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The market commentary contained in this document represents the opinions of the author. Such opinions are subject to change without notice. Principals
and employees of United-ICAP may or may not trade in the commodities discussed in this document, taking positions similar or opposite to the positions
discussed herein. The information contained in this document is taken from sources we believe to be reliable, but it is not guaranteed by us as to the
accuracy or completeness thereof and is sent to you for information purposes only. Commodity trading involves risk and is not for everyone.  Any trade
recommendations contained in this document are generated by Walter Zimmerman who is a registered futures broker with United-ICAP (ICAP Corporates
LLC) and are intended to be a solicitation to enter into the recommended trades through United-ICAP (ICAP Corporates LLC) as futures broker.

Bean Oil on the Brink

It is rally or else time
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Elliott Wave Degree Key
Recap

In my 21 May 2014 update on the bio-fuels I had targeted Bean Oil to the 33.60 area on a decisive break below

the 38.50 level. Bean Oil first reached 33.60 back on 15th August. Nine trading days later, although the

intervening low is only 32.60, there is still no sign of a rebound.

Top Ten Main Points

1. It has been ten years since Bean Oil suffered such a serious and prolonged bearish disconnect from Distil-

late prices as currently exists. Page 3

2. Of all the various commodities covered by the Market Vane service, Bean Oil has had the dubious honor of

the lowest percent bulls for some time now. Page 4

3. IN the long term wave count a decisive and sustained break down below the 32.78 level targets Bean Oil to

the 18.15 to 17.30 range. Page 5

4. Bean Oil has not traded the 18.15 to 17.30 range since 2002. For those who are counting that is twelve

years ago. So this is a very serious juncture. Page 5

5. In the bullish case for the price action since the 59.90 high of April 2011 key support is the 34.10 to 33.60

range. Bean Oil first traded 33.60 back on 15th August and there is as yet to sign of any rebound. Page 6

6. From page 5 the implied downside target on a decisive and sustained break down below the 32.75 level is

the 18.15 to 17.30 range. This is a price range not seem since 2002.

7. Based on the price action so far, the only candidate for Elliott wave support that I can find before the 18.15

level is the 27.15 level. I doubt this will provide any comfort for Bean Oil bulls. Page 7.

8. One thing that has marked every single major low in the entire history of Bean Oil futures is bullish RSI

divergence on the weekly continuation chart.

9. The bullish news is that the present situation in Bean Oil does have bullish RSI divergence on the weekly

chart. The bearish news is that RSI divergence occurred more than one year ago. Page 8

10. What kind of rally would it take to disturb the bearish case for a continuing down trend? That would

require more than a .382 retracement of the drop from the 41.00 high. Page 9
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Divergent

• The last extended divergence between Bean Oil and

Distillate was the period May 2004 to January 2005.

• Over this nine month period Distillate rallied 97%

while Bean Oil fell 45%.

• The current divergence began from August 2012

• Since then Distillate is virtually unchanged while

Bean Oil is down 43%

• As I will show in this report, this divergence is at

risk of getting a whole lot worse.
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Soybean Oil - monthly - log scale

The Bearish Argument

• Of all the commodities covered by the Market Vane

Bullish Consensus, Bean Oil has had the dubious honor

of the lowest percent bulls for some time now.

• If this were a market driven by speculators a reading

of only 17% should have been enough for a substan-

tial rebound

• However this is not such a market.

• Bean Oil is struggling from a record Soybean crop

and a serious rail bottle-neck.

Bullish Argument

New lows in price unconfirmed by new lows in bullish

sentiment is bullish sentiment divergence. That is the

situation that presently exists in Bean Oil.

Sentiment data

from Market Vane

www.marketvane.net
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Soybean Oil - monthly - log scale

Rally Or Else Time

Viewed from the perspective of both ratio analysis

and Elliott wave analysis, the Bean Oil market is at a

critical juncture here. The longer  term implication

of a decisive break down below the 32.75 level is an

eventual drop to the 18.15 to 17.30 range.

What, if anything, can the price action since the 59.90

high add to this picture? See the next two pages.
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Soybean Oil - weekly

Bullish Case in Deep Trouble

• From the previous page, pivotal long term wave count sup-

port is the 33.60 to 32.80 range.

• From the intermediate term case outlined on this page,

pivotal support is the 34.10 to 33.60 range.

• So key support from four different wave degrees are all in

the remarkbly densely packed 34.10 to 32.78 range.

• So the bulls have everything they need except for the most

important item of all - a rally.
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Soybean Oil - weekly

Any support before 18.15 ?

• From page 5, is there any case for support between

32.78 and the 18.15 level?

• Based on the price action so far all I can find is the

27.15 levcel cited on this page.

• And if Bean Oil is really into a 3 of “3” extension it

should have no trouble reaching that 27.15 area



the technical advisory service

walter j. zimmermann jr.    walterz@united-icap.com

- 8 -

Soybean Oil
 28 Aug 2014

Soybean Oil - weekly

14 bar RSI

No help from bullish RSI divergence

On a weekly Bean Oil chart there has typically only

been a few weeks of price action between the final

low in the RSI and the final low in the price. On a

weekly chart, the three longest time spans between

the final RSI low and the final price low are outlined

below in order of duration.

• Jul 2004 to Feb 2005 for 27 weeks

• Mar 1999 to Jul 1999 for 22 weeks

• Oct 2000 to Feb 2001 for 15 weeks

55 Weeks and Counting of Bullish RSI Divergence

What are we to make of the fact of 55 weeks and

counting from the RSI low?

For the first time the history of Bean Oil futures RSI

divergence on a weekly chart has failed to signal

bottoming action. This is not a bullish development.
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Soybean Oil - daily

Any support before 18.15 ?

• What kind of rally would it take to disturb the bearish case for

a continuing down trend?

• That would require more than a .382 retracement of the drop

from the 41.00 high.

• From the recent 32.38 low that level is way up at 35.70

• However as this is a ratio retracement it is a moving target and

will therefore be lowered by each new low below 32.38


