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CRUDE AWAKENINGS

TRADING BIAS DAILY

K wri: NEUTRAL as of-586%R 8098 S
K BRN: NEUTRAL as of-6B&CcR 16758 S
K NG: NEUTRAL as of-D88%R 1-3.0%S
K RB: NEUTRAL as of- 1D24R * 18138
K Ho: NEUTRAL as of - 7&65 RL 3 208.99

TRADING BIAS WEEKLY

WTIl: BULLISH asof Dec 29 é
BRN: BULLISH asof Dec 29é
NG: BULLISH asof Dec 29é S$2.804 R-3.110
RB: BULLISH asof Dec 29é $S174.75 R-184.55
HO: BULLISH asof Dec 29 é S-202.02 R-211.71

$59.19 R-61. 67
$65.31 R-68.47

TRADING BIAS MONTHLY

WTI: BULLISH as of Nov 2017 € S- 5795 R- 62. 99
BRN: BULLISH as of Nov 2017 € S- 6347 R-70.45
NG: BULLISH asof Dec 2017 é S- 2.637 R- 3.306
RB: BULLISH as of Aug 2017 € S-169.91 R-189.80
HO: BULLISH as of Sep 2017 €S- 196.63 R- 217.52

PRICES WERE STRONG AT THE END OF LAST YEAR é
natty finally decided to heed Mother Nature 6s ad\h
while oil finished 2017 on a strong note. Arctic weather
through key heating markets throug h the northern
latitudes and growing unrest in Iran set the table for a
bullish start to 2018. As goes today in NYMEX WTI, as
of writing , we have already t aken out Friday & 60.51
high print in overnight trading. On the downside, we

spot a 29% p robability that bears can challenge
support at  Friday & 59.82 low print . Over in the gas
market, we have already smashed Friday & 3.008 high
print thanks to Old Man Winter On the downside, we
figure a 42% probability we can challenged Friday &
2.920 low print .
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Good n ews for natty bulls?

Per AccuWe at he maéor gtorm
is forecast to spin up just off the coast for the second half of
the week. Cold air rivaling that of the past 100 years for early
January will make it painful to be outdoors and may lead to

damage inth e central and northeastern United States.

NYMEX NATURAIBULGIALS é

Okay, Mother Nature is doing her
upon this opportunity? Last week, January gas

part. Will natty bulls seize
bottomed 2

ticks below our 2.600 weekly lower tipping point and 1.3
cents below our 2.611 intramonth lower limit. The market
peaked 2 ticks above the prior w

expired at 2.738, up 7.1 cents in its final week. However, with
winter opening on a historic note, February gas rallied 17.4%
(trough -to -peak)!

1 Weather

] Last week, apparent demand was exceptional through

key gas furnace market areas. For instance , overnight
lows (inclusive of wind chill) in Chicago averaged -6.1°F,
while temps in Boston averaged 5.2°F. Overall NERC gas

flows for residential spac  e-heating surged 13.0% to the
highest level since January 2016. Demand for power
on ERCOT rose 10.2%.
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1 For this Thursdayds storage
5-year mean movement is a 99 Bcf delivery. Last
year the EIA reported a meager 49 Bcf delivery.

The early consensus is calling for a massive
delivery of 4215 Bcf N12.

1 As advertised, gas -fired weather demand is
strong this week through key heating markets

in the northern latitu des. Overnight real -feel
temps in New York City are expected to average -
1.0°F. As a result, demand will spike to 304

degree days above normal. Real -feel lows in
Chicago are forecast to average -15.6°F, which will
generate an additional 373 degree -days above
normal. Demand for power on PJM through the EIA

week ended this Friday is forecast to come in 18.2%
higher on the week and 23.2% higher compared

with the corresponding week from a year ago.

Baker Hughes

T U.S. gas rigs fell by 2 from a 10 -week high to 182.
The year -over -year surplus moved down from 55 to
50 rigs.

CFTC

1 As of last Tuesday, Wall Street longs fell by 3.1% to
466,346 NYMEX and ICE futures, options and swaps
(72 percentile). Speculative shorts inched up by
0.8% to an 82 -week high of 351,739, 78
percentile. The ratio between spec longs to shorts
fell from 1.38 to 1.33 (63 4 percentile) as a result.

th

1 Intraday volatility in the February 2018 NYMEX
Henry Hub rose by 410 bps to a a52%
through the CFTC reference week, which raised

basis, bullish speculators in the s

taking a a4%$428 million wa
2.7% week -over-week decrease. Conversely,
bearish speculators were taking a life -

contract high daily gamble
translated to a 1.3% week

of $323 million, which
-over -week rise in risk.

1 On the commercial side of the market, producer and

merchant length held by the midstream and
downstream fell by 1.3% to 1,111,803 (98
percentile).  On the upstream side, short interest fell

by 3.5% to 666,995 contracts (79 th

Meanwhile, the len gth held by swap dealers fell by
2.8% to 381,288 (94 " percentile) and their short
position fell by 1.2% to 1,002,546 (88 th percentile.

As far as this week goes in February, a drop below our
lower tipping point at 2.877 alerts to weakness towards
support at our 2.804 inflection low. Below here, we lo
to see if Bulls can hold support at our 2.664 intra

low. Then again, break above our upper tipping point at
3.031 opens the door to our 3.11 inflection high. Through
here, we'll look to see if Bears ca  n stem the tide at our
3.273 intra -week high.
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Protestsin Iran

Principal towns affected
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Venezuela, Saudi Arabia, Qatar an
year of the Black Swan?

dlrané wildl
Tehran (AFP) - Fresh protests broke out as night fell in
Tehran on Monday, local media reported, a day after 10
people were killed in violence across the country. The
latest demonstrations came despite President Hassan
Rouhani's vow that the nation would deal with "rioters and
lawbreakers". US President Donald Trump, who has
repeatedly criticised Tehran over four days
demonstrations, said it was "time for a change" and that
the Iranian people were "hungry" for freedom.

P mplied dol I ar intraday var Heck, Iranian students just might end up doin

cents. Based on the price path on the NYMEX and ' - ! g P 9
A of OP E C teavy lifting

Wa | | Streetds | engt h, we can
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NYMEX WBULEISH

Last week February WTI, bottomed 1.44 points above the

pri or weekO6s 56 pen8d?5 cents apoveiamdt
finished 4 cents below our 60.46 monthly upper
inflection point at 60.42, up 1.95 points.
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Will this be the year WTI gets back to $70? We have our
doubtsé unl ess ,wdseecaBlacks eSwan.

1 CFTC
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1 Net shorts held by swap dealers 0 a good metric of
producer hedging o on the NYMEX have now posted
nine consecutive all -time highs In return,
shorts relative to production moved out to the

highest level & 84 days 0 in at least five years,
i.e. when  production was less than 4/5 t h ogf ts
current record pace and NYMEX WTI was

trading upwards of $110/b.

1 Furthermore, crude oil producer and merchant
shorts rose by 0.6% to 541,223 contracts (74 th
percentile). In return, the ratio of producer shorts

to production rose from 55 days to 56 days.
Downstream hedger 6s |l ength
508,853 contacts (98 ™ percentile).

1 The number of long contracts held on Wall Street
rose by 5.3% to an all -time high  of 453,470, while
the amount of short contracts fell by 11.0% to
41,498 (20 ™ percentile). In return, the ratio of
longs/shorts rose from 9.2 to 10.9 (98 th percentile).

1 Last week the oil VIX on NYMEX WTI fell by 164 bps

to 419% through the CFTC re
i mplied dollar i ntr adraly dowmar
20.8%.

T Based on NYMEX prices and We
can estimate that on a daily basis, bullish
speculators were taking a $325 million wager each
session, which comes to an 18.3% week -over -week
fall. Conversely, bearish speculators were taking a
$30 million gamble for a 30.5% week -over -week

fall.

1 Baker Hughes

1 U.S. oil rigs were unchanged for a second straight
week at 747. The year
bps to 42%. The count in the Permian was
unchanged at 398 and thus held nea
level, 400 rigs, since February 2015. Meanwhile,
the Canadian count plunged by a seasonal 58 rigs.
The count fell to 62, but the year
rose from 1.1x to 1.2x.

For this week in January WTI, a drop below our lower
tipping po int at 59.8 alerts to weakness towards our
59.19 inflection low. Below here, we look for support
our 58 intra -week low. Then again, strength above our
upper tipping point at 61.05 opens the door to our 61.67
inflection high. Through here, we will look
to hold at our 62.94 intra -week high.

| CE B REBULLESH

Last week February Brent bottomed 2.00 points above the
prior weekos
our 66.95 weekly upper inflection point and
cents below  our 66 .95 weekly upper inflection point at
66.72, up 1.47 points.

1 ICE

1 According to the latest update from the ICE,
speculative length on Brent crude oil futures and
options fell by 1.2% from
contracts  to 596,722 (98.4 ™ percentile).
flipside, speculative fell by 1.8% to 58,677 contracts
(41 st percentile).

1 Implied volatility in the spot ICE Brent futures fell by
394 bps to a &17% averag
reference week, which implied dollar intraday
variance of 71 cents, down 0.3% on the week.

1 Based on | CE prices and
estimate that on a daily basis, bullish speculators
were taking an ave rage $424 million
session, down 1.5%. Conversely, bearish
speculators were taking a $42 million gamble for a
2.1% week -over -week fall.

1 For every $1 bears were risking on lower prices,
bulls were risking $10.17 (93
week -over -week.

As far as this week goes in the market for March delivery,
a failure to hold support at our lower tipping point at
66.08 alerts to weakness towards our 65.31 inflection low.
Below here, we will look for support to hold at our 63.79
intra -week low. Then again, a break above our upper
tipping point at 67.67 opens the door to our 68.47
inflection high. Through

to hold at our 70.1 intra -week high.
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NATURAL GAS

On Friday, February gas bottomed 6 ticks above our 2.914
monthly lower tipping point and peaked 9 ticks above our
2.999 intraday upper limit. The market finis hed 2017 3 ticks w8
below our 2.956 daily upper inflection point and 4 ticks 228

above our 2.949 intraweek upper limit at 2.953, up 3.92 cents.

OIL WTI G Open 59.91 High 60.51 Low 59.82 Close 60.42 Chng 0.58

On Friday, February WTI bottomed 3 8 cents above
Thursday & 59.44 low print , peaked 10 cents above our
60.41 daily upper inflection point , monthly upper inflection
point. The market closed 2017 1 cent above our 60.41
daily upper inflection point , monthly upper inflection point

at 60.42, up 58 cents.

NAT GAS G Open 2.93 High 3.008 Low 2.92 Close 2.953 Chng 0.039

NYMEX Natural Gas February 2018

As far as today goes for G natty, a drop below our

lower tipping point at 2.919 alerts to weakness
towards our 2.885 inflection low. Below here, we
look for support at our 2.82 intra -day low. Then
again, st rength above our upper tipping point at
2.988 opens the door to our 3.022 inflection high.
Through here, we will look for resistance to hold at

our 3.092 intra  -day high.

As far as today goes for G WTI, a drop below our lower
tipping point at 60.14 alerts to weakness towards our
59.87 inflection low. Below here, we look for support at
our 59.33 intra -day low. Then again, strength above

our upper tipping point at 60.7 opens the door to our
60.98 inflection high. Through here, we will look for
resistance to hold at our 61.53 intra -day high.

Tuesday , January 02, 2018 contact@schorkreport.com

© 2018 THE SCHORK GROUP, INC

Page 4


mailto:contact@schorkreport.com

