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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.

June is named for Juno, the Roman 
goddess of marriage, pregnancy and 
childbirth. She was the queen of the 
Gods  and the wife of Jupiter.
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Patience
• From 2013 my pivotal long term support for WTI was the 25.26 level

• Since 91% bulls into the 100.39 peak of March 2015 my ideal candidate for long term support has 

been the 91.200 area. 

• And since the August 2015 lows held my critical support in the DJIA, the OEX, and the SPX, I have 

been waiting for one more slightly higher all time high.

When you can see something arriving from far off in the distance it can seem to take forever to arrive. 

You can easily get bored waiting. But al least you have plenty of time to prepare. 

Equity Indices 
Going into April I saw only three indices still capable of rallying to new all time highs - the DJIA, the 

OEX, and the SPX. The case for new highs in all of these indices is now much weaker than it was this 

time last month. April was not friendly to the bull case. 

Petroleum 
May is historically the most dangerous time of the year to be long Gasoline or Crude Oil. And this year 

all the typical warning signs for the bulls are back. These warning signals range from flat price charts 

through all the traditional bull spreads.

Natural Gas
The Natgas trend continues to be driven by the historic bearish sentiment extreme that reached its 

apex back in early March. The price action so far tells me that short covering will continue to dominate.

Copper - 11 

Crude - 12

RBOB - 17

ULSD - 19

Natgas - 20
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The misperception of risk

• At a major peak, everyone is long and expecting further upside.

• The most widely held fear is that is one is not nearly long enough. 

• Into a major low all are short and expecting further downside.

• The universal fear is that one is not nearly short enough.

• So all major turning points in the market share one thing in 

common - the nearly unanimous misperception of risk.

• And the longer the trend has been in force, the more unanimous 

is the misreading of the actual danger.

• After an extended up trend everyone has very comprehensive 

lists of why one should remain bullish.

• There substantial lists of reasons to be bullish have been repeat-

edly cited to explain the up trend. 

• So any reason to be bearish is irrelevant. A reason to be bearish 

does nothing to explain the up trend.

• Similarly the more enduring the down trend, the more extensive 

the list of reasons to remain bearish.

• The final peak is the point at which the most bullish possible 

outcome has already been discounted in the price.

• The news at the top is only and always bullish. So the peak of 

an up trend is the point of the maximum misperception of risk. 

Risks: known and unknown 
If one saw the big risk here as muddy water, one would likely take 

special care to step on these strangely textured grey rocks. However 

these small and seemingly innocuous grey lumps are the eyes and snout 

of a large alligator. One is fully prepared to manage the risk getting 

muddy. However one is not the least bit prepared for getting eaten 

alive. Perhaps Monty Python said it best: “Nobody expects the Spanish 

Inquisition. Our chief weapon is surprise.” The word surprise is from 

the Latin for unexpected seizure or attack. 
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 DX Index ( US$ ) - monthly

Congestion or Up trend? 
The Greenback lapsed into congestion way back in March 2015. 
The average weekly close since March 2015 is 96.600 and as I 
write this the DX is trading the 95.400 level. So the most widely 
held expectation is more congestion. However my Elliott wave 
pegs 100.39 to 91.919 a completed bull market correction 
that targets 103.32 minimum by the cycle high due July 2017.

Sentiment from Market Vane 
www.marketvane.net
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 Euro-fx - monthly

Sentiment from Market Vane 
www.marketvane.net

Congestion or Down Trend? 
The Euro-fx also lapsed into congestion in March 
2015. And here also further congestion appears on 
tap. However my Elliott wave pegs 1.0459 to 1.1616 
a completed bull market correction. And that means 
bombs away to the downside when 1.0459 breaks.
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 DJIA - daily

One More New High on Tap?

• In the retreat from 18167.63 the must hold for the bull 

case for another new high was 17149.75

• The DJIA reversed higher from a 17331.07 low.

• The ( I ) = ( V ) target from here is 18391.00

• However the all time high from May 2015 is 18351.36

• So my most bullish case is a double top, followed by a 

sharp  drop lower. See next page.
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 DJIA - monthlyBigger Picture

From a peak near the 18391.00 area it would take a 

break below 15575.00 to get a long term sell signal. 

And from an 18391.00 area peak it would likely take a 

few months of decline to even make it to the 15600.00 

area. So this is a longer term look out at what it would 

take to turn longer term bearish.
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 Global Dow - monthlyCongesting or Up Trending?

• The 2033.33 mid-Feb low held 

the up trend support line from 

the 1624.13 low of Oct 2011.

• However we can forget all about 

new all time highs.

• The most bullish case appears 

to be a retest of the long term 

down trend resistance line.
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 Gold - dailyGold: Imitating a Lead Balloon  

• My classical chart pattern analysis rule #1 is 

to never be long any market that breaks down 

from a big, bearish rising wedge.

• Like Gold did back in mid-May.

• If Gold bulls are really lucky their yellow metal 

holds the 1145.0 to 1100.0 range.
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Bloomberg Commodity Index - monthly

2016 Target Weights
• Energy 31.03%
• Grains 23.22%
• Indus. Metals 17.11%
• Prec. Metals 15.59%
• Beans 11.2%
• Softs 7.41%
• Livestock 5.63%

Still Crawling Higher, But...

What must this broad based commodity index do 

to escape the clutches of the bear?  In Elliott wave 

terms it must climb more than 20% higher from 

here just to reach key long term resistance. Near 

term it looks like it wants to continue chugging 

higher. But taking out 103.00 may be beyond the 

reach of June’s price action.

Energy Components
• Natgas 8.45%
• Brent 7.53%
• WTI 7.47%
• ULSD 3.83%
• Unleaded 3.75%
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Copper - monthly Copper: imitating water flowing down a drain pipe

It is not very flattering to compare the price action of 

Dr. Copper to drainage water. But picture the trend 

channel as an angled down spout and I think so can see 

what I mean. Copper bulls still have no case without 

a decisive and sustained break out above the  2.5800 

level. Good luck with that this month.

Sentiment from Market Vane 
www.marketvane.net
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 WTI - monthly

Commodity Cycle Low

The commodity cycle low 

with the most in common 

with this years 26.05 low? 

That was clearly 9.75 in 1986

$9.75 then $10.65

It took two commodity cycles 

for crude oil to bottom out 

and sustain an advance that 

did not require a war. 

See next page. 

Iraq War Spike Expunged

The spike higher from the Iraqi 

invasion of Kuwait was deleted 

to better focus on longer term 

bottoming action.
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Top Ten WTI Main Points 

1. There is a rapidly growing consensus that crude oil has put in a longer term low, and so all the 

problems of crude oil producers are now behind him. 

2. However the history makes quite clear that the second part of point #1 does not follow from the 

first. This fact is made especially clear from the previous page monthly chart of WTI.

3. If 26.05 in WTI from 11 Feb 2016 was a commodity cycle low, then in terms of oil market funda-

mentals the commodity cycle low with the most in common with 2016 was clearly 1986.

4. In both instances there were too many new crude oil producers and not enough demand.

5. In both situations the excess crude oil production was spurred by higher prices.

6. And in both cases the response from Saudi Arabia was to worsen the glut. 

7. Now they say with good reason that history does not repeat itself, that history only rhymes, that 

lightning never strikes twice, and so on and so forth. 

8. So it is all too easy to come up with a brilliant list of reasons why 1986 is not relevant, and why 

it will be different this time around.

9.  But what if, as was the case from 1986, it takes a long time for the crude oil market to re-

balance? Then we can expect that the next few years will suffer several crude oil nose dives 

like those highlighted in red on the previous page.

10. And if one of those nose dives  is indeed on tap, then my technical analysis of WTI tells me that 

it may well begin from this side of the $55.00 level. See the next three pages.
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 Spot WTI - dailyWTI: Imitating an Up Trend Channel?

• It you do not look too closely it resembles an up trend channel.

• However a closer look reveals a bearish rising wedge lurking 

within this bullish up trend channel.

• And then there is the fact that we are into the epicenter of 

the seasonal peaking window.

• And what was the last time the daily RSI was this overbought?

• It was at the 107.68 high back on 13 June 2014.

Suggestions

1. Treat being long up here like 

walking on thin ice.

2. Do not wait for a break of the 

up trend channel support to 

exit length.

3. Exit if the dashed rising wedge 

support line breaks. 
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 WTI - monthly Key Ratio Resistance

As per my .236 rule of thumb, bulls need a decisive 

and sustained break out above $47.00 to further the 

case for 26.05 as the 15 year cycle low.

Sentiment from Market Vane 
www.marketvane.net
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 WTI - dailyKey Elliott Wave Resistance

• So how far exactly is the just cited big picture 

.236 retracement at 54.66 from the key Elliott 

wave target at the 54.57 level?

• More than close enough to be a prime candidate 

for a seasonal peak - if not for the high of this year.
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 RBOB - daiy

Bearish Rising Wedge

There is no gray area, no room for debate. 

The entirety of this pre-season rally is a 

bearish rising wedge. And a bearish rising 

wedge is a peaking pattern. And the sell 

signal of a bearish rising wedge  is a decisive 

break below the support line. And RBOB is 

perilously close to that line - in green.

Key Resistance?

Still peg 1.7390 pivotal Elliott 

wave resistance. However 

from the perspective of this 

chart key resistance is the 

wedge resistance line in red.

See next page.
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Top Ten RBOB Main Points 

1. From the perspective of the top three Gasoline winter to spring rallies this years pre-season 

rally was the most bearish in history. 

2. As I warned at the time, the May minus Dec RBOB spread peaked in December when it should 

have been bottoming. And it bottomed in April when it should have been peaking.

3. I also warned back in January that the RBOB Crack was peaking when it should have been bot-

toming. [ 2nd month RBOB minus ( WTI + Brent /2 ) ]

4. Then instead of a pre-season rally this crack gave a massive double top into the critical long 

term down trend resistance line.

5. And I warned back in late December that the May RBOB minus ULSD spread had just peaked 

when instead it should have bottomed. It fell sharply into Feb then merely congested into expiry.

6. So from December until now, instead of leading the petro complex higher as it had always done, 

it has been consistently weaker than both crude oil and distillate.

7. And then there is the not insignificant fact ( just highlighted on the previous page ) that the 

entire spot pre-season rally has been one, big, bearish, rising wedge, peaking pattern.

8. And while it is very, very easy to over-look on the charts, spot RBOB just started giving bearish  

RSI divergence on the weekly chart.

9. Spot RBOB has been giving bearish RSI divergence on the daily chart since 16th May. 

10.  Back in Q4 fundamental analysts were wildly bullish on spring RBOB. Now they are very bullish 

on summer RBOB. Their position is not that they were wrong. They were merely right too early.



Walter J. Zimmermann Jr.     walterz@united-icap.com June 2016 Outlook

- 19 -

 ULSD - dailyPowerful Advance, Big But...

There is no dismissing the powerful nature of this advance. How-

ever the bearish rising wedge shape marks it as a powerful short 

covering rally. And it is a short covering rally that still fits within 

the parameters of a bear market correction. To escape the clutches 

of the bear a decisive monthly close above 1.6000 is required.
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Natgas - dailyTwo Candidate Zones for Spring Peak

• Last weeks report cited 2.420 - 2.495 for a seasonal peak. 

• Natgas is knocking on that door as I write this.

• And if 2.500 is decisively exceeded?

• Then  the 2.760 - 2.850 range becomes possible.

Note that going into Wednesday ‘Market Vane’ sentiment was still 

only 30% bulls. So there are still an awful lot of unhappy shorts 

on board here. And unhappy shorts drive short covering rallies. 


