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Whistling By the Grave
The year 2020 has been a storied one for crude oil. First, we had the big spike following the death of an Iranian General, when we witnessed
per-barrel prices soar into the $60s.1 Second, enter coronavirus and the initial damper on demand which resulted. The third blow came
shortly after that, as Saudi Arabia effectively abandoned OPEC+ and flooded an oversupplied market with more supply. In hindsight, this
only accelerated what was coming. The final move, which had been telegraphed for some time, was the reality that available storage for oil
in the US was nearing capacity. This last straw finally broke as the May futures contract was nearing settlement Tuesday. Crude oil settles in
physical delivery, meaning whoever is holding the contract will be delivered 1,000 barrels of oil.2 With no place to store the physical
inventory, the cost becomes “priceless.” As a result, we saw oil trade as low as -$39.44, which is reflected in the chart of the week below.

Source: https://www.zerohedge.com/energy/wti-maintains-losses-crude-inventories-rise-13th-straight-week
www.ashtonthomaspw.com

1 of 2

CHART OF THE WEEK
April 23, 2020

The second chart is where things get more troubling regarding the “knock-on” effects. We are now trading the June contract, which saw
prices drop from $21.52 to $6.503 intraday on April 21st. Clearly, the oil industry is going to experience pain with prices so low, and some
companies may go bankrupt or be sold for “spare parts.” At this point, the derivative effects need to be evaluated. Banks and bondholders
connected to the soon-to-be defunct oil companies would be impacted. Do they have the wherewithal to absorb the credit losses? What
effect would this have on the high-yield space in terms of widening credit spreads spilling into other industries? Will we see a repeat of May
at the June settlement? We continue to be in very uncertain times and will reemphasize the potential merits of caution and reduced risk.
Kevin Churchill, CFA®, CFP®
Chief Investment Officer
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https://finance.yahoo.com/news/crude-oil-price-63-87-084051288.html
https://www.cmegroup.com/trading/why-futures/welcome-to-nymex-wti-light-sweet-crude-oil-futures.html
https://finance.yahoo.com/quote/CLm20.NYM/history?p=CLK20.NYM

Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or
product (including the investments and/or investment strategies recommended or undertaken by Ashton Thomas Private Wealth, LLC), or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable,
equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer
be reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute for, personalized investment advice from Ashton Thomas Private
Wealth, LLC. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. Ashton Thomas
Private Wealth, LLC is neither a law firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting advice. If you are a Ashton Thomas Private Wealth, LLC client, please remember to contact
Ashton Thomas Private Wealth, LLC, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services. A copy of the Ashton
Thomas Private Wealth, LLC’s current written disclosure statement discussing our advisory services and fees is available upon request.
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