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Since the Indus civilization 9,000 years ago the 
fourth day of the week has always been named 
for the planet Mercury. Wednesday is from the 
Germanic god Woden who Romans saw as the  
equivalent to their Mercury.
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The Glut 

The glut of domestic crude oil is chronic 

and systemic, if not outright grotesque. 

Is there any precedent?

See page 3.

Today

WTI just rallied from 37.75 on Monday to 39.89 

on Tuesday because China cut its main interest 

rate by .25 points to 4.6%. That would be the 

fifth rate cut since November. This rate cut did 

not rally the Shanghai composite, but it did rally 

WTI crude oil. Curious. See page 4.
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Some History

The end of World War One hit the US economy like a sledge hammer, a 

sledge  hammer in the form of a deep depression. Unemployment sky-

rocketed and prices plunged. From a 1900 high of $1.20 per bbl crude 

fell to a low of 40 cents per bbl in 1915. Then on the back of the roar-

ing twenties US crude oil prices recovered to a $3.50 peak by 1920. A 

collapse in commodity prices preceded the stock market crash of 1929. 

By October 1929 crude had already fallen to one dollar per barrel. But 

much worse was yet to come for crude prices.

October 1930

The worst timing in the history of the world for the discovery of a giant 

oil field must go to ‘Dad’ Joiner, a wildcatter in East Texas. Joiner had 

been trying and failing to find oil in East Texas since April 1928. Then, 

much to Joiners surprise, he found oil on 5th September 1930.  The well 

was completed on 5th October 1930. 

This was just a couple weeks shy of the one year anniversary of the stock 

market crash of 1929.  From October 1929 to October 1930  the ranks 

of the unemployed had exploded from 1.5 million to over 4 million. By 

the end of 1930 GNP was down 9.4% year on year. By October 1930 the 

first wave of a series of banking panics had begun. Could anyone possibly 

imagine a more inopportune time to expect the US economy to absorb 

the output of the largest oil field in US history? 

The East Texas Field

Most oil field discoveries in the US had operators and a plan. The East 

Texas field had no operator and no plan.  And a depression was on. And 

thousands were desperate for work. So East Texas was flooded with a 

tsunami of wildcatters. Some lease sites were measured in square feet. 

Some city block sized lots had over forty wells. And so, of course, prices 

quickly began to suffer. By June 1931 with over 1,000 wells pumping East 

Texas crude, the price had dropped to 22 cents per barrel. By year end, 

with over 2,000 wells pumping, ‘Hot Oil’, that is oil pumped in excess 

of Railroad Commission mandates, was trading for 3 cents per barrel. 

The beginning of the end for this glut came on 4th August 1931.  William 

H. Murray the governor of Oklahoma declared martial law, called out the 

National Guard, and ordered 3,000 wells shut at gun point. A few days 

later on 17 August 1931 the governor of Texas Ross S. Sterling sent out 

the National Guard to close East Texas wells at gun point.

Update

US crude oil inventories recently hit their highest levels since 1931. While 

no one expects the governors of Texas or North Dakota to call out the 

National Guard, and while the US is not in a depression, the most recent 

price action in the global equity markets suggests this is not a time for 

complacent bulls. While one cannot trade crude oil this year off events 

from 1931, a knowledge of some relevant history cannot hurt.
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Bear market correction, or mere bear market rest stop

• My S1 for Monday was 37.85 and Monday held a 37.75 low.

• As of Friday this 37.85 was my nearest candidate for the start 

of a minor bear market correction.

• See no case for a major low anywhere near this 37.85 level.

• To look like more than a minor bear market correction WTI 

will need to bust above the 43.65 level from here.

• Good luck with that.

See next page.

WTI - daily chart
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WTI - monthly Candidates for Long Term Support

In Elliott wave terms I still have three prime candidates 

for long term support. As defined below they are:

• $31.50

• $30.10

• $25.25


