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Nymex WTI front month futures trade nega-
tive
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The active Nymex West Texas Intermediate (WTI) oil contract (May) that will expire today briefly traded
close to -US$40/bbl yesterday and is currently at US$1.42/bbl1. Later today the active contract will become
the June contract which is trading at US$21.40/bbl2.

Figure 1: Intraday WTI oil May 2020 contract price
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Source: Bloomberg, 21/04/2020.

Historical performance is not an indication of future performance and any investments may go
down in value.
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Looking at a generic front month WTI price chart (figure 1), one could be tempted to think that you could
make close to $60/bbl out of thin air once we shift to the June contract. But you cannot, unless you have
lots of physical storage space to hold the oil delivered for a month.

The reason for the negative price yesterday was because oil storage is getting very tight. People are
actually being paid to take the oil and store it. The expiring contract will deliver the oil between May 1st and
May 31st, so those who are long the contract and are taking physical delivery need somewhere to store it.

Equally those, who were holding the May 2020 contract, would most likely have rolled out the contract
before yesterday’s big price moves, saving themselves from big losses.

As the WTI price in figure 2 below shows, all other WTI oil futures contracts maintained a positive price
and did not fall anywhere near as hard as the front month contract.

Figure 2: Comparison of different WTI oil futures contract prices
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Key: contracts on above chart: CLKO — May 2020, CLMO — June 2020, CLNO - July 2020, CLQO — August,
CLUO - September. Source: Bloomberg, 20/04/2020.

Historical performance is not an indication of future performance and any investments may go
down in value.
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The benchmark Bloomberg Commodity Oil Subindex was tracking the May contract until 7th April, but then
started rolling over to the July contract between 8th April and 15th April3. So that index would not have
experienced the same price drop as the generic WTI price in figure 1.

Join Nitesh Shah for his outlook on the ongoing Market moves affecting oil in our webinar

Gold & Oil: The polarised performing commodities
Live online Apr 22 4:00 pm United Kingdom - London or after on demand

Register on the link below:
https://www.brighttalk.com/webcast/15565/398801
1 7am GMT on 21/04/2020
2 7am GMT on 21/04/2020

3 As per the Bloomberg methodology, the contracts roll between the 6th and 10th business days of the
roll month: https://data.bloomberglp.com/professional/sites/10/BCOM-Methodology.pdf
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Important Risks Related to this Article

Important Information

Marketing communications issued in the European Economic Area (“EEA”): This document has
been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the
Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been
issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom
Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as
applicable). Our Conflicts of Interest Policy and Inventory are available on request.

For professional clients only. The information contained in this document is for your general
information only and is neither an oer for sale nor a solicitation of an oer to buy securities or
shares. This document should not be used as the basis for any investment decision. Investments
may go up or down in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should be based on the
information contained in the appropriate prospectus and aer seeking independent investment, tax
and legal advice.

The application of regulations and tax laws can oen lead to a number of dierent interpretations. Any views or
opinions expressed in this communication represent the views of WisdomTree and should not be construed
as regulatory, tax or legal advice. WisdomTree makes no warranty or representation as to the accuracy of
any of the views or opinions expressed in this communication. Any decision to invest should be based on
the information contained in the appropriate prospectus and aer seeking independent investment, tax and
legal advice.

This document is not, and under no circumstances is to be construed as, an advertisement or any other
step in furtherance of a public oering of shares or securities in the United States or any province or territory
thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or
indirectly) into the United States.

Although WisdomTree endeavours to ensure the accuracy of the content in this document, WisdomTree
does not warrant or guarantee its accuracy or correctness. Where WisdomTree has expressed its own
opinions related to product or market activity, these views may change. Neither WisdomTree, nor any
ailiate, nor any of their respective oicers, directors, partners, or employees accepts any liability whatsoever
for any direct or consequential loss arising from any use of this document or its contents.
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