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The Place to Be 

That’s Hot 

 North America oil (who needs rigs 

when we have technology) 

 Gasoline demand (record demand 

levels this summer...called it first) 

 House of Cards (as if I needed anoth-

er reason to think about conspiracy) 

Demand always trumps supply 

That’s Not 

 OPEC (what do you do when we’re 

not buying) 

 Brazil (and here I was thinking 

about the wrong country losing 3M 

b/d) 

 Rob Kardashian (slowly we’re not 

caring about caring) 

We’ve been down so long it’s starting to look up. 

Before the teeming millions think that I’m going to start cheering $100 oil as I did back in 2005, just hold on.  I 

am all about the reduction in oil production in the US and more declining production in the Lower 48.  I’m sure 

with the rig count here headed to a Spartan 300, we’re not cutting back because we have to, it’s because we’re 

just smarter than that.  According to the Baker Hughes rig count, we’re just one above a 70 year low at 489.  On 

the other hand, I’ve gone into detail last week about the efficiency of the existing rigs.  So when I say that the US 

is smarter and we’re pulling back production because of our high supply, I’m talking about the whole kitten ca-

boodle.  Yes, I’m talking Van Halen with David Lee Roth. 

If we’re just going to go the simple route and figure the number of rigs to the barrels per day in the US, we ’re 

hitting an impressive 18.5K b/d per operating rig.  Considering that we’re fresh and new on the scene like a 16 

year old Justin Bieber, we’re doing some impressive work.  All the while, we’re cutting back on costs and in-

creasing efficiency through technology.  Now if we were to look at other countries that have just been sticking to 

the tried and true, you might get a different picture of what successful oil production comes down to.  In Saudi 

Arabia, they are pulling oil from some very supply rich wells and have had a great success rate.  On the other 

hand, as they’ve pushed through these tougher years with falling prices, they have increased their rig count from 

98 (Apr 2014) to 128 (Feb 2016).  Mind you their production levels have been fairly steady, around 10M b/d.  

This means that to maintain that level, they have needed to add 30 more rigs to hit their numbers.  This might 

raise a red flag when you consider that adding rigs, equipment and labor  during a period when oil prices have 

dropped from $80 to $30.  Call me crazy, but reduction in budget is not quite the time to be increasing OPEX 

and CAPEX. 

I don’t want anyone to think that I am only trying to pick out the Saudis here.  There are other countries over the 

same time period that have increased their rig count.  Going against the grain, there was Algeria (+3).  Of course 

I’m not going to fret too much over Algeria’s 52 operating rigs.  I will consider though that we’re seeing enough 

budget from the Majors that they can find opportunity in areas where there’s high supply and cheap labor.  This 

means that Iran is going to get asked to the prom and it might be that the Saudis are stuck going stag.  That 

might not sit too well in the current landscape of OPEC.  They are being held together by some thin thread here 

and seeing Iran getting plenty of attention, resulting in a lot more secure future supply, might be a tipping point 

that can break up the cartel.  If for anything, if you read between the lines of what the Saudis have been saying 

for some time now, you get the gist of what I’m saying here.  Without supportive oil prices, there is not going to 

be a lot of budget.  Without a lot of budget, there’s not going to be a lot of money spent into new projects (ie 

rigs).   Without new projects, when the world comes back, nobody is going to be able to answer the door. 
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Crude: 

Hey hey. I thought I heard you say we’re moving to the CLJ(16).  Well it’s about damn 

time and we’re glad to finally get out of that boring CLH6 contract.  This is when some 

seasonality should kick in and get us back in the groove.  We’re going to look for some 

hope to the upside and peg resistance at 3665, 3748 and 3832.  To the other side of 

the chart, we’ll figure on support down to 3574, 3413 and 3355.  The front CL spread 

moves up to CLJ6/CLK6 and we see resistance here at –160, -134 and –102.  The 

support to the spread looks down at –184, -225 and –260.  Oh there’s only one way to 

go and we’re going there: up. 

Gasoline:  

We’re moving along with the RBJ16 contract.  We’re looking to resistance at 13455, 

13645 and 13860.  That will give us some room to look back down to support at 

13266, 13058 and 12840. The front spread moves on with J16/K6.  Resistance at –

385, -332 and –288.  Support to –444, -492 and –550. The RBCL moves to J16 and 

gets to resistance at 2002, 2063.  Support down to 1925, 1870. 

Distillate: 

We’re playing in the here and now with the HOJ16 contract.  We’re looking at support 

to 11540, 11368 and 11125.  The resistance looks above to 11765, 11950 and 12135. 

The front spread is in J6/K6 with resistance at –185, -145.  With the way it’s moving 

we may see support tested and looking to –212, -245.  The HO crack in J16 sees re-

sistance at 1284, 1352.  Support back to 1214, 1165. 

Trends are only for the affected: 

Well I finally have a chance to change this up.  Believe me, the HFT has taken most of the fun out of 

watching trends under 60min, but we still have some faith in that frame and definitely in the Daily.  So 

let’s start there and see how the Daily is shaping up after last week.  We’ve pegged a nice double bottom 

over the past few weeks and now 4000 is the target.  If we can get up and above that, even in the slight-

est, we’re thinking we’re full blown reversal and the target moves up to the 5000 area. 

Techies, some Trekkies 

 200 Day MA  4658 

 100 Day MA 3956 

 13 Day MA  3366 

 8 Day MA  3444 

 14 Day RSI 61.36 

Spread now; Roll later 

 Ease back down the road 

 Key support: -202, -248, -

280 

 Key Rests:   -155, -108, -79 

Fundy you should mention: 

It’s shaping up to be a quiet week this week on the hopes for economic impact.  There’s not a lot of num-

bers that can make a difference in the way we’re thinking about the growth of the US economy or any-

where else for that matter.  It could be a week where we start to see more of a separation of the equity 

markets and the oil price.  Oil seems to be finding support here and more are getting their heads around 

the idea that we’re not only seeing US production declining, but we are going to start cutting back on our 

imports too.  All that adds up to is less supply in the US and price support for WTI. 

Sorry, I am just physically attracted: 

Nothing like a little refinery fire to spark the market.  Seems that Petrobras Pasadena TX (100K) turned 

bad this weekend.  With a person injured, it’s going to have to pull in some inspections and that’s going to 

put it on hold for a bit.  As if the timing couldn’t be worse for Brazil, former President Lula gets raided and 

all eyes are on the Petrobras dealings.  For all my hype over the issues that are going on in Venezuela, I 

might be overlooking Brazil and the issues in that country.  It’s going to be a very tricky situation in Lat 

Am going forward.  The risk to a lot of the production in the area is getting hot and it just maybe this is 

where we’re going to see the biggest potential for interruption. 
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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): 

Gently back into the pool. 

I’m still in that demand mood.  I go LONG RBJ6/RBK6 above –360.  We’re going to need to get past the re-
sistance at –350, but with some more strong demand numbers on the agenda this Wednesday, I’ll go with buy-
ers here to play it safe ahead of the AFPM weekend.  I’ll look for a run to the –325 area to play it out. 

My ninja.  I go LONG CLJ6 above 3685.  There’s a train running up the track here and I think it’s best we try to 
jump on while it slows down.  We’re so close to turning the tide and 4000 is in sights.  To get there, we’re go-
ing to pop the 3700 area and then it’s off to the 3740 level.  Don’t wait too long to see if we break or fail, just 
take what we have and wait on the next wave. 

So there’s always the haters.  I go SHORT CLJ6 under 3580.  Like the move up, we are going to catch support 
quick at 3560.  If we can’t get past that and see a bounce, time to clean up what we can.  If there’s another run 
on the short side, we can look for this to drop to the 3520 level before smart money sees opportunity. 
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