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on an Oil Bounce...

onginally published January 19th, 2016

We'll start by reminding ourselves that oil has arrived at a downside target at the lower boundary of an
orderly downtrend channel in an extremely oversold state, as we can see on the 6-month chart for Light
Crude below. That means that we are likely to see at least a feeble rally here, and possibly considerably more
if the dollar drops hard soon, as is looking increasingly likely. The chances of a short-covering rally igniting
soon are increased by the fact that virtually NO-ONE is bullish on oil now.

$WTIC Light Crude Oil - Spot Price (EOD) CME @ StockCharts.com
15-Jan-2018 Open 32.11 High 32.13 Low 30.06 Close 3063 Volume 325.0K Chg -0.53 (1.70%) v
MRSI(14) 26,31 | ; ) ]
With oil now heavily oversold and sentiment in the re0
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Now we will look at 2 vehicles that may be used to capitalize on a recovery rally by oil, both of which are
cheap having been severely beaten down. Like oil they are both at targets at the lower boundaries of their

respective downtrends.

The first of these is the United States Oil Fund, code USO, $8.79, which is extremely oversold and has opened

up a huge gap with its m

oving averages...
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Oilis so incredibly oversold here that it might be worth giving this a go. We did in fact buy
it a couple of days ago so Friday's drop has resulted in a loss. However. it is showing
vanous signs of at least temporary downside exhaustion. The “Star” candlestick that
appeared on Friday leoks bullish, so we may end up with a “Moming Star” reversal if
it rallies today. If the dollar drops hard soon .as is looking increasingly likely. then it
could amplify any recovery rally. and there is a growing danger of a ratcheting up
of tensions between between Iran and Arabia, which so far the market has ignored.

USO United States Oil Fund, LP NYSE @ StockChartscom

15-Jan-2016 Open 5.75 High 850 Low 8.64 Close 8.79 Volume 92 8M Chg .044(477%)v
MRSI(14) 21,34

re0
70

e s

UNITED STATES OIL FUND: 6-month Critically oversold on RSl 10

W USO (Daily) 8.79 - — 176

—MA(S0) 11,82 \ FLAT-TOPPED = ——_ 17.0

—Ma(200) 15,82 BROADENING PATTERN e 185

. RESISTANCE ? 18.0
W" 155
150
145
E14.0
13.6
13.0
125
120
115
t11.0

105

)
Hy

10.0

9.5

Bullish looking candlestick on Friday - a 9.0
“Morning Star” reversal may occur here. —
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Next is the much more highly leveraged Direxion S&P Qil & Gas Bull 3X Shares, code GUSH, $3.69, which may
be utilized by those who, conversant with the increased risks created by the high leverage, are out to
maximize gains from any rally...
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GUSH Direxion Daily S&P Oil & Gas Exp. & Prod. Bull 3X Shares AMEX @StockCharts.com
15-Jan-2018 _Open 362 High3.78 Low 3.32 Close 3.69 Volume 17M Chg -0.44 (-1085%) v
MRSI(14) 28.65
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Note the bear Pennant halfway down the steep
decline from early December. GUSH is now
critically oversold on its RSI. deeply oversold o
relative to its 50-day moving average and at
the lower boundary of its steep downtrend
channel where a possible reversal candle
has appeared. Rated a spec buy here for rally. +
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End of update.
This article will be filed under ETFs in the Archive.

Posted at 9.30 am EST on 19th January 16.
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