the year ended with OPEC (and some of f@REC) introducing new quotas in orde
to re-balance the market in 2019.

The dominant thems for global oil markets last year were:

i)  Strong norOPEC supply growtled by US shaleProduction likelygrewby 2.4mbarrels per day
(b/day) with the US onshore delivering 1.6m b/dayn AverageWTI oil price of $&/barrel (bl)
was sufficient to incentize growth in the onshore oil rig count of 100 rigedund870rigsas of
Dec 2018) and significantift in completionsactivity. Productiongrew n Canada (+0.3m b/day)
and the rest of the United States (+0.5m b/day), offset by declines in Norw@ayng b/day) and
Mexico €0.1m b/day). Other large ne®@PEC producers like Brazil and China were flat.

i) OPEC aed rationally to balance themarket, but volatility persisted OPE€14 producton was
likelydown by 0.1m b/day with productiodeclinesin the first half followed by concertedsurge
of production in the second half. Venezuela, Angola and Iran saw production declines over
year whik Iraq, Kuwait, UAE and Sawdinedmarket share Saudidelivered record production
of 11.1m b/day in Noember2018.OPEC announcetew quotasin Decenber 2018in order to
maintain market balance in 2019

iii) Demand grew in line with initial expectations at 1.3m b/dayrhis comprisesnon-OECD
(Organization for Economic Gaperation and Developmentpil demandgrowth of 0.9m b/day
(with China up 0.5m b/dagnd India up @m b/day) andOECD oil demangrowth of 04m b/day.
Overall growth was consistent withe last five yeardNon-OECD demand gwth was tempered
due to higher oil prices and the strong US dalar ¢ KS Wf 233aQ 2F 2Af
vehicle substitutiorremainsnegligible.

Fornatural gas, 208 was a year dboth strongUSsupply and demand yielding a Henry Hub gas pfice
sub $3million cubic feet ificf) for most of the year. International gas markets were tighter thar
expected reflecting a combination afhortterm issues (weather, operational issues and highel|
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transportation costs) as well as a structural shift in eleity generation demand towards lower carbon
fuels

After a strong start to the year for energy equities in 2018xtreme commodity price weakness the
fourth quarterled the sector (MSCI World Energy Index) to finih8% and behind the broad marke
(MSCI Worldd.2%). Underlying energy company profitability continued to imprawe portfolio of energy
equitieslikely deliveredca 7%Return on CapitdEtmployedROCEnd 6% Fee Cash Flow (FG®@turn for
2018. Thebroader market remaiedskepticalof 1 KS A dza G Ayl oAt AG& 2F (K
keepingvaluatiors depressed.

OUTLOOK FOR 201

I  We expect OPEC to remain disciplined in its pursuihofmalizedoil inventories andwill seek
to manage theBrent oil priceat around$60/bl. OPEC are striving tyfR | WK I LILJR
the oil market where their own economics are better satisfied, the world economy is kept stal
and US oil production grows in a controlled manner.

I The US onshore shale system will grow strongly again this year, ujugtyover 1m b/day if
Brent averages $60/blE&Ps(Exploration & Productionyill continue toreact to oil pices
(despite higher levels of capital discipline) and growth will be hiilpeices are highelPermian
pipeline constraints will be solved by year esnatl oil service activity is likely to pick up as the
year progresses

1 Non-OPEC (ex US onshore) supply will hold up in@®dt will come under increasing pressure
as upstream cagx cuts from 20188 take effect A dearth of new project sanctions and
increasing decline rates on existing fields means that@&EC (ex Usishore supply will
stagnateto the end of the decade, even if oil pricesefrom here.

I Global oil demandwill depend on GDP growth, currently expected around 14m b/day if
GKS LacQa D5t 3f 206 | fThéfrdABGDIwil delivar fnosb obthe:growti2
in 2019, with China and India leading the waye will see morelectricvehiclessold thisyear,
but they will pose a negligible thre#d oil demand growth.

9 OECD oil inventorietikely to be similar to end2018 but the path will be bumpyLooking
further ahead, we believe that continued oil demand growth, and a decline iFQREC supply
outside theUS, will raise the call on the US shale system and @RERpectOPEC to manage
the market to a higher price thisenvironment.

I Global gas demand will grow handsomely again in 20dd by strong Asian GDP growth and a
shift in the region from coal to gas consumption by power utilities.

1 Energy equity valuations remain at depressed leveBn a relative pricéo-book (P/B)basis
(versus the S&P500), the valuation of energy equiitssat a50-yearlow, at 0.5xjust below
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level that it was at in February 2016 when Brent oil was $2%Welbelievethat improving ROCE
shoulddrive a higher P/Batio.

I Freecash flowremains apriority in 2019. Shareholder pressure for energy compartiedive
within cash flow, cover dividends and buyback shares should keep free cash $loarp focus
We expect improvements hereven in a static oil price environment

9 Looking ahead to 202@ith a $60 oil pricewe expect oil & gas companies to lable to grow
shareholder distributions meaningfully for the first time in a decad8uper majorsouldraise
distributions by50%, whilst midk large cap producers could raigeem by 100%.

1 Energy equities offer attractive upside if owil price and proitability scenarioplays out. If
you believe, as we do, iong term$60 Brent with ROCE and FCF Returns being sustainec
long run average levels, thehere should bet0-50% upside across tlemergy complg.

Review 0f2018

2018 was a year d@#vo halves for the oil markeOPEC complianaa their 2017quota cuts reached a levef

135%in February 2018causing global binventoriesto draw and spot prices to ris€ersistentproduction

declines from Venezuela combined with théarieat of stringent U$ed sanctions against Iratten led to
concernsthat there would bephysicaloil supply shortages in the second half of the ydaingng the spot

Brentoil price as high a$86/bl. Afterpressure from the US, andrealizationthat prices were unsustainably

high, OPEC (and Saudi in particular) delivered a surge of prodictios second half of the yeénat coincided

with the announcement of waivers for Iranian oil exports and a peak in US onshore shale oil supply. The ensuing
oversupply pushed oil and product inventories higheausng a sharp correction inspot oil prices. OPEC
responded bye-introdudng quotasfor 2019 to maintain reasonable prices for their members

Spotoil pricestraded in a wide range during the ye&rent oil started 2018t $67/bl before peaking a$86/bl

in early Octoberand thenfalling sharply to end the year &b4/bl, closeto its lows for the yearand down by
19%overthe year.The sharp drop in spot prices at the end of the year was accebbiat financial activity in
oil. Over the fourth quarter,hiie net long norcommercial crude oil futures open position (WTI) fell from
560,000 contracts to@,000 contractsThe average Brent spot oil price in 30&as ¥1.7/bl, $17/bl higher
than the 2017 average of $8.8/bl. WTI spot averageds®.9/bl, a discount of ¥bl to Brent asresurgent US
productionbrought numerous infrastructure issues amddened the discount tdrent. Also of note was the
fact that Canadianil prices, as measured by the West Canadian Select crude blend, averaged $88y6/bl
during the year dropping as low a$13.5/blin mid-November leading the Alberta government to instigate
production quotas for 2019.

There was also a marked change in the shape of the oil fuouregover the year. Bth Brent and WTinoving
from shallow backwardation to extreme backwardation by the middle of the ylean,swingingnto contango
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in the fourth quarter. Importantly, longer dated crude prices were more resilient, with the Brenly&ae
forward price finishing the year W% at $60/bl.

S/bl

Spot Brent
price

5year
forward
Brent price

——Brent 5 year forward oil price =——Brent oil price

Source: Bloomberg

The major componeis of oil supply/demand for 208 were as follows:

1 OPEC oil supplyneasured for OPET4, is lkely to havedecreasedy around0.1m b/day, averaging32.1m
b/day, versus32.2m b/dayin 2017. The losers included Venezuela, which suffesetiamatic production
decline (falling from 1.6m b/day at the start of the year to 1.2m b/daipéarember2018) together with
Angola (a decline of 0.1m b/day) and Iran (aliteecof 0.8m b/day predominantly at the end of the year
caused by USanctions). The winners were Saudi Arabia, Kuwait, UAE and Irag which together increased
production by 1.7m b/day toffset declines elsewhere. Afteseveralyears of problems..ibya and\Nigeria
also posted gains over the ye@PEC met in December 2018 and resolved to reduce their supply by around
0.7m b/day in 2019, effectively reversing the surge of production brought on in the middle of 2018 to
balance the impact of Iranian sanctioring the yearSaudidelayedits planned IPO of Saudi Aramco that
Qatar announced its intention tieave OPEC.

1 Non-OPEC oil supplis likely to havegrown by 2.4m b/day over the yaa(60.4m b/day, versus 8.0m
b/day in 2017) and wagdriven almostentirely by growth from the US onshqr€anadaand Russia. US
onshoreoil supply is expected to have averaged 8.7m b/day in 2018, delivering a re&ondbiday
growth for the year asWTloil pricesof $60/bl and aboveincentivizedan increase of 100il directed
drilling rigs in the first half of 201@&round870 rigs as of December 2018hcreases in production were
also reported in Canada (+0.3m b/day) ahd remainder of the United States (+0.%fday), offset by
declines inNorway (-0.1m b/day)and Mexico {0.1m b/day) while other large ne®PEC producers like
Brazil and Chinenanaged to keep production flat.

1 Global oil demandis estimatedto have grown by around 3.m b/day in 2018, according to the
International Energy AgencyE@. Thiscomprisesnon-OECD oil demandrowth of 0.9m b/day (with
China u.5m b/dayand India u®.2m b/day) andOECD oil demangdrowth of 04m b/day. If confirmed,
thesefinal figureswill be in line with theforecasts for 2018 that wermade at thebeginningof the year.
NonOECD demand growth was tempered somewhat due tognigh prices and the strong US dollar in
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the middle of the year. OECD demand growth dhb/day in 2018 was at the lower end of the recent
historic range, reflecting a greater lewalprice elasticity.

1 OECD oil inventorieat the end ofNovember2018 were estimated to be a2,873 million barrels,down
from 2,903 million barrelsa year before but still 7% above the20052014 averagelevel We expect
inventories b end 2018 broadlylat with the end of 2017 having been undersupplied ayound 03m
b/dayin 2017.

Fornatural gas 2018 was ayear offurther divergence between the US, Europe and Asidhe US, the gas
pricewasanchoredsub$3/mcf until prices spikedbriefly to $4.8/mcfin early Novembeas a result of the onset

of colder weather and lowdevels of naturapas in storage. The stronger end to the year brought the average
gas price tdb3.07/mcf (up from$3.02/mcfin 2017) butongerterm gasprices (such as the five year forward
gas pricepaw less price increase as a $3/mite was deemedulfficient to justify new drilling to offset lower
inventorylevels

Outside the US, gas priceere substantially higher, with Europe averagangund$8/mcfand Asia averaging
around $10/ntf. Thanks to strong Asian demand, a feagddt of liquified natural gasL(NG supplynever
transpired. Insteadthe global gas industrgmbraced anext phase of LNG liquefaction projects to satisfy the
longerterm energydecarbonizatiortargets of China and many developing countrieso newUS LNG plants
with 1 billion cubic feet (Bf)/day of capacitycame into operation but 2019 is expected to ®desubstantially
bigger year of LNG export capacity increddeewide North American/Internationafjasprice arbitrage led to
the sanctionn Octoberof a newLNG projecin Canada

After a strongfirst three-quarters ofthe year forenergy equitiesin 2018, the commaodity price weaknesa

the fourth quarterled the sector(MSCI World Energy Indete) finish-15.8% and behind thebroad market
(MSCI World8.2%) It was noticeable that mergy equities did not react to the increasing spot oil price in the
beginning of 20&. It was only whethe long-datedoil price started to move up, ithe second quarter c2018,
that the sector started to gain tractiofthe MSCI World Energy Index wasliips 8% ahead of the MSCI World
index by the end oMay 2018. However, the severity of the spot price decline a& #nd of the year reversed
the outperformance, and morevaluation appears subdued relative to theproving levels of free cash flow
and return on capital employeflom our portfolio of energy equitieand thesharpenergy equity correction

in the fourthquarter only served to increasé K S Y Isképti@sin@wiardsthe improving return on capital
andfree cashflow generationof the sector

As everthe performance of the MSCI World Energy Index was only part of the ston20iBtbeing a year of
extreme divergence between the energguity subsectors.
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Global energy equity subsectors: median total return in 2018 (¢
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A quick tour of some of the main energy ssictors paints a picture for theverallperformanceof energy
equitiesin 2018:

1 Integrated oil and gas companieagain deliveredabove average performanceEmerging Market
integratedcompaniesoutperformed the developedmarketintegratedcompanies, and all were strong
versus other subsector©n average, thé A 3  Wp Q ol dndi§aNdom@aiesl(Exxon, Chevron,
Royal Dutch Shell, TOTAL and &ivered a total return of8% as theirimproving underlying
financial profitability(and commitment to capital discipline, growing dividends and share buybacks
provided relative supporagainst an extremely wedhkurth quarterenvironment.

91 Oil refinersalso deliveredelatively bettershare price performanceeflecting the generally strong oil
product demand environment, an@dn eye tothe expanded distillate margins resulting from
International Maritime OrganizatioriNIO) 2020regulations European refining was the stronsjeof
the three regions.

1 Renewabledelivered a mixed bag of performance with those companies involved in the generation
of renewable energy delivering small positive returns while those involved in the electrification of
energy demandincluding those companies involved in thkectric vehicle supply chain) delivered
negativereturns of-20% to-30%.

1 Exploration and productiomwasa poorer performerTypically, norNorth American E&Ps fared a little
better, being exposed to global Brent oil prices rather than Wvites butwere still down by around
20%.The worst returns were delivered from the North American onshore E&P sectorpuiithoil
and gasoriented E&Ps based in both Canada and the United States delivering retufi@8/ofo-50%
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range over the year. The Bakkeriented E&Ps were the better performers in the region but were still
down 25% over the year.

1 Energy servicesvere also particularly weakNorth American onshore oil services providarsd
pressure pumpergell by 60%o0r more, as excess capacity trumped ttise in activity BEven the large
capdiversifiedservice providerse(g. Halliburton Schlumbergeand Baker Hughes G#eclined by
over 40%. The international service industry fared slightly better but even the best performing sub
sectors herediversifed offshore services andengineering &onstruction companies) were down by
24%.

TheGuinnessAtkinson Global Energy Funih 2018 produced a toal return of-19.®4 This compares to the

total return of theMSCI World Energy Index-@6.8%. Thaundemerformance of the Fund versus the Indsx
disappointing andan be explaineih broad termsby theL Yy RSE Q& KSIF @& O02YLRaAGA2Y 0 A
LENIF2fA20 (G261 NR22NKRS 2643 TROSI ¥a @RISNI Yy A S-tapor ¢ KS | O
in 2018 was8%, compared te42% for the E&P secto4% for the energy services sector at8% for the

refining sector. Regular observers of the energy fund sectorewitignizethis explanation as havgrecurred

often over the last five yea. Put simply, in the energy bear market that has persisted since 2014, large
defensive integrated oil & gas companies have offered a defensive haven that other sectors have not come

close to matching

Supermajors relative performance ¥he medianE&P Srvicesand Refining company
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30%
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o
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SourceBloomberg

On a stock by stock bagisthe fund we saw particularly strong peeelative performance from ConocoPhillips
(+16%) as the market rewarded the delivery of growth together with dividend and dhayback increases
and from Equinor (previously Statoil2%) as capex was restrained and the economics of new projects
continued to improve. CNOGd Gazpronperformed well(+12%and+13% respectively{sazprom enjoying
elevated European gas pricegjile ENI and TOTAL were the besbaf developedmarketintegratedoils.

It was a very poor year for our two diversified oil services companies (Schlumberger and Halliburton) that were
both down by 45%. Given the positive lorgrm outlook for the North Amecian onshoreil and gasndustry,

we were surprised to see suckevereequity weakness. Devon Energynd Newfield Exploration45% and
-54%respectively) were noticeably weak within the poorly performing US onshore E&P sdtitotheir
underperformance refledng a combination of weak regional pricing, negatiegional politics or poorly
performing assets.
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Performance as of 12/31/18

1 3 5

2018 Year Yearg Years*
Global Energy Fund  -18.92% -18.92% 0.63%  -9.77% 2.46%

MSCI World Energy  -15.846 -15.8%0 3.7% -5.26% 2.6%%0
IndexNet Return

*Periods over 1 year are annualized returns

Performance data quoted represents past performance; past performance does not guarantee
NBadzZ Gad ¢KS Ay@SadtGyYSyid NBGdZNY FyR LINAyYyOA LN
shares, when redeemed, may be worth more or less thaim briginal cost. Current performance of t
fund may be lower or higher than the performance quoted. Performance data current to the most
month end may be obtained by calling 8805-6566 and/or visitingvww.gafunds.com

Prospectus expense ratio62% (gros9, 1.45%(net) The Advisor has contractually agreed to reimbu
expenses (excluding Acquired Fund Fees and Expenses, interest, taxes, dividends on short pos
extraordinary expenses) in orderlimit the Fund's Total Annual Operating expenses to 1.45% through
30, 2019.

As of November 2018, tid¢SCI World Energy Indibet return was used instead of the Gross RetM&CI
World Energy IndeiXdet Return reflects deduction for withholding tax beflects no deduction for fees ar
expenses. Net Return is net of local withholding taxes that any investor would typically pay
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TheCQutlook for 2019
Oil supply

The world oil supplyoutlook in 2019 is, in many ways, unchanged from the outlook that we have seen in
previous years as US onshore shalésdikelyto grow (though this will be sensitive to pricejomplemented

by small growthfrom the rest of the norfOPEC worldBoth will be balanced gainstlower OPEC growttiueto
quota reductions as well as declining production from a number of maturing countriese W&ilonshore
investment willbe a destination for capitalwe expect the remainder of the world to suffer from lower
reinvestment which willshow through in maturingnternationalproduction profilesn coming years.

OPEC oil supply

Similar to 2017, OPEC starts the year withmarket focusing otheir ability to deliver orpromisedproduction
quota cuts(this time of 0.8m b/day)We see tte cuts agreedat adifficult OPEC meeting in December 2018
as a stepon the path towardsachievwng an oil price in 2019 whicteasonably satisfie® PE@&conomiesas a
whole but that does not cause excess US onshore supply or lower global oil derttamitl be a difficult path
to tread.

OPE€l4 (including Congo and excluding Qatar)
. T (mbiday)  mnb/d mnb/d Adjustment % adjustment
production for October 2018 wa324m b/day; a saydi 10.65 10.33 -0.32 -3.0%
record level for the yearThe cut annownced in Iran 334 334 Exempt  0.0%
. Iraq 4.65 451 -0.14 -3.0%
Decemberof 0.8m b/day(relative to the October e 321 311 010  -3.0%
production)wasnot allocated between individual Kuwait 2.76 268 -0.08  -3.0%
. . . igeria 1.67 1.62 -0.05 n/a
countries We expect Saudi, Kuwait and the UAk, \czuela 126 126  Exempt  0.0%
to cut more(as they have in recent cutbecause Angola 150 146 -0.05  -3.0%
. . s Libya 1.07 1.07 Exempt n/a
they have enjoyed highemarket sharewithin Algeria 107 104 003 -3.0%
OPECIn recent years.The three countrie Equitorial Guinea 013 013 0.00 -3.0%
: . congo 032 031 001 -3.0%
represented 53% qf OPEC4 pr_oduct|on N Sobon 015 018 00l -3.0%
November2018 having beerd9% inNovember Ecuador 052 050 002 -3.0%
OPEC-14 3235 3154 -0.80 -25%

2014 We expectOPEQGo comply with the new
quotas, and the divide in the organization SourcelEA, Bloombergdsuinnes#tkinsonFunds
betweenWK | @S th@W K [ yARS to eoiné €earer cut,

with swing productiorbeing carried out by a small number ¢ Saudi Arabia

core Middle Eastern producers. 11,500 -

11,000 -
We continue tobelieve that SaudiArabia is attempting to 10,500 -

>
manag the oil price in a rational fashionmaximizing 2 10,000 -
revenues by supportings high a price as possible that doe § 9,500 -
not over-stimulate US shale oil productioiccording to the 8 2'282

IEA Saudi achieved record production afi..Im b/day in 8,000 -
November 2018and we question whether tliis surge in 7,500
production (up0.6m b/day over two month3 came fom
underlying productiormand how much came from dstocking

Jun-2010
Jun-2011
Jun-2012
Jun-20131
Jun-2014
Jun-20151
Jun-2016
Jun-2017
Jun-20187
Jun-2019-

SourceBloomberg
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We are not convinced that Saudi could keep this production level for a sustained ,pehimad a global oil
supply shock emerge.

Theproblem countriesfor OPEC in 2019 wiilkely be mostly Venezuela and Irgnvith Libya and Nigeriatill
being area®f supply riskAs of November 2018hése countries together produce a total @h b/daywith a

market share o22% (downfrom 26% market share in November 20L¥eflecting a combination of paical,
economic, social or technical issues.

InVenezuelaa bek of investmenandlow oil field activityis the Venezuela
key issue behind the rapidly falling production leyelew at a 2.400 |
fifty year low. The economic stress of low oil price: ;549 |
compounded by US sanctions, has led to shafplyer oil & 2,000

production and caused the economy to halve over the last f 3 1,800 -
years There has been insufficient diluent to allow the Orinoi§ 160 |

S o . . 1,400 -
belt heavy oil fields to maintainproduction while low 1200
reinvestment has causea@finery capacity to become unusable 1’000
. . VO~ w3 v & & & &
and even the main refining complex opad at only 30% S 85 8 5 5 5 2 2 2 o
. . S I - g 8 ¥ 9§ § g § g q &
capacity during 2018While Hgher oil pricescould facilitate S £ 5§ 5 £ S 5 £ s s
bl v = bl - bl bl - bl bl

higher reinvestmentwe note thatseveralW2 A f G 2R n 1»a v

with Russia and China will limit the ability for Venezuela ScurceBloomberg
rebalance the economy and invest back in the oil fields as oil sales

cash flows are used to service the outstanding deWtih inflation running at 1,370,000% and Glikely to
weaken @irther in 2019 it is unlikely thavVenezuelan productiowill improve any time during 2019

Forlran, oil production in 2019 will depend upon the exten
to which the US imposes sanctions on oil exports. In Octo 4 g9 .
2018, the USgranted eightwaivers to allow Iraian oil 3,800 -
importers fiotably Korea,Chinaand India) to import Iranian & g’igg:
crude oilfor a further six monthslf the waiversare not 2 3:200,
extended, Iranian oil production could fall to less than 2.t § 3,000 -
b/day in mid-2019 The outlookis far from clear aBresident 2,800 1

2,600 -
Trumpattempts tobalance a strong line against Iraith a 2.400

Iran

O dH & h ¥ ih © K~ o &

domestic agendaf low gasoline pricegranian productionis S S8 8§ 88 &8 8 8 8
. c o j c c c c = c c

already0.8m b/day below themid 2018 peak of 3.8m Hay 333333332323

andremains a wild card for the year ahead. SourceBloomberg
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Qil productionfrom Libyahascontinued to be volatilen 2018

andis worthy of discussiobecauseve believe that the country  Libya
isexempt from the 201©DPE@roduction quotas. A number of iggg
political agreements(and the promise of UN-sponsored 1400
elections being held in 20)%ave improved the security iégg
environmentand allowed production to recover tbim b/day 800 -
(close to the precrisis capacity level of around 1.5m b/day 288
Given the scale of the conflict, we belietleat production 208’
infrastructure has beenimpaired, and we do not expeca

return to precrisis levelof 1.5m b/dayin the near term.As
such,there is limited upside to production from heasd more
risk of a swing lowelWe see a similar situation favigeria ~ SourceBloomberg
where producton has improved steadily through 2017 and

2018 and now sits at 1.8m b/day, a three high. Nigeria

2,400 -
2,200 -
2,000

000 bbl/day

Jun-2010
Jun-2011
Jun-2012{
Jun-2013;
Jun-20141
Jun-2015{
Jun-2016
Jun-20174
Jun-2018-
Jun-2019°

We see thepotential for further declinesin Angola production
(as a result oflow reinvestmentin new fields) while Iraqi
production maintains robudevels as a result of a high level (3

new redevelopments starting. 1,400
1,200 -

1,000

1,800 -
1,600 -

bbl/day

While the market will focus on compliance with2019
production quotas, we must not forget the risk of escalate
political instability within OPE@nd the increasedconflict
0SGsSSy G(KS WKI@SaQ EkofgRnizitignS SourceBloomberg Yy 0K

2018 witnessed further Shi&unni tensions in the region and we

NEYAYR 2dNBSt @Sa GKFG Ffyzad Ftt 2F {FdzZRAQa 2Af 2 dzil
SunniShia wars are either brewing or being fought in Syria, the Yemen and the Lebanon and the risk of
associatedsupply disruptiorhas increased

Jun-2010

Jun-2011 -
Jun-2012 -
Jun-2013 -
Jun-2014 -
Jun-2015 -
Jun-2016 -
Jun-2017 -
Jun-2018

Jun-2019

Longer termwe expeclOPE@roduction capacityo stagnate A hiatus in investment in 201%018 means that

there will be close to zero new capacity added in OPEC countribge 20202022 period; a sharp reduction

versus the 1m b/day or so of new production capacity per annum that has been added over the last ten years.
Thelongterm investment cycle of the oil and gas industry implies that this capacity shortfall canoididy

replaced With OPEC spare capacity already likely to be less than 2m b/day leMehdgeeterm outlook for

spare capacity remains under questand wey 2 1S G KS L9! Qa NBOSy(d NBRdA2OUGAZ2Y
capacity. Tis leads us to believe that world oil marketg vulnerable t®®PEC supply disruptié@mthe coming

years.
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Major OPEC project staiips OPEC capacity forecast (per the IEA)
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In the near termSaudiArabia(as de faah leader of OPEGgcognizeshat 10m b/day of production ah $60-

$70/bloil pricecreates more revenue than 11m b/day at $50/bl and thherefore,Saudishould &rget a price
that maximizegheir revenuewhile supportingworld oil demand growthand sustainablesupplygrowth from

the US onshore shale industry.

US onshore (shale) oil supply

Recent performance from the US onshore (shale) industigws clearlythat the US has the resourand
capabilityto grow oil productiorhandsomely, at the right pricé& he short cycle nature of the industry ensures
that the US onshore will react to higheil prices with greater investment (in drilling afrdcturingactivity)
and deliverprice-responsiveproduction

L . '000s bfday US onshore ail production '000s b/day
growth within a 612 month timeframe
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onshore spply indicategecordleading
edge growth ofl.6m b/day between
Octobe 2017 andOctober2018. The US "%
system has adapted to lower oil pr&e ;s
andiswell placed to continue to deliver

growth with the nexus of activity being o
the Permian Basjnwhere shale oil #s5m
production has increased from.8m TS S55888588888888
b/day in early 2016to 4m b/day SourceElA, Bloomberg and Guinness Atkinson estimates
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We maintain our view thatdditional LSoil supply will beéncentivizedby higher oil prices and thaf,Brent oil
prices are sustained in a $80/bl range, the USrshore system will deliver supply growth of between 0.6 and
1.2m b/day An average Brent oil price of &bl in 2018 has taken annual growth in 2018 to arourthib/day
greater than 2017Structural improvements in terms
of the length of laterals being tled, the speed of
price drilling and the intensity and location of fracturing
$30-40/bl Declining 0.3-0.5m b/day jobs all mean that the US is delivering more
production and reserves per dollar invested than it

40-50/bl Broadly flat . . L
» / y was in thepreviouspeak of activity in 2013/14.
S50-60/bl Increasing around 0.6-1.2m b/day
In the short term, here have been pipeline and other
560-70/bl Increasing around 1.2-1.6m b/day  jnasiructureconstraintsin 2018 and we sefirther

infrastructure constraints in 2019 as the Permian groMewever, auild outof 2.8n b/day of new pipeline
capacity byQ32020means that there is sufficient room f@ermianshale oigrowth to continue through 2020.

Look further forward, as more shale wells are drilled the underlgimgualdecline of US oil production will
increasemeaning thata larger number ofvells willneedto be drilled every year tdeliver afixed level of
production growth On the assumption that the US onshore oil industry continues to deliver top line growth of
around 1.2m b/day, new annual production of over 2m b/d will be needed just to offset the decline from
existing shale wells in 2022ny growth will then have to be added on top of thikisimplies that actual oil

field activity will need to continue to increase further and, while US companiesnaentivizedto deliver the

new growth, it idikely put severe strain on thiedustry and itsnfrastructurein order todeliver this.

In summarywe expectUS shale oil to bavailablein the near ternto dampenanyshorterterm oil price pikes
0dzi Ayid2 GKS SyR 27F (oK3KRSBfoRSWbstantFhighe@eépentlingdrythel K S
maturation of traditional norFOPEC and OPEC productio

Non-OPEEex US onshoreoil supply

Despite representing over haif world oil supplydstimated51.7m b/day in 208), non-OPE(ex USonshore)
productionreceives relativellittle attention and is, we believe, sleepiking towards a muliyear production
decline as a result of low reinvestment levels.

Upstream capital expenditure growth, having been down 31% in 2016 and down 26% in 2015, has not
recovered particularly ineither 2017 or 2018. While cost deflation (approx. 25%) and project
streamliningstandardizatiorhas improved offshorg@roject economics, we still see a muted outlook faw

oil fieldinvestment. Without higher levels of capex, we believe that oil pradadrom this broad area in the
coming five years will face an uncertain outlookeasstingproduction continues to decline and new project
start-ups remains muted at best.

The simple fact is thdhere are bettershort-term project returns available frorimvestmentsn the US onshore

than there are in a typical deepwater offshore projettthe current time Even ifproject level forecast
investment returnsare similar, we believe that the substantially longer cash flow payback profile of the typical
deepwater project (together with higher technical, political and fiscal risks) means that operators will continue
to favorthe USonshore for incremental investments.
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Major non-OPEC (ek)S) project starfup schedule Non-OPEC (ekS) supply: 201:2022
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Source: Bloomberg; GuinnestkinsonFunds Source: Bloomberg; GuinneskinsonFunds

The neasterm production profile for noFOPEC (ex UShishore) has remained reasonably healthy as those
projects that were sanctioned as late as 2@b#ne into production and deliver growth through 2018 and 2019.
Beyond 2019, we believe that the slowdown will become more obvious and that the region will likely suffer a
number of years of flat to declining production. Any shortfall will need to be tbéiker via greater OPEC
production, greater US onshore production or lower oil demand growth. Whilst this may not be impacting
world oil markets today, there is increasing risk of a-@PEC (ex UBnshore) supply shortage over the next

few years.
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Oil demand

According to the IEAylobal oil demand for 2018 will end up at around 1.3m b/dayine with forecasts made
at the start of the yearThe IEA are forecastirglightly highergrowth in oil demand in 2(4, around 14m
b/day, and consistenwith the average annuajlobal oildemand growth seen since 2012.

As has been the pattern for many years, oil demand growth was biased to developing markets, with China and
India contributing a significant share:

1 China oil demand exceeded 13m b/day in 2018 (up from 9.9m b/day in a@diZ)as grown lockstep
with overall economic growthDespite fears oveGDPslowdown andindividual areasof weak
economic data, Chinese oil demand growth remains solid. We expelgroand to continue to grow
as China stays focused on the transitafthe economy away from coal demand (current representing
60% of overall energy demand) towardi, natural gas and renewableSrength in demand from the
aviation sectoy personal tansportationand other personal demand is expected to draiedemand
growth up another Gtm b/day in 2019

1 Indian oil demand was particularly strong at the start of 2018 but the rate of demand growth fell mid
year as a result of higher oil prices and weakness in the Indian Rogesinghigher domestic oil
productprices. Later in 2018, demand appears to have recovered and the expectation is that 2019 oil
demand growth will be around 8m b/day, slightlyhigher than that delivered in 2018Representing
17.7% of the world population and only 5% of world oil demand, there is scope for a tremendous
increase in oil demand should per capita consumption achieve the same, albeit low by a global
standard, levels as @ta.

World oil demand 200419E

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018E 2019E

OECD demand IEA IEA
North America 257 258 245 258 245 237 241 240 236 242 242 246 249 251 255 258
Europe 156 157 157 156 155 147 147 143 138 136 135 138 140 143 143 144
Pacific 8.8 8.9 8.7 8.7 8.3 8.0 8.2 8.2 8.5 8.3 8.1 8.1 8.1 8.1 8.0 7.9
Total OECD 50.1 504 489 50.1 483 464 470 465 459 461 458 465 47.0 474 478 481
Change in OECD demand 03 -15 12 -18 -19 06 -05 -06 02 -03 07 0.5 0.4 0.4 0.3
NON-OECD demand

FSU 3.8 39 4.0 4.0 4.2 4.0 4.1 4.4 4.6 4.5 4.6 4.6 45 45 4.7 4.8
Europe 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.8 0.8
China 6.4 6.7 7.2 7.6 7.7 7.9 8.9 9.3 99 104 108 116 120 126 131 135
India 2.6 2.6 2.7 2.9 3.1 3.2 3.3 35 3.7 3.7 3.8 4.2 4.4 4.6 4.8 5.1
Other Asia 6.4 6.4 6.6 6.9 6.8 7.1 7.5 7.6 7.6 7.9 8.0 8.2 8.6 8.8 8.7 9.0
Latin America 4.9 5.0 5.2 5.3 5.6 5.7 6.1 6.2 6.5 6.6 6.8 6.7 6.4 6.5 6.4 6.3
Middle East 55 5.9 6.1 6.4 6.7 7.1 7.3 7.5 7.9 8.0 8.4 8.4 8.5 8.5 8.4 8.5
Africa 2.8 2.9 2.9 3.3 3.3 3.4 3.5 3.5 3.8 3.8 3.9 4.3 4.3 4.3 4.3 4.4
Total Non-OECD 331 341 354 371 381 391 414 427 448 456 474 486 494 505 514 525
Change in non-OECD demand 1.0 13 17 1.0 1.0 2.3 13 2.1 0.8 1.8 1.2 0.8 11 0.9 11
Total Demand 825 838 851 872 864 85 884 892 907 917 931 951 964 979 99.2 100.6
Change in demand 1.3 13 21 -08 -09 29 0.8 15 1.0 1.4 2.0 1.3 15 13 1.4

Source: IEA; Guinne&tkinsonFunds
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OECD demand growth ofdin b/day in 2018 was at the lower end of the recent historic range, reflecting a
greatersensitivity to higher oil prices than the n@ECDDespitegrumblingfrom President Trump abodtiel

prices being too high, we note that US gasoline prices are comfortably within the historic range, cheap in a
global context and cheap relative WS consumepersonal disposable income.

US retail gasoline price(US$/gallon)
Globally ¢S 0SSt ASGS doedivalu®@s ~,. .
commodity. Based on an oil price (weighted blend
Brent and WTI) of around 6®/bl in 2018, we
calculate that the world spentist under 3%of GDP
on oil, broadly in line with the30-year average.If
Brent averages $60/tihis year we expect the GDF:
intensity to fall toa very comfortable level of arounc 2

5l

T 20

2.5%.We believe that oil would need to increase té
around $100/bl, reflecting 4% of world GDROR0, 5 4 & L o & 2 = & = = © & &~ % 2
if it were to have a noticeable negative impact c s S B E3EERREREEER S
the global economyWhile high oil prices are oftera
contributing factor to economic slowdowns and
recessionspur analysis suggests thatprice of around $60/blould not be particularly stressfulor the global
economy.
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¢KS L9! Qa F2NBOFad F2N) 3t206lrft 2Af RSYFYR 3INRBGUK Ay
growth forecast of 3.5%down from 3.7% in 201&\s we write, there are increasing questions owbethera

greater slowdown in the world econoniy coming The analysis we perform on the sensitivity of oil demand

to GDP and price (adjusting for the relationsinighe OECD being different to that in the R@ECD) tells us

that if global GDP slowed to around 3%, this would reduce oil demand growth to around 1m b/day. A deeper
GDP slowdown to 2%gonsistent say with the 1992/93 recession) would likely reduce oilashel growth to

around 0.5m b/day. In these scenarios, OECD oil demand would fall into negative territory, bOEDGIN
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demand would likely stay positive. Indeed, it remains a remarkable thought thaO&®D demand grew by
1m b/day in each of the worst yesof the 2008/09 financial crisis.

Looking longer term, the key issue for global oil demand is the electrification of personal transportation. In

2018, we saw more automobile manufacturers announce increasing ranges of Electric Vehicles (EVS),
governmentsand capital cities introduckng dated targets for banning the sales of H6Yis and we also saw

GKS aidI NI 2F O2YYSNDALI f electitReRideOdvéradl ywe Bae notShafigedbar a 2 RS f
outlook for the E\substitutionthreat and believe tht oil productdemand (gasoline and diesel) for personal
transportation will peak in the late 2020s, shortly after improvements in battery technology allow B¥s to

price competitive with internal combustion engine vehicles. We expect the @tteasof dobal oil demand

such as petrochemicals and aviation, to continue to grow with global &idRhe net of this activity suggests

apeak in global oil demand in the mid 2038smewhere between 110m and 120m b/day

Oil inventories and conclusions

As everthe picture of oil supply and demand in Z0Wwill be dynamic, depending on pricOPEC delivery,
corporate behaviorand macreeconomic factorsOur base case for 2019, making assumptions for the key
sensitivities discussed in this report, is that the waildmarketwill remain roughly in balanc&his is based on
the assumption that OPEC production Wwél down slightlyon average and that global oil demand growth will be
offsetby arise in US onshore producti@md other norROPEC countries

OECD oil andil product inventories
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SourceBloomberg, IEA and Guinness Atkinson estimates

Reconciling our base case view on supply and demand with the current state of OECD inventories, we expect
inventories tostay around flatThe state of inventories the middle of the yeartogether with oil prices will be

key factors for Saudind other participating producers in deciding whether to continue with the adopted quota

cuts orstart to taper themWe expect that the level of US shale activity will beazitin their decision making at

that time.

GUINNESS ATKINSON 17

F UN D S



2019: Outlook for Energy

OPEC are striving tmél alHappy mediungior the oil market where their own economics are better satisfied, the
world economy is kept stable and US oil production grows in a controlled mahingent a supply shock,ew
believe thatthe Brentoil pricethat achieves thign 2019 isaround $60/blLooking further ahead, we believe that
continued oil demand growth, and a decline in FOREC supply outside the US, will raise the call on the US shale
system and OPEC, and allow OPEC to manage the market to a higher price.

Natural gas markets

USnhatural gas

The US natural gas markeasundersupplied in 2018 with natural gas inventorey RA Y3 (G KS QAy 2SO0
on November 12018 around 600 Bcf below the five year average level; the lowest level heading into winter

since 2005TheHenry Hub gs price was anchored sub $3/mcf for most of the year, until prices spiked to
$4.8/mcf in early November as a result of the onset of colder weatthgether with the low storage levels

The key featuresvere:

9 Strong growth irassociated (byroduct) gasupplyfrom shale oil production;

1 A return to strong growthin low-cost Marcellus andheighboringUtica fields in the nortkeast of the
countryas pipeline infrastructure came into operation;

9 Very strong demandrowth; including LNG export$he biggest contributors being power generation (hot
summerandstartzLd 2 F Yy dzYSNRdza 3L & LI Fyda AYyONBlFaAy3a Il aqQ
growth and petrochemical plant statips), and LNG exports (opening of neypa@x terminals).

Theoutlook for natural gagn the USn 2019 is US natural gas production
likely to be defined byariousfactors:

Total onshore gas production (including
associated gas and the Marcellus) has grown by -
33 Bef/day (52%) since end of 2010

9 A significant rise in onshore production, g
another year of strong shale oil productio
growth brings with it around 3 Bcf/day of : ‘
associated gas productionin addition, e
continued growth of supply from the
Marcellus/Utica fields(as infrastructure

Dry gas (ex associated gas and ex Marcellus)
peaked inNov 2011 at 44 Bcf/day; today it is

bottlenecks are further overcome) down at 33 Bcl/day

assuming thatocal price differentialstay
close enough toWy I GA2Y Il f Q
pricing SourceBloomberg, EIA and Guinness Atkinson estimates

9 Further sustained strong demand growth of around 4 Bcf/day, assuming prices remain around $3/mcf.
Normalizedweather would keep a cap on power generation demand, but there should be a surge in LNG
exports (c.3 Bcf/day, see losv), as a wave of new export terminals come into service.
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