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The economic or market commentary contained in this presentation is based on information that ICAP Technical Analysis, a division of ICAP Corporates,
LLC (“ICAP”) believes to be reliable, but has not been audited or verified by ICAP for accuracy or completeness. This commentary is provided to you for
informational and educational purposes only, and is subject to change without notice. Principals and employees of ICAP and its affiliates may trade, for
themselves, for ICAP or for customers, in the financial instruments or financial markets discussed in this presentation, taking positions similar to, or opposite
to, the positions or market movements discussed in the presentation. Nothing in this presentation is intended to constitute a trade recommendation. The
recipient of this presentation should take into account the recipient’s individual objectives, financial resources and needs in deciding whether to use any
of the information in the commentary. Futures, options and other derivatives trading involves substantial risk and is not suitable for all persons.
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The Wonderful Reliability of Collective Human Behavior

•

I greeted a wonderful sight at 9:09 am this morning.

•

Elliott wave analysis is a precise science.

•

The sight was the May WTI contract trading 17.31

•

When done properly.

•

This was a wonderful sight because I have been targeting

•

There is a great deal of terrible Elliott Wave analysis

17.30 for WTI since mid October 2018.

done by incompetent amateurs.

•

And it was not forecast in only one obscure report.

•

And this has given Elliott Wave a bad reputation.

•

Since mid October 2018, and up into the current weekly

•

This is regrettable, as it is the only reliable method of

report, and including the charts of the day for yesterday
16 April 2020, I must have targeted 17.30 WTI at least

price forecasting currently in existence.
•

one hundred times.
•

•

Over the course of year ahead outlooks, monthly reports,

The Elliott wave price patterns are reliable because they
are the product of collective human behavior.

•

On the level of individuals it might first appear that buy

weekly reports, daily webcasts, and charts of the day,

and sell orders are always and only the expressions of

easily one hundred times. Probably much more.

individual free will.

I noted several times that, were it not for running the

•

However no one exists in isolation. Even these days.

risk of the obnoxious beating of a dead horse, I would

•

Every buy and sell order is a direct outcome of the most

have targeted 17.30 WTI in every weekly report.

recent price action.

•

And of course there were other price forecasts to make.

•

Each next trade is someone responding to everyone else.

•

Hence I find WTI trading 17.31 a beautiful sight.

•

Every trade expresses collective human behavior.
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Pivotal Resistance: Bull Case versus Bear Case
•

Pivotal resistance here is the $81.00 to $89.00 range.

•

Comparing the bull cases for Brent and WTI, note that
an $89 handle is my minimum upside for the Brent bull
case but my maximum upside for the WTI bull case.

•

Sentiment from Market Vane
www.marketvane.net

In the bear case for WTI, $77.95
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Failed into the most bearish case resistance
•

The October rally attempt was a spectacular failure.

•

WTI reversed lower without even being able to touch
the down trend resistance line.

Sentiment from Market Vane
www.marketvane.net

•

This failure keeps alive the most bearish case outcome.

•

That being a crushing deflation into 2021 - 2022

-5-

U P D AT E
Walter Zimmermann

wz@icap-ta.com
WTI - monthly

WTI and Propane
17 April 2020

Elliott Wave is Scalable
•

Of course Elliott wave is scalable.

•

So as the long term downside target approaches,
one checks in on the most recent, smaller scale
price patterns so see if the longer term target needs
to be adjusted or not.

•

In this case 17.30 went from the bear case target
in Oct 2018 to the bull case target from Jan 2020

•

See next page.
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Now things get a bit tricky
•

Further downside cannot be ruled out.

•

But now everyone is bearish and short.

•

The few remaining bulls just flipped to bears.

•

Yet in Elliott Wave terms no further downside is necessary.

•

WTI just came within one penny of an absolutely textbook perfect
target to complete an ABCDE from the 147.37 high of July 2008.

•

The question is not whether there is a crude oil glut.

•

The question is whether 17.31 WTI has already fully discounted
the most bearish case.

•

The fact that everyone who was bullish at 76.90 is now bearish is
certainly suggestive. See also page 8.
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Human Nature is not Optional

The Futility of Fundamental Analysis as a Price Forecast

•

When we are born we do not opt-in to human nature.

•

•

It is a given.

storage, and delivery of crude oil, refined products,

•

Yet we each have the choice of whether or not to be

natural gas, mid-stream products, coal, and electricity,

slaves to the worst impulses of human nature.

fundamental analysis is not an option.

For those involved in the actual physical movement,

•

There are ways to gain equanimity and objectivity.

•

It is mandatory.

•

There are ways to take a step back and see the forest

•

Those good at it succeed. Those not adept fail.

as well as the trees.

•

That is because fundamental analysis is the art and

•

There are methods for rising above the mindless impulses
of crowd behavior and seeing the underlying patterns

science of logistics.
•

being expressed.
•
•

•

It enables one to avoid having too much of the wrong
thing at the wrong place at the wrong time.

Technical analysis is an external method, while

•

It is logistics. Pure logistics.

meditation is an internal method.

•

But as any scheduler will tell you, a masterful expression

Technical analysis is the best external method to help

of a deeply understood logistics is not a price forecast.

inoculate ourselves from the overwhelming impulse to

•

It is collective human behavior that drives prices.

buy near the highs and to sell near the lows.

•

Waves of collective hopes and fear drive prices.

In sharp contrast, fundamental analysis is utterly useless

•

So fundamental scenarios are always the most bullish

at gaining such protection. And I can prove this.

into major peaks, and the most bearish into major lows.
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The Mindless Herding Behavior of Fundamental Analysts
•
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Who exactly were 97% bearish at the 9.95 low and then 80% Bullish
at the 147.27 peak?

•

They were the fundamental analysts.

•

They read each others reports and take each others trades.

•

Like all animals that herd, they find safety in numbers.

•

But herding behavior is the markets is deadly at regular intervals.

Markets Reverse When...
•

Markets peak once everyone is long and the most
bullish case has been completely discounted.

Sentiment from Market Vane
www.marketvane.net

•

Markets bottom once everyone is short and the
most bearish case has been completely discounted.
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The Remarkable, Surgical Precision of Elliott Wave

Fundamental Analysis and Price Forecasting

•

It never ceases to amaze me that the Elliott wave targets

•

I think the chart on the previous page says it all.

can be precise to decimal places and years in advance.

•

Yet while a good sentiment indicator can help identify

•
•

It is this astonishing precision that keeps be coming back

when it is dangerous to stay long or remain short, only

to work every day. It is truly a wonder to behold.

price pattern analysis that generate price targets.

Now is certainly way too early to claim that the 17.31

•

on 17 April 2020 was the final low.
•

But I have witnessed similar precision innumerable times

market that I cover.
•

over the past thirty plus years.
•

Being in tune enough with the markets to get it right is

•

There are of course some markets with no sentiment
history. But every important market has price history.

•

its own reward.
•

I have charts just like the page 8 chart for almost every

And as long as there is price history one can do a
technical analysis. The more price history the better.

And I am not the least bit troubled by all those who

•

One excellent example is Propane.

completely dismiss technical analysis.

•

In October 2018 I gave a talk to a petroleum event that

Without those masses, technical price forecasts would
not be so amazingly precise.

was populated largely by propane engineers.
•

They were celebrating their massive increases in propane

•

We need those who abhor technical analysis.

capacity, with no though to the resulting price impact.

•

And we need those who use the so called fundamentals

•

At that event I forecasted a price collapse.

to try and forecast prices.

•

And I have not been invited back since.
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Upside Risk versus Downside Risk
If Propane fails to decisively exceed the 1.1425 to
1.1825 resistance zone then the minimum implied
outcome will be an eventual retest of the 2016 lows.
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A Monster Top into Long Term Resistance
•

What we have in MTB Propane is the poster boy for a spectacular failure
into pivotal resistance.

•

And Propane is not falling alone.

•

Ethane, Naphtha, Pentane, Butane, and Natural Gasoline all reversed
sharply lower last month from their respective pivotal resistance.
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Elliott Wave an an invaluable aid to objectivity
At that October 2018 petroleum event that I spoke at, everyone present was celebrating
how quickly they were ramping up Propane capacity. As engineers, that was their job, and
they were doing their jobs well. But that event very much reminded me of real estate
developers back in 2007. No one saw any price risk. And along these lines I would like to
conclude this report with one final thought. See next page.
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17 April 2020

