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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 ICAP Corporates LLC 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 ICAP Corporates LLC and are 
intended to be a solicitation to enter into the recommended trades through ICAP Corporates LLC as futures broker.
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RBOB:

May 2017 contract pre-season rally trade

Walter J. Zimmermann Jr.

ICAP Technical Analysis

For over 9,000 years the 5th day of the week has been named for the 
planet Jupiter. Thursday is from ‘Thor’s Day’ as Thor was the Norse Jupiter. 
The moon Ganymede on the right is larger than the planet Mercury.
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Trading a Pre-Season RBOB Rally

• My report dated 06Dec16 concluded that, at current prices, it is not 

possible to locate a realistic 3 to 1 reward to risk ratio in a long RBOB 

Crack spread trade for a winter to spring pre-season RBOB rally.

• I encounter similar difficulties in both the May-Dec RBOB spread and 

the May RBOB minus ULSD spread.

• Both MAy-Dec RBOB and May RBOB minus ULSD will their own report.

• The bottom line in all these three spreads is that i I need a dip to 

buy in order to get a decent reward to risk ratio.

• My recourse is to look for a flat price bull trade in something like 

the May 2017 RBOB contract. 

• So this report looks at the May RBOB contract.

• I begin with the big picture for spot and then work my way down to 

May 2017 contract one step at a time.
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 Spot RBOB - monthly

The 15 Year Commodity Cycle Low
• The 15 year commodity cycle consists of a major low every 15 years
• The next 15 year commodity cycle low was due into 2016
• The over arching issue is whether .8975 was that cycle low for RBOB
• To derail the bear case for another new low below .8975 a decisive 

monthly close above 1.6940 is required.
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 Spot RBOB - weeklyNext 3 Candidates for Resistance
This updates page 25 of my outlook for December
• The 1.5810 as .852 of 1.6351 to 1.2681
• Then the 1.7435 as .618 x <A> = <C> from .8975
• Then the 1.9900 - 2.0370 range.

The Bull Case is the Seasonal Cycle
For the years 1983 to 2016 the average 

seasonal cycle is a 57% gain in spot contract 

value from 13th December to 1st May

Seasonal Cycle and Elliott Wave
Note how closely the target for an 

an average winter to  spring rally 

aligns with the Elliott <A> = <C> 
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Near Term Support and Resistance
• From a 1.5070 low the minimum upside in 

this wave count is 1.7000
• The must hold for the most bullish case is  

the 1.4650 level.

• From a 1.4650 low the minimum upside in 

this count is 1.6570
• If 1.5070 holds and then 1.7000 is bettered 

the implied upside target becomes 1.8180

 Spot RBOB - 300 min

Conclusion
Lacking a break down 

below 1.4650 there is 

definitely room to run to 

the upside from here.
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May RBOB Contract - 5 years back
• If the 15 year cycle low is in then there is definitely room 

to run higher. 
• The next question becomes how quickly does RBOB recover
• And the follow up question is how much of that recovery 

takes place in the May 2017 contract.
See next page.
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 May 2017 - weekly

Aggressive Strategy: buy a break out
• The aggressive strategy would be to buy a 

break out above the neckline
• The protective sell stop would be a close 

back below the neckline.
• The minimum upside target would be the 

1.9500 to 2.0400 range.
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 May 2017 - daily

Conservative Strategy: buy a retreat
• The conservative strategy would be to buy 

a retreat to the 1.7300 area
• The protective sell stop would be a break 

below the 1.7060 level.
• The minimum upside target would be the 

1.9500 to 2.0400 range.

Or Employ Both Strategies
• Buy into a retreat from here
• Finish buying on an upside break out


