
The Outlook:  Sept. 20, 2024 
  

Oil:  nervous crowds, jumping on trains. 
  

If we want to understand the market, we must understand people:  how we think and make decisions as 
individuals, and how we do those things as crowds.  The market is not some mysterious, all-knowing 
thing.  It’s a very, very big crowd.  The emotions and actions of most of the people in this crowd are 
driven by:  
  

1. The strong desire to make money fast. 
2. The overwhelming desire to not “lose” money, even temporarily. 

  
In other words, it’s a nervous crowd.  Here’s the heart of the matter.  Any one of us, once we let those 
two engines drive our actions, will stop thinking straight:  that is, we won’t take the time to painstakingly 
look at all the facts—at the whole picture, not today’s headlined corner of it.  Instead we’ll let our 
passing impressions drive our actions . . . because if what really matters to us is making money fast and 
never losing it, then every single day we must focus on what the rest of our crowd might feel and do, 
based on the day’s impressions.  
  
That’s not working to understand the truth.  It’s guessing about how a nervous crowd will feel about 
things . . . at the moment. 
  
Here’s a picture of the last few miserable months in the oil market. 
  

 
  



Now a warning about what comes next, below.  It’s speculators’ jargon, foggy and dense, and we have to 
work at making ourselves wade through it.  But it might be worth it, this time, because it shines a spotlight 
on a completely typical “nervous crowd” in the market. 
  

Oil Market Ignoring Imminent Production Cuts by OPEC 
  

Sept. 11, 2024 by OilPrice.Com 
  

During this months-long oil price selloff, hedge funds and other money managers have turned 
the most bearish on crude since the CFTC started to publish information on market positioning, 
with speculative positioning in crude oil currently extremely short.  Brent and WTI net longs 
totaled a mere 139,242 lots in the week ended September 3; net speculative long bets across 
the four Brent and WTI contracts clocked in at a mere 2.3% of open interest, the lowest level 
going back to the start of 2011 and 2 percentage-points below the pandemic-era low. Net selling 
over the past week came in at 108.8 million barrels (mb), bringing cumulative net selling over 
the past eight weeks to 311.2 mb. Meanwhile, commodity analysts at Standard Chartered have 
reported that the bank’s proprietary money-manager crude oil positioning index has sunk to -
100.0 for the first time this year. 

According to commodity experts at Standard Chartered, there has been little so far to 
discourage trend-following algorithms from increasing the size of their short positions, with 
Brent having settled lower on 14 of the past 20 trading days and intra-day highs have been 
lower on 16 of those 20 days, including all of the past eight. StanChart says the current extreme 
in positioning is based on incorrect expectations of a looming crude oil surplus coupled with 
weakening economies in China, U.S. and Europe. More importantly, traders are overlooking the 
imminent removal of even more barrels from the markets in the coming months. 
  

The splashy colors are Outlook’s, of course; also the line under “trend-following algorithms.”  Outlook’s 
clients always hear us talking about “the crowd” and “people,” etc.  A “trend-following algorithm” isn’t 
“people,” is it?  It’s basically a fancy statistics formula, thunk up by some genuine “people” who . . . want 
to make money fast, and try to never lose it.  So there are formulas and there are formulas.  The one 
describing the acceleration of a falling object is cold truth:  the whole story, that’s it.  But the ones which 
essentially try to predict the behavior of crowds—which is what “trend-following algorithms” do—are a 
very long way from the cold truth.  They might get it right . . . until one day they get it wrong.  
  
Good for Standard Chartered’s “experts,” up there, who were willing to say, basically, “The bettors’ 
algorithms have it wrong.  Some oil-market facts will be showing up, one day, and the gamblers’ 
formulas will be dropped like hot potatoes” (until they can be revised.)  And that, of course, is how all 
markets work:  the nervous crowd rules, no matter how wrong its impressions may be—until enough 
cold facts show up to change its mind.  Then it jumps on the train going the other way.  
  
At Outlook, of course, we try to get on only one train:  the one going the right way, in the long 
run.  We’ll live longer that way, and spend less time being nervous. 
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The remarks above aren’t a general recommendation to buy or sell particular securities.  Such decisions 
should only be made in the context of an investor’s own circumstances.  Stocks and bonds carry the risk 
of loss. 
 


