‘Consolidation pattern’ shows oil still in wait-and-see mode

OIL prices are waiting for
a signal from markets and
oil prodiuects to move out
ofa six-month trading
range, but are unlikely to
retum to the historical
highs experienced in mid-
2008, according to Mark
Umansky, thisweek's
technical analyst
MrUmanskyisa
private ttaderand a
councillorof the Vic-
totian branch of the Aus-
tralian Technical Analysts
Association. He is certi-
fied by the Intermational
Federation of Technical
Analysts and hasworked
as an analystin New York
and Switzerland.
Theprice of coude il
reached a record
S115147.31 a barrel in July
2008, passing the highs
reached during the oil
shocksof 1973 and 1979,

‘started moving higher,

[t then fell for six
months as the financial
crisis undermined the
global economy. Ithita
low of $11533.50 a barrel
in Fehruary lastyear
before rising again,
althouph not by much.

Fora few months it
looked as if the price had
returned o historical
averages between SUSLO t
and $T7542,

“Prices then consolid-
ated between $LI533.50
and $LI564.62 for five
maonths ... . confirming
the'existence oflong-
term support from
instifutions,” Mr
Umansky said.

His chart of monthly
pricemovernents shows
that last May forward-
delivery contract prices
received aboost and
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reaching SUISE3.951n
January this year.
However, since
September last year oil
prices have been ina
“consolidation pattern’”,
“Cument consolida-
tion of prices suggests
institutional indecision as
to where the uinre value
of crude oil lies," Mr
Umansky said. “Institu-

tions may allow the crude
oil prices to continue to
be held within the curmrent
tight price range until
clear new information is
available from the capiral
markets and supplying
nations.”

Crude oil contracts
raded ar$USB1.10a
barrel on Friday.

When the price does

muove outside the'consol-
idation zome, it could
reach U505 a harrel if it
moves upwards or fall to
HUI555 a4 barrel ifit
declines. These target
prices are found hy
addingorsubtracting the
size of the current pat-
tern's range from either
the support or resistance
ling, depending on the

direction of the breakout,

Mr Umansky said the
international oil market
had recently been free of
abnormal factors, such as
disastets in oil-producing
repions or more fnancial
crises, and thismade it
easier foriechnical
analysts to find patterns;

“The current rise is
in line with technical
analysis theory,” he said.
“The markets are behav-
ingas theyare supposcd
10 he behaving under
normal situations, which
triakes it anideal market
to follow.”

The percentages on
the chart are Fibonacci
retracement levels show-
ing possible support and
registancelevels. They are
mathemartical divisions of
the previous range from
$US14731 to $17533.50,




