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We presented the above four charts in a mid-May analysis of the crude oil market (New York WTI and the 
Precious Metals, May 14, 2014).  The charts feature a deep selloff followed by a prolonged recovery that 
terminates with a triangular pattern consolidation (shown between red trend lines) before the underlying 
long-term uptrend resumes.  The above charts in blue, starting at the lower left and moving clockwise, are 
weekly silver during 2010-2011, weekly gold during 2006-2007, weekly gold during 2009 and, in black, 
monthly crude oil during 2009-2014.   The crude oil pattern is not confirmed but we inferred that the 
market is behaving similarly to the historic silver and gold charts.  Note that we are comparing a monthly 
crude oil chart with the various weekly precious metals charts. 
 
In a follow-up report (New York WTI, a Second Look, May 21, 2014), we discussed the apparent triangle 
that spans 2012 - 2014, a potentially smaller April - May triangle within the 2012 - 2014 pattern and the 
market's intermediate-term momentum condition that was conducive to further rally development from a 
spot-month NYMEX price then at $103.85.  We commented, "Ideally, what we would like to see happen is a 
stall out below the March $105.22 high and another...intrarange selloff back below $100."  Market action in 
June cleared $105.22, reaching a June 20, 2014 high at $107.73.  That negated the potential small internal 
triangle interpretation but otherwise did not affect the 2012 - 2014  triangle's appearance.  However, aggressive 
selling pressure since June 25th has moved spot-month NYMEX from an intraday high at $107.50 to a low-to-
date July 11th at $100.44.  That selloff has set the stage for weakness below $100. 
 
With that prospect in mind, let's take a look at our Elliott Wave annotated weekly crude oil chart below that we 
showed in the May 21 report.  Instead of a weekly ADX Trend Indicator we have included a weekly (14-period) 
stochastic oscillator for momentum perspective. 
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Annotations on the above weekly crude oil chart are essentially unchanged from May but we have made 
a few additions.  First, let's recap our overall working viewpoint.  Because of the potential pattern analog 
on our first set of charts above (i.e. the weekly and monthly comparisons), we are imposing a bullish wave 
interpretation on the weekly crude oil chart above.  We have assumed that the wave sequence shown 
started from a low at $33.55 basis spot-month NYMEX that occurred the week ending February 13, 2009.  
Note that our $33.55 start is above the absolute 2008 low at $32.40 that occurred in the week ended 
December 19, 2008.  From $33.55 we see a 3-wave advance (annotated 1,2,a-b-c-d-e 3).  Notably the 
next downswing, wave 4 (annotated), bottomed slightly below a 50% retracement of the preceding Wave 
3 advance. The next up leg, Wave 5 (annotated) topped out at $114.83 the week ended May 6, 2011.  
We consider the entire sequence to that point as being the first leg (labeled I in yellow circle) of a much 
larger sequence that will eventually comprise waves I - V. 
 
Wave structure since May 2011 is a lengthy and complex pattern -- in the jargon of wave analysis we 
think it is potentially a "double combination".  The structural construct of such a pattern in an up trending 
market is that of a 3-swing decline, a connecting rally, and then a triangular consolidation.  You can see 
that in the line schematic shown below the continuation bar chart; graphically, that pattern would be 
described thus:  A-B-C-X-A-B-C-D-E. 
 
In the above chart we annotated an initial 3-swing decline, a-b-c, that bottomed in proximity to a  50% 
retracement of the entire preceding 5-wave advance; next comes a connecting rally, labeled X; and finally 
a triangle (incomplete at this time), bounded by converging yellow trend lines and labeled A-B-C-D-E?. 
We see 2 Fibonacci relationships within the triangle:  Wave C retraced approximately 61.8% of wave B 
and Wave D retraced approximately 78.6% of Wave C.  Those successive swing relationships bolster our 
confidence in the pattern's integrity. 
 
In triangles, it is a given that each wave must retrace at least 50% of the preceding wave except for the 
terminal E-wave that has no such constraint.  It can retrace less than 50% of Wave D and be complete or 
it can completely retrace Wave D.  Retracement values relative to Wave D are 50% = $99.48, 61.8% = 
97.64, 78.6% = 94.77 and 100% = 91.24, the last being the end point of Wave C. 
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In summary, the analog comparison in crude oil prices since their 2008 all-time high near $150 to similar, 
albeit not nearly as time consuming, patterns that occurred in precious metals markets' up trends implies 
potential for an eventual new leg up above $1.15 in oil prices.  Presently, the market is under strong 
selling  pressure that has set the stage for a test of support in the $90s range.  That test should either 
confirm or negate the bullish wave interpretation that we have imposed on price structure since May 
2011.  The underlying price zone for a probable exhaustion of current selling pressure falls between 50% 
and 78.6% of the January - June 2014 advance: $99.48 - 94.77.  If a successful low does occur, our 
guess is that it will be in the 61.8 - 78.6% retracement area at $97.64 - 94.77.  However, bear in mind that 
the market could weaken toward $91.24 without damaging the bullish wave interpretation shown above.  
If prices stabilize above $91.24 we would need to see the presently declining weekly 14-period stochastic 
oscillator turn up before expecting a sustained advance.  Spot month Nymex below $91.24 would negate 
our current wave interpretation and cause us to reconsider the veracity of the entire 2008 - 2014 bullish 
crude oil - precious metals analog. 
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Note:  Some price points in the inactive front month Comex, Nymex, CME and CBT futures (i.e. the continuation chart plots) 
may have been extrapolated from prices in the first active month and may reflect either the official exchange session or 
electronic data that occurs after official exchange hours.  In those markets closing daily  values generally approximate the 
Globex close at 5:00 -  5:15 PM ET. 
 
Charts constructed with Omega Research SuperCharts and Equis MetaStock. 
Data Source: Commodity Systems Inc.; Reuters Datalink 
 
This report is for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale 
of any commodity, futures contract, or option contract.  Although the statements of facts in this report have been obtained from 
and are based upon sources that are believed to be reliable, we do not guarantee their accuracy and any such information may be 
incomplete or condensed.  We do not assume responsibility for typographical or clerical errors in this report.  All opinions 
included in this report are as of the date of this report and are subject to change without notice.  Employees of Eidetic Research 
may hold positions in futures, options or cash markets that are either in accordance with or contrary to stated conclusions within 
this report. 

 


