
In early September, we had forecast that following a last rally into early October, Oil could start selling off quite aggressively into 
Q4. Three months later, the sell-off has indeed been aggressive and is still underway, and in this article, we now consider how 
long and how deep it may continue. 

Brent Oil (USD/barrel)
Daily graph or the perspective over the next 2 to 3 months

On both our oscillator series (lower 
and upper rectangles), Brent Oil 

may have reached initial support late 
November. It is currently bouncing and 
could continue to do so for another 
week or so (upper rectangle). Yet, the 
downtrend is still very strong and we 
would expect further downside poten-
tial into mid January at least, perhaps 
even into late Q1. Oil’s current volatility 
is historically towards the higher end of 
its range, and hence, despite the strong 
correction we have just seen, our I Im-
pulsive targets to the downside (right-
hand scale) have not been achieved yet. 
Over the next month of so, we would 
probably expect Brent to make new 
lows, potentially below 57 USD / bar-
rel, and in worst cases possibly even dip 
into the low 50s / high 40s.

Brent Oil (USD/barrel)
Bi-monthly graph or the perspective over the next 1 to 2 years

The current sell-off started from 
a High Risk position on our Daily 

graph (above). Yet, longer term, Oil 
also reached important intermediate 
tops on our Bi-monthly graph in ear-
ly October. These would usually imply 
between 3 and 5 quarters of consolida-
tion to the downside as shown on both 
our oscillator series (lower and upper 
rectangles). Such corrections can be 
quite drastic, especially when the 
preceding uptrend is still in its early 
stages. Indeed, when considering this 
long term graph, the move up since 
early 2016 is still of corrective nature, 
i.e. it never made it above our long 
term C Corrective targets to the upside 
between 70 and 94 USD/barrel (right-
hand scale). The current retracement 
is hence typical of this early uptrend 

environment, where corrections can typically retrace a substantial portion of the previous move. In such circumstances, we would 
remain prudent on Oil for now, into mid/late Q1 at least. This is similar to our positioning on other Commodities as mentioned fur-
ther up in this issue of The Capital Observer.
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IXC - iShares Global Energy ETF
Daily graph or the perspective over the next 2 to 3 months

For further guidance, we 
now turn to the Global En-

ergy sector, which has also 
been selling off since October. 
As with Oil, it shows strong vo-
latility to the downside, yet its 
timing is closer to the S&P500 
and other equity markets. 
On both our oscillator series 
(lower and upper rectangles), 
we are expecting that the 
downtrend probably conti-
nues further, into early / mid 
January at least, and then 
possibly once again into Fe-
bruary / March. Our I Impul-
sive targets to the downside 
(right-hand scale) also point 

to further risk ahead, possibly 5 to 15% below current levels.

IXC - iShares Global Energy ETF vs MSCI World Index
Daily graph or the perspective over the next 2 to 3 months

The relative graph of the 
sector vs the MSCI World 

seems even more negative. 
Our medium term oscillators 
(upper rectangle) are also sug-
gesting further downside po-
tential towards mid January 
and then perhaps February / 
March, while on our long term 
oscillators (lower rectangle), 
a series of descending tops is 
pointing to an acceleration to 
the downside over the next 
2 months. Our targets reflect 
this risk of strong underper-
formance (right-hand scale). 
We have just broken through 
our C Corrective targets to the 
downside and further under-
performance of minus 10 to 

20% is now expected over the next few months.

Concluding remarks :

Since early October, Oil has entered a rapid sell-off as we had forecast. Its velocity is strong, and countertrends will 
probably be short lived. For now, we expect this downtrend to continue at least into early/mid January, and then 

possibly until February / March. The Energy sector would confirm these negative prospects both on a standalone and a 
relative basis vs the market. On the target front, the downside is still compelling, as Brent could reach down into the mid 
50s or even below.
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