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The Dance 

That’s Hot 

 US crude oil producers (the you can 

hide, but you can’t hedge) 

 Gasoline demand (records are made 

to be broken) 

 Sesame Street (with every new par-

ody, they come back to the Main 

Street) Every day I’m shuffling 

That’s Not 

 Brent (Greece is only a three page 

solution) 

 Rig count (when numbers don’t 

matter) 

 Miley (we get it, you like being na-

ked) 

You can’t get on the floor holding up the wall. 

I’ve given it a day since we’ve come back to work and have dealt with the OPEC decision.  Funny the difference 

a few months make.  It’s painfully obvious that many bought into the hype the first time around.  We were over-

bought at that time and busy getting high on our own supply.   Back in November the US was pumping 9MM b/d 

and getting along quite well with $90 oil.  Well because OPEC knew that the rest of the world was getting rest-

less with such a high barrel of oil, they decided it was time to give the market some tough love.  They weren’t 

going to let too many producers (Iraq, Russia, Iran) get too big for their britches.  Those countries were just let-

ting it come to them and letting the money come in and all the while letting things go their way.  Think again 

about what was happening back then.  Iraq was seeing ISIS grow and were looking to just keep increasing their 

production with talk of 5MM b/d.  Russia was ignoring everyone’s call to get out of Ukraine while the oil money 

just kept flowing in.  Iran was being Iran and the nuclear negotiations were dragging on longer than a Stevie 

Wonder acceptance speech.  Here’s where things fall upon the grassy knoll.   

If we just ponder a few moments here, the teeming millions might just have some good water cooler talk.  See 

the one thing the Saudis probably knew from the start was that any US production was not going to give way to 

foreign imports...ever.  For all that we though that the OPEC move was to curb the US growth, we’re actually up 

500K b/d in US crude production at 9.5MM b/d.  Yes, the EIA came out yesterday to say that the production is 

likely to slip as we head forward into July, but it’s more of a courteous nod to the Saudis.  Big Guv might be say-

ing, we’re going to hit a ceiling and you can still be comfortable with your 1MM b/d you’re sending to America.  

You might notice that the EIA hasn’t mentioned anything lately regarding the record high imports we’ve seen 

from Canada (2015 3.0MM b/d).  Don’t think that Keystone is really just an environmental issue, it’s a lot bigger 

than that and if we were to increase our imports from Canada, who’s oil do you think would be the first to get 

displaced?  Mmm, hmm. 

It’s fun to speculate about the politics surrounding oil, but for the first time in a long time, the US is at the table.  

There’s a lot going on here with the oil game and it’s worth taking a good look at it once in a while.  There’s not a 

lot more that’s driving the game and it’s sad.  As the US continues ahead though, the crude oil export ban seems 

inevitable.  That’s going to step directly on the fine toes of the fine folks at OPEC and with Japan back on the 

rise (3% GDP), guess who has the best ties with them.  Remember that not until 2005 that Japan was the sec-

ond largest importer of crude oil in the world.  They are still bringing in about 6MM b/d and that’s not including a 

lot more refined products too.  The dance floor might be getting crowded soon and we want to make sure there’s 

room under the disco ball. 
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Crude: 

Now that we’re moving into the real refining season and on to the July contract, things 

continue to shift.  We can rely on the momentum and the turn with the tide.  We’re 

going to start thinking about a recovery period and the upside target now becomes 

7000.  It may seem like a long way away, but we do have time here. Moving to CLN5 

with resistance at  5885, 5960 and 6074.  We’ll be careful with support here 5790, 

5674 and 5586.  The front spread moves to NQ with resistance at –18 and +04.  Sup-

port can get back to –52, -84.  We’re getting to that tipping point for Bulls.  We’re back 

up today and we think that we stay strong to the close. 

Gasoline:  

We’re moving along with the RBN5 contract.  We’re looking to resistance at 20268, 

20455 and 20666.  That will give us some room to look back down to support at 

20079, 19858 and 19670.  The front spread moves to N5/Q5.  Resistance at 294, 345, 

and 409.  Support to 252, 205 and 178.  The RBCL moves to N15 and gets to resis-

tance at 2636, 2672.  Support down to 2570, 2518. 

Distillate: 

We’re playing in the here and now with the HON15 contract.  We’re looking at support 

to 18815, 18677 and 18448.  The resistance looks above to 19188, 19364 and 19550.  

The front spread is in N5/Q5 with resistance at –124, -86.  With the way it’s moving we 

may not see support tested, but  looking to –166, 190.  The HO crack in N15 sees 

resistance at 1989, 2024.  Support back to 1956, 1910. 

Trends are only for the affected: 

I have lost patience with even talking about a trend.  What happens here is we find a new range and we 

sit and wait.  There’s not even anything worth talking about on a smaller scale because at the end of the 

day we’re like Inception; a dream within a dream, within a dream.  I long for the days of 2009-2014 when 

we had something to talk about.  Now it’s range bound with 5600 to 6400 as the upside and downside 

targets. 

Techies, some Trekkies 

 200 Day MA  6579 

 100 Day MA  5560 

 13 Day MA  5917 

 8 Day MA  5944 

 14 Day RSI 49.14 

Spread now; Roll later 

 Ease back down the road 

 Key support: -68, -86, -102 

 Key Rests:   -38, -06, +16 

Fundy you should mention: 

You know that people have taken time off this week when we’re looking forward to the JOLTS (5.038M) 

at 10:00am EST.  There’s just no way we can convince people that the problem is past us when it comes 

to jobs.  The only thing that is really dragging us along is that those people that are working are just not 

comfortable spending money.  Maybe they are better oil analysts than we know and can guess that 

prices aren’t going to stay this low for this long.  As for the rest of the day all we have is Wholesale Trade 

(0.3) at 10:00am too. 

Sorry, I am just physically attracted: 

Oh this is a tough one.  We’ve seen some decline in the distillate cash market the past few days and it’s 

no surprise that exports are having a hard time finding a home.  What is interesting is that with gasoline 

demand outpacing disty demand, we haven’t heard much about any product pipeline issues.  So far they 

are playing nice and sharing space.  We do think that once we start to see demand pick up domestically 

for diesel, the trouble might start.  Until then refineries are going and they are going pretty strong.  We 

have to remember that we’re only at the beginning of the Summer driving season and it’s a long few 

months ahead. 
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We’re on the Web (that’s what Al Gore calls it) at: 

www.oiloutlooks.com 

For now, the disclaimer can be found here: http://www.oiloutlooks.com/page7.html 

Please feel free to share the joy with your friends, colleagues and the bathroom stalls.  Have them sign up for the two 

week trial and get a personalized thank you note directly from me.  Where you going to get a deal like that without a flash-

ing blue light? 

Carpe Diem (trade for today): 

Starting slow this week. 

You are the weakest link, goodbye.  I go SHORT HON5/CLN5 under 1974.  Hard to argue what’s coming tomorrow in the 
stats.  Last week we saw a lot of pressure in the cash market and those guys know a thing or two.  Demand has been OK, 
but production has been high trying to keep the gasoline yield high.  Also we’ve seen people just having a hard time to find-
ing export buyers.  We’ll let this fall to the 1930 area and we’ll come away all good. 

Flat price is trying to find it’s way.  I go LONG CLN5 above 5940.  We’ve stayed away from 6000 for too long.  We don’t 
have a lot of reasons to go down, but the problem here is that we just don’t want to believe there’s a reason to go back up. 
Demand is directly correlated to fuel demand and right now, we’re seeing better than expected demand.  That should be a 
reason to rally, but it’s hard to flip everyone at once.  We’ll see as we go and a move here gets us to 6000. 

Too many cooks spoil the soup.  I go SHORT CLN5 under 5790.  I’m not committed to the upside, but I am surely not com-
mitted to the downside either.  At this point I’m betting the field.  Since that won’t work in the energy market, I suppose that a 
failure here is going to have to have it’s own reasons and own we go to the 5740 area. 

 

 

Good bye David Bird, there is peace and we’ll all rest with you. 
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