28 / MUT - TIMING AND TACTICAL INSIGHT

Last upside retest for Oil, before it follows other risk assets lower

Over the last few months, the uptrend on Oil has stalled. Brent topped out back in May, while WTI made a new high in early
July. While both have been consolidation down since, they are currently attempting to retest these highs. At this stage, it
seems rather late in the cycle to consider a strong break-out. In this article, we consider the possibility that an important
top on Oil may be just a few weeks away as well as the consequences this would have on the Energy sectors in the US and in
Europe.

Brent Qil (USD/barrel)
Bi-monthly graph or the perspective over the next 1 to 2 years
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the move up since 2016 must still be

labeled as an upside correction, not a strong secular uptrend). In such situations, retracements can be quite bloody. They often
retrace most of the previous bounce. We would hence recommend to take profit on Qil and QOil trades over the next few weeks as

the following months/quarters may provide a strong reality check.

Brent Oil (USD/barrel)

Weekly graph or the perspective over the next 2 to 4 quarters
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end / early 2019. The C Corrective targets to the downside we can calculate for this correction based on our historical volatility
measure “Delta” (here at 37.26 USD/barrel; middle rectangle, right-hand side) are between 61 and 50 USD/barrel (i.e. 0.5 to 0.8
times our “Delta” subtracted from the 79.8 top in May).



Brent Oil (USD/barrel)
Daily graph or the perspective over the next 2 to 3 months
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rolls over until it starts correc-

ting down more aggressively from early October into November. Combining both, we expect Brent to push slightly higher
over the next couple of weeks before it reverses down into November. In this Autumn sell-off, first levels of support will
be found in the high 60s USD/barrel (C Corrective targets to the downside; right-hand side). Below these, the next levels
of support we can calculate is between 60 and 53 USD/barrel (1.3 to 1.7 our historical volatility measure”Delta”- here at
15.7 USD/barrel; middle rectangle, right-hand side — subtracted from the 79.8 USD/barrel May high).

WTI Light Crude Oil (Spot)
Daily graph or the perspective over the next 2 to 3 months
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tive targets around 62 in first instance (right-hand scale). Below this level, the next target levels we can calculate (I impulsive
targets to the downside) are towards the 55 to 49 USD/barrel range (i.e. 1.3 to 1.7 times our historical volatility measure
“Delta”- here at 15.01; middle rectangle, right-hand side- subtracted from the graph’s highest point at 74.36). Hence, we
expect both Brent and WTI top start rolling over again between now and early October, Brent may make marginal new
highs, while WTI probably won’t. This discrepancy is probably due to ongoing political tensions in the Middle East and the

Persian Golf related to the war in Syria and the US sanctions on Iran.
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US Energy sector — S&P

Weekly graph or the perspective over the next 2 to 4 quarters
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US Energy sector — S&P

Daily graph or the perspective over the next 2 to 3 months
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European Energy Sector — Dow Jones Stoxx 600
Weekly graph or the perspective over the next 2 to 4 quarters
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Both oscillator series (lower and upper rectangle) suggest that a correction phase may lie ahead, probably between now
and early 2019. Our C Corrective targets to the downside (right-hand) suggest 8 to 17 % of retracement to the downside
potential until then.

European Energy Sector — Dow Jones Stoxx 600
Daily graph or the perspective over the next 2 to 3 months
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towards our C Corrective targets to the downside around 310 or circa 7% below current levels. If these levels break, which
according to the projections we show on our oscillators is likely, the I Impulsive targets to the downside we can calculate
are into the 291 — 269 range, 13 to 20% below current levels (i.e. 1.3 to 1.7 times our historical volatility measure “Delta”

here at 54.5- middle rectangle, right-hand side — subtracted from the graph’s high at 361.5).

31



US Energy sector — S&P vs the S&P500 Index
Weekly graph or the perspective over the next 2 to 4 quarters
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European Energy Sector — Dow Jones Stoxx 600 vs the Europe Stoxx 600 Index
Weekly graph or the perspective over the next 2 to 4 quarters
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Concluding remarks

On our long term Bi-Monthly and Weekly graphs, Oil has probably reached an important intermediate top. The correction to

the downside that follows should last at least into early next year, and potentially into the second half of 2019. The downside
potential may be as low as the mid/high 50s USD/barrel on Brent, and the low 50s on WTI. We also expect Energy sectors in the
US and Europe to enter a correction phase to the downside. The risk is probably between minus 10 and 20%. We also believe that

these sector should under-perform their respective markets, at least into December, possibly year-end. Shorter term, until end

September / early October, Oil may attempt a last upside retest. It may make new marginal highs on Brent (mid eastern political

risk), yet probably won’t on WTI. October and November should then see both benchmarks move lower into mid/late November

in first instance.



