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What is Technical Analysis?

• “Technical analysis is the study of market action, primarily through the use of 
charts, for the purpose of forecasting future price trends.” – John J. Murphy

• Money is either made or lost in the price movement and therefore efforts should be 
concentrated on the study of price movement

• Technicians believe that price action tends to repeat itself because market 
participants collectively tend toward patterned behavior – thus the focus on 
identifiable trends and conditions

• Technical analysis is compliment to fundamental analysis
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Can’t Get There From Here
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Using All the Tools in the Toolbox
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Useful Information is A.R.T.

•Accurate

•Relevant

•Timely
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Accurate and Relevant, but not Timely
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Relevant & Timely, but maybe not so Accurate
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Accurate.  Relevant.  Timely.
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Source: LSEG



Characteristics of the Energy Futures Market
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• An Auction Process to Match Buyers & Sellers

• An Intensity Gauge

• Sustained Intensity Generates Trend

• Have Markets Been Changed by Technology?



Fear Meets Greed in Public
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…And in Private
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Practical Reasons to Use Technicals
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OIL FUTURES: Nymex Oil Up As Market Eyes Likely Inventory Build

By Hyun Young Lee
Of DOW JONES NEWSWIRES

OTTAWA (Dow Jones)--Crude oil futures were trading higher Wednesday, even as U.S. 
oil inventories seemed poised to soar to the highest levels in nearly two decades.

Light, sweet crude for May delivery was up 29 cents, or 0.6%, at $49.70 a barrel on the 
New York Mercantile Exchange. May Brent crude on the ICE futures exchange was 
11 cents lower at $51.85 a barrel.

Crude prices have held up relatively well in recent weeks, hovering around the $50 a 
barrel mark despite a series of massive inventory builds and a poor outlook for demand.

"The market seems to be showing an unwillingness to pay any heed to the fundamental 
picture - there's a building sentiment that demand is going to get better as the year goes 
on," said an analyst at Tradition Energy.



Why Fuel Marketers Use Technical Analysis
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Most marketers don’t have a trading desk as a profit center in their business

                                                      But…

• Jobbers do have to make decisions on when to acquire inventory

• Heating oil distributors must decide when to launch their seasonal cap price 
programs

• Gasoline retailers need to determine when to establish protective hedges             
for their margins

Each of these decisions involves an element of timing.  Technical analysis gives 
decision makers more information to support this process.



Relative Strength Index (RSI)
• Developed by J. Welles Wilder, Jr. in 1978

• The Relative Strength Index (RSI) is an extremely useful and popular 
momentum oscillator

• The RSI compares the magnitude of recent gains to the magnitude of recent 
losses and turns that information into a number that ranges from 0 to 100

• The look-back parameter is the number of time periods to use in the 
calculation.  For an RSI with a 14-day period, the calculation is

• RSI = 100 – (100/1 + RS) 
• RS = Average Gain / Average Loss 
• Average Gain = [(previous Average Gain) x 13 + current Gain] / 14 
• Average Loss = [(previous Average Loss) x 13 + current Loss] / 14  
• Note: "Losses" are reported as positive values 
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Technical Analysis: pre-supercomputers
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Interpreting RSI

• Default settings are typically set at 70 (overbought) and 30 (oversold) 
respectively

• Generally, if the RSI rises above 30 it is considered bullish for the underlying 
commodity, conversely, if the RSI falls below 70, it is a bearish signal

• The look-back parameter is affected by the underlying commodity’s volatility 
and a shorter look-back period results in a more sensitive RSI

•   Overbought/oversold levels can also be adjusted

• It is important to calibrate overbought/oversold and the look-back period with 
the particular commodity being traded
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RSI: Oversold & Overbought in Action
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Source: LSEG



Bollinger Bands 

• Bollinger Bands are a technical trading tool created by John Bollinger 
in the early 1980s and arose from the need for adaptive trading bands 
and the observation that volatility was dynamic, not static as was 
widely believed at the time

• They consist of bands placed above and below a moving average. 
Volatility is based on the standard deviation, which changes as 
volatility increases and decreases

• The bands automatically widen when volatility increases and narrow 
when volatility decreases 

• Bollinger Bands try to answer the question as to whether prices are 
high or low on a relative basis
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The Squeeze

• Bollinger BandWidth is best known for identifying The Squeeze 

• This occurs when volatility falls to a very low level, as evidenced by the 
narrowing bands 

• The upper and lower bands are based on the standard deviation, which 
is a measure of volatility. 

• The bands narrow as price flattens or moves within a relatively narrow 
range 

• The theory is that periods of low volatility are followed by periods of 
high volatility. Relatively narrow BandWidth (a.k.a. the Squeeze) can 
foreshadow a significant advance or decline
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Volatility Pulses
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Source: LSEG



Seasonality 

• Seasonality is the tendency for a commodity to perform bullishly during 
some periods and bearishly during others

  
• It is based on prior trading history and there is no guarantee that past 

performance will equal future performance

• Clearly defined seasonal patterns may offer guideposts to assist in 
decision-making

• Seasonality can be analyzed for specific futures contract months
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NYMEX June RBOB Futures Average Seasonality
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Patterns, Price and Decisions

• No pattern or signal is valid until price actions confirms

• Price is the ULTIMATE indicator

• Technical analysis is always available to assist in decision 
making even when fundamental news is lacking
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Questions or Comments?

David Thompson, CMT
Executive Vice President
POWERHOUSE
(202) 333-5380
ICE chat: dthompson17
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Disclaimer

© 2024 Powerhouse

This material has been prepared by a sales or trading employee or agent of Powerhouse Brokers 
LLC, and is, or is in the nature of, a solicitation. This material is not a research report prepared by 
Powerhouse Brokers, LLC. By accepting this communication, you agree that you are an experienced 
user of the futures markets, capable of making independent trading decisions, and agree that you 
are not, and will not, rely solely on this communication in making trading decisions.

DISTRIBUTION IN SOME JURISDICTIONS MAY BE PROHIBITED OR RESTRICTED BY 
LAW. PERSONS IN POSSESSION OF THIS COMMUNICATION INDIRECTLY SHOULD INFORM 
THEMSELVES ABOUT AND OBSERVE ANY SUCH PROHIBITION OR RESTRICTIONS. TO THE 
EXTENT THAT YOU HAVE RECEIVED THIS COMMUNICATION INDIRECTLY AND 
SOLICITATIONS ARE PROHIBITED IN YOUR JURISDICTION WITHOUT REGISTRATION, THE 
MARKET COMMENTARY IN THIS COMMUNICATION SHOULD NOT BE CONSIDERED A 
SOLICITATION.

The risk of loss in trading futures and/or options is substantial and each investor and/or trader must 
consider whether this is a suitable investment. Past performance, whether actual or indicated by 
simulated historical tests of strategies, is not indicative of future results. Trading advice is based on 
information taken from trades and statistical services and other sources that Powerhouse Brokers, 
LLC, believes are reliable. We do not guarantee that such information is accurate or complete and it 
should not be relied upon as such. Trading advice reflects our good faith judgment at a specific time 
and is subject to change without notice. There is no guarantee that the advice we give will result in 
profitable trades.
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