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The growth in productivity across the U.S. oil & gas industry has been unprecedented, with record production of crude oil, natural gas,
and natural gas liquids (NGLs) driving transport, storage, and processing volumes across the entire midstream sector. At this stage of
the cycle, we think it's natural to beg the question, “can the growth continue?” We believe it can. While it’s difficult to accurately forecast
future consumption trends, we believe there remain a bevy of key opportunities to drive growth. These include themes such as the rise
of U.S. liquefied natural gas (LNG) exports and the recent surge in Al-related power demand. We think midstream oil & gas remains
aptly positioned to benefit from these trends for years to come.

Key Takeaways

— U.S. power demand is projected to grow 47% by 20407; we believe natural gas will continue to maintain its position as the
dominant energy source, supporting the continued growth of North American energy infrastructure.

— Overseas natural gas demand gave rise to a booming export market for North American LNG, with export capacity projected
to more than double by 2028.2 A supportive U.S. administration further enhances our outlook for the sector.

— The influx of Al-driven data center expansions birthed an unexpected spike in demand growth, spurring a wave of new
energy investments. Recent midstream earnings calls corroborate the ramp-up in natural gas demand.

Natural Gas: An Essential Component of the Power Grid

The United States is undergoing an unprecedented surge in power consumption. After three decades of nearly flat demand growth,
U.S. electricity demand is forecast to grow by as much as 47% between now and 2040. This spike presents significant challenges for
grid infrastructure and energy security, necessitating a comprehensive energy response— with natural gas playing a central role in
meeting demand.

Among the primary energy sources, we believe that natural gas remains the most cost-efficient solution for addressing power needs. Its
established distribution network, relative abundance, and reliability in power generation puts it among the most practical options.
Natural gas serves as both a foundation for base load power and a complement to cheap yet intermittent renewable energy, providing
versatile applications across various grid systems.

Over the past decade, natural gas captured the majority of incremental power demand growth. Its market share expanded from 28% in
2014 to 42.5% in 2024, primarily at the expense of retiring coal plants, which declined from nearly 50% of U.S. power generation
capacity in 2008 to just 16.2% in 2023. From 2016-2023, natural gas accounted for roughly one-third of the incremental growth in power
demand, capturing nearly 33.4% of all new power generation capacity.?

We believe the North American midstream industry is optimally positioned to capitalize on the recent surge in power consumption and
the United States’ ascendance as the world’s largest LNG exporter. Over the past few years, the sector has generated substantial free
cash flow, driven by record energy production. This cashflow has been returned to shareholders through share buybacks and
distribution hikes, while also being reinvested in strategic growth opportunities, such as expanding processing and export capacity to
meet rising demand for LNG and NGLs. Although midstream valuations have expanded in recent years, we think they remain justified
by robust earnings, attractive distributions, and the promising growth opportunities we see ahead.
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U.S. ELECTRICITY GENERATION BY MAJOR ENERGY SOURCE, 1951-2023
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Sources: Global X ETFs with information derived from: the U.S. Energy Information Administration, Monthly Energy Review, February 2024.
Note: Includes generation from power plants with at least 1 megawatt electric generation capacity.

The Rise of LNG Bolsters U.S. Energy Dominance

Global demand for LNG is projected to rise nearly 50% by 2040,* driven by rising consumption among Asian markets, geopolitical shifts
in Europe, and growing needs from key trading partners. Asia remains the largest consumer, accounting for roughly 70% of global LNG
demand in 2024.5 In Europe, U.S. LNG exports offset nearly half the loss of Russian gas supplies in the immediate aftermath of the
Russia-Ukraine invasion, underscoring its importance as a strategic component of U.S. policy. Regional supply shortages, combined
with geographic and political constraints, have further amplified global demand for LNG.

We believe that the strong international demand for U.S. LNG exports is most clearly illustrated by the significant price spreads
between the Title Transfer Facility (TTF) in Europe and Henry Hub in the United States, which serve as the primary price benchmarks
for their respective regions. As of January 22, Dutch TTF prices remain substantially higher than U.S. Henry Hub prices, at $14.57
MMBtu versus $3.89.6 Similar price differentials can be observed across U.K. and Asian natural gas hubs, highlighting the lucrative
profit opportunities for U.S. LNG players, which include notable midstream names like Cheniere Energy and Venture Global.

According to S&P Global's base case forecast, more than 100 million metric tonnes per annum (MMtpa) of additional global LNG supply
capacity will be required to meet growing global demand by 2040.7 The United States is well-positioned to address this surge in
demand. Following the lifting of the previous administration’s pause on new LNG permitting, U.S. LNG projects are expected to
advance, potentially doubling capacity by 2028. Among leading LNG exporters, which include Australia and Qatar, the U.S. is projected
to account for nearly ~75% of LNG final investment decisions (FIDs) in 2025, potentially doubling its market share by 2030.8

Finally, we believe the inauguration of the new U.S. administration ushers in a new period of positivity for North American midstream.
While new LNG projects take years to deploy, we believe the removal of the Biden-era caps on LNG permitting will allow existing
applications to resume, thereby raising the industry’s overall growth outlook. The new administration’s permissive stance toward LNG
presents management teams with greater certainty over the medium term, easing regulatory concerns that might otherwise impede
project decisions; we believe this could introduce the potential for additional investments should demand growth persist.
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U.S. LNG EXPORTS AND NATURAL GAS BENCHMARK PRICE SPREADS
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Sources: Global X ETFs with information derived from Blocmberg and the U.S. Energy Information Administration (EIA).

Data Center Expansions Herald a New Source of Demand

Data centers may see their share of U.S. power demand rise from 3% to 8% by the end of the decade, equating to a compound annual
growth rate (CAGR) of ~15% from 2023-2030.° In our July 2024 post, we noted that primary data centers in the United States were
expected to surpass 3,500 megawatts (MW) in construction activity for 2024, marking a record high. By the fourth quarter, this
forecast was adjusted upward to between 3,800 and 5,000 MW, " much of which is likely to be powered by natural gas.

Power utilities are well-versed in constructing natural gas plants and can readily tap existing distribution networks, directly supplied via
pipeline networks operated by midstream corporations and master limited partnerships (MLPs). A conventional natural gas power plant
can be constructed in as little as one year,'? a crucial consideration when faced with the relentless rise in power consumption.

We believe that the general trend for natural gas demand remains upward and that midstream pipelines are well-positioned to capitalize
on an outsized portion of this demand. As hyperscalers prioritize reliability and scalability for their data center buildouts, there is a
growing preference for behind-the-meter arrangements, where data centers are constructed near power sources. Midstream firms have
increasingly cited short laterals connecting to existing pipelines as a cost-effective and easy to deploy strategy for meeting new
demand.

Supporting this point, TC Energy highlighted that nearly two-thirds of the data center projects being contemplated in the U.S. fall within
50 miles of their pipelines.' Similarly, Enterprise Product Partners observed a notable shift in supply chain dynamics, with data center
operators increasingly bypassing local gas distributors, acquiring their own natural gas capacity, and approaching pipeline providers
directly for connection requests. We believe this substantiates an underlying trend in which data centers are opting for quick and
scalable solutions to meet growing power needs.

Goldman Sachs predicts that nearly 60% of the ramp-up in data center power demand will be met by natural gas fired sources, which
translates into nearly 3.3 billion cubic feet per day (bcf/d) of incremental demand by 2030.'* S&P Global Ratings puts that estimate
between 3-6 bcf/d, leaning toward the higher end of that forecast.'> Midstream firms also noted rising demand from data centers in
recent earnings calls. Energy Transfer (ET) reported receiving requests to connect 40 data center projects across 10 states,
representing 10 bcf/d in potential natural gas consumption.'8 Collectively, we believe these testimonies underscore the urgency of
power needs from the tech sector.
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Q3, 2024 MIDSTREAM EARNINGS CALL EXCERPTS

“We have had requests from over 40 prospective data centers in 10 states.
These data centers, in aggregate, could consume gas loads up to 10 bcf/day...”

— Thomas E. Long, Co-Chief Executive Officer, Energy Transfer LP

“...we believe that Enbridge Gas Ontario is primed to benefit from major tailwinds

for gas demand. The province is procuring up to 1,300 MW of new gas-fired generation
and have reported that there are over 7,000 MW of data center interconnection inquiries
across more than 30 unique sites.”

— Gregory L. Ebel, President, Enbridge Inc.

“When we look at the 300-or-so data centers that are currently being contemplated
across the U.S., 200 of those are located within 50 miles of our pipe, and we’re
currently in negotiations with various entities for up to 2 bef/d of that load...”

— Stanley G. Chapman, Ill, Chief Operating Officer — Natural Gas Pipelines, TC Energy Corp.

“...we are in discussions or have 23 different projects across our system based on
demand from natural gas. And of those 23, 10 of them...specifically cite demand
centers that they’re working after. So we think we’re in a very good position with
our assets going forward.”

— Sheridan C. Swords, Executive Vice President -
Commercial Liquids and Natural Gas Gathering and Processing, ONEOK, Inc

“We’ve been inundated with data center demand, infrastructure players that have
likely exceeded the bcf a day of demand in the next several years... Some of them
have shared with us that they are no longer bringing power to data centers,
rather data centers (are) going to power sources...”

— Natalie K. Gayden, Senior Vice President, Natural Gas Assets, Enterprise Product Partners LP

Sources: FactSet Earnings Call Transcripts.
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Conclusion: The Many Sails Propelling Midstream

While some sectors live or die on a single theme; we believe North American midstream has the advantage of multiple tailwinds driving
its performance. These include structural trends, such as the expansion of data centers, the electrification of energy grids globally, and
the rise of U.S. LNG exports. Additionally, the continued growth of petrochemicals, along with increased U.S. oil and NGL export
volumes, represents parallel drivers that will likely continue to boost demand for midstream services. With this confluence of supportive
trends, we believe the North American sector is positioned for sustained growth and has plenty of momentum to fuel its performance.
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Henry Hub: The Henry Hub is a physical distribution hub for natural gas in the United States and functions as the benchmark for U.S. natural gas prices.
LNG: Liquified Natural Gas.

MLP: Master Limited Partnership.

TTF: The Dutch Title Transfer Facility is the trading hub for natural gas in the Netherlands as functions as the benchmark for European natural gas
prices.
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