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DISCLAIMER
Tom Gentile is NOT a United States Securities Dealer or Broker, or U.S. Investment Adviser. Nor is sender a
trader, dealer, or broker of ANY jurisdiction and or country. Sender makes no warranties or representations
as to the Buyer, Seller, or any Transaction that may be contained or disclosed herein. The materials on Tom
Gentile web site are provided "as shown".
Tom Gentile makes no warranties, expressed or implied, and hereby disclaims and negates all other
warranties, including without limitation, implied warranties or conditions of merchantability, fitness for a
particular purpose, or non-infringement of intellectual property or other violation of rights. Further, Tom
Gentile does not warrant or make any representations concerning the accuracy, likely results, or reliability
of the use of the materials on its internet website or otherwise relating to such materials or on any sites
linked to this site.

RISK LEVELS
Tom Gentile ("Tom Gentile" or "Tom" or "we" or "us") is not registered as an investment adviser.
Tom Gentile relies upon the "publishers' exclusion" from the definition of investment adviser under Section
202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Tom
Gentile does not offer or provide personalized advice. We publish information about companies in which
we believe our readers may be interested and this information reflects our sincere opinions. The information
that we provide or that is derived from our website is not intended to be, and should not be construed in
any manner whatsoever as, personalized advice. Also, our website and the information provided by us
should not be construed by any subscriber or prospective subscriber as Tom Gentile’s solicitation to effect,
or attempt to effect, any transaction in a security. Investments in the securities markets, and especially in
options and futures, are speculative and involve substantial risk.
The information that we provide or that is derived from our website should not be a substitute for advice
from an investment professional. We encourage you to obtain personal advice from your professional
investment advisor and to make independent investigations before acting on the information that you
obtain from Tom Gentile or derive from our website/emails. Only you can determine what level of risk is
appropriate for you. All trading involves risk. Leveraged trading has large potential rewards, but also large
potential risk. Be aware and accept this risk before trading. Never trade with money you cannot afford to
lose. All forecasting is based on statistics derived from past performance and past performance of any
trading methodology is no guarantee of future results. No "safe" trading system has ever been devised and
no one can guarantee profits or freedom from loss.
No representation is being made that any account will achieve profits or losses similar to those discussed.
There is no guarantee that, even with the best advice available, you will become a successful trader because
not everyone has what it takes to be a successful trader. The trading strategies discussed may be unsuitable
for you depending upon your specific investment objectives and financial position. You must make your
own investment decisions in light of your own investment objectives, risk profile, and circumstances. Use
independent advisors, as you believe necessary. Therefore the information provided herein is not intended
to be specific advice as to whether you should engage in a particular trading strategy or buy, sell, or hold
any financial product.
Margin requirements, tax considerations, commissions, and other transaction costs may significantly affect
the economic consequences of the trading strategies or transactions discussed and you should review such
requirements with your own legal, tax, and financial advisors. Before engaging in such trading activities, you
should understand the nature and extent of your rights and obligations and be aware of the risks involved.
All testimonials are unsolicited and are potentially non-representative of all clients. Your trading results may
vary from those case studies detailed on the Tom Gentile website, and emails.
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Tom Gentile is not a broker or licensed investment advisor and therefore is not licensed to tailor general
investment advice for individual traders. Your actions and the results of your actions in regard to anything
you receive from Tom Gentile is entirely your own responsibility. Tom Gentile cannot and will not assume
liability for any losses that may be incurred by the use of any information received from Tom Gentile. Any
such liability is hereby expressly disclaimed.

PRIOR TO BUYING OR SELLING AN OPTION CONTRACT
Prior to buying or selling an option, an investor should read and understand the booklet "Characteristics
and Risks of Standardized Options." You can access and download a copy of the booklet on The Options
Clearing Corporations' (OCC) website:
https://www.theocc.com/about/publications/character-risks.jsp
This link reference is provided as a courtesy and does not imply that the OCC is endorsing SIR or its products.
This booklet is also available for free from your broker or from any of the U.S. options exchanges.

PRIOR TO BUYING OR SELLING A FUTURE OR COMMODITY CONTRACT
Prior to buying or selling a future, an investor should read and understand the booklet "Security Futures: An
Introduction to Their Use and Risks." You can access and download a copy of the booklet at the National
Futures Association website at http://www.finra.org/file/security-futures-introduction-their-risks. This link
reference is provided as a courtesy and does not imply that the National Futures Association is endorsing
Tom Gentile or his products. This booklet is available from your broker or from any of the US Futures
Exchanges. We encourage our readers to invest carefully and to utilize the information available at the
websites of the Securities and Exchange Commission at https://www.sec.gov/ and the Financial Industry
Regulatory Authority at http://www.finra.org/. You can review public companies' filings on the SEC's EDGAR
page. The FINRA has published information on how to invest carefully on its website.
Tom Gentile ("Tom" or "we" or "us") is not registered as an investment adviser. Tom Gentile relies upon the
"publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment
Advisers Act of 1940 and corresponding state securities laws. As such, Tom Gentile does not offer or provide
personalized advice.
We publish information about companies in which we believe our readers may be interested and this
information reflects our sincere opinions. The information that we provide or that is derived from our
website is not intended to be, and should not be construed in any manner whatsoever as, personalized
advice.
Also, our website and the information provided by us should not be construed by any subscriber or
prospective subscriber as Tom Gentile solicitation to effect, or attempt to effect, any transaction in a security.
Investments in the securities markets, and especially in options and futures, are speculative and involve
substantial risk. The information that we provide or that is derived from our website should not be a
substitute for advice from an investment professional. We encourage you to obtain personal advice from
your professional investment advisor and to make independent investigations before acting on the
information that you obtain from Tom Gentile or from our website. Only you can determine what level of
risk is appropriate for you. By using our site, you acknowledge you have read our full disclaimer located
ABOVE and the CFTC Disclaimer below.
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CFTC DISCLAIMER
CFTC RULE 4.41 – HYPOTHETICAL OR SIMULATED PERFORMANCE RESULTS HAVE CERTAIN
LIMITATIONS. UNLIKE AN ACTUAL PERFORMANCE RECORD, SIMULATED RESULTS DO NOT
REPRESENT ACTUAL TRADING. ALSO, SINCE THE TRADES HAVE NOT BEEN EXECUTED, THE RESULTS
MAY HAVE UNDER OR OVER-COMPENSATED FOR THE IMPACT, IF ANY, OF CERTAIN MARKET
FACTORS, SUCH AS LACK OF LIQUIDITY. SIMULATED TRADING PROGRAMS, IN GENERAL, ARE ALSO
SUBJECT TO THE FACT THAT THEY ARE DESIGNED WITH THE BENEFIT OF HINDSIGHT. NO
REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFIT OR
LOSSES SIMILAR TO THOSE SHOWN.
COPYRIGHT - All materials on this site, whether separate or compiled, including, but not limited to, text,
graphics, audio clips, logos, buttons, images, digital downloads, data compilations, software, icons, html
code and xml code, as well as all copyright, patent, trademark, trade dress, and other rights therein, are
owned or licensed by Tom Gentile and its third-party information providers, and are protected by United
States and international intellectual property laws.
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PURPOSE of THIS REPORT

T

his year’s Energy and Oil Opportunities Report is available for everyone to
read and learn a seasonal pattern that works quite often in oil. I will teach
what a seasonal pattern is, provide research and present case studies that
will show how this pattern has worked, and provide a case study or two one can
track going forward to test and see this pattern at work.
With this education, one can decide, with the collaboration of their financial
professional (broker), the suitability for any option trades to use, if any, to take
advantage of what is taught in this report.
Though this pattern has a history of working more often than not over the past
15 years, there is no denying last year was one of the worst for the oil industry.
Thanks to Saudi Arabia’s attempt to flood the oil market, price wars between
Saudi Arabia and Russia and COVID-19 this seasonal pattern was not profitable.
No trading pattern, strategy nor system works 100% of the time and last year
proved that. One anomaly year or a one-time occurrence does not make a trend.
This pattern has a greater than 60% win rate over the past 15 years, which gives
me reason to still want to trade it anticipating the overall success of the pattern
to play out.

What is a Seasonal Pattern?
Many stocks and ETF’s have a habit of trading in repeatable patterns. Examples
of repeatable patterns are A: trading higher or lower between two days or B:
repeatedly trading a certain way on or around moving averages. Another pattern
could be C which is trading higher or lower based on what I call a “seasonality
factor”.
A ‘seasonality factor’ is where a stock or ETF trades higher or lower during a
certain time of the year.
Oil does this. Oil, which is a subsector of the larger Energy Industry, has a
consistent habit of trading higher during a specific time of the year. In this report
I will use an Exchange Traded Fund (ETF) that I use in assessing a directional bias
for oil (as well as for the markets overall) called United States Oil and its ticker is
USO. I will use this to educate you on the pattern.
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I researched whether USO traded higher or lower over the past 15 years and what
I found is USO traded higher over this period 10 times over the past 15 years.
This is a winning percentage of 67% over that time span.
As previously stated, I will highlight some option trade ideas that I like as I
anticipate oil moving higher again this year over the period of time this pattern
takes place.

Why does this happen?
Why does this tend to happen just before spring, over spring, and in the summer
months?
It could be that there are more travelers out on the road heading to their favorite
vacation spots by either car, train, or plane. There could be more families getting
out on the water with their boats, whether it be for sailing, waterskiing, or
hanging out on their houseboats. It could be simple supply and increased
demand.

My Process
I am primarily an options trader. I do have investments, whether they be in
equities, real estate, cryptocurrencies, or other alternative investments. But my
passion to this day is still options. I anticipate I will be an options trader as long
as I am breathing.
I have a process when it comes to my trading and it is this:
1) Spot an Opportunity
2) Create a Low-Risk Trade
3) Manage the (Risk) Trade
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(1) Spot an Opportunity
When looking for an opportunity, I start by searching for a security that has
performed a certain way as often as possible.
I am looking for stocks or ETF’s that trade between certain prices or form a
technical pattern on their respective charts. Based on that pattern, I can
anticipate a price move to come that I can then position an option trade on it
that benefits when that next price move happens.
The 5-month bullish Energy and Oil pattern in this report is an example of that
type of opportunity.

(2) Create a Low-Acceptable Risk Trade
One can buy an oil stock or oil ETF if they want, but the lower risk or more
acceptable risk strategy is to use the power and leverage of options. This is a
seasonal bullish pattern where prices of the underlying securities have a habit of
trading higher, so I consider bullish option type trades.
They are a fixed time investment, true, but when you trade a repeatable pattern,
they have a better chance of profiting over selecting a random option on a
random stock or ETF. A Long Call mitigates risk over trading the security and an
option spread trade further mitigates straight option risk. An option spread has
lower profit potential than a straight long call option but gives one a higher
probability of profit.
There is more than one bullish option strategy that I will discuss when I get to
the case studies.
Last, the expiration on these options may be out past July. This way they don’t
expire before I have a chance for the underlying securities to make the move
over this backtested period.
In the past, I have had to use September’s expiration. This year, the July 16, 2021
options expiration can be considered on two of the three case studies and I will
show a September 17 for the other.
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(3) Manage the (Risk) Trade
Cost as Risk: This is where one decides to risk a specific amount per trade, which
is a certain percentage of their options trading account.
Has this happened to you before? You use a 50% stop loss on your option trade,
it hits that and then you get stopped out. Shortly thereafter, you see the stock
and option come back and get profitable without you? Not fun.
If you do what is called ‘position-size’ to your risk per trade amount and risk the
full 100%, you won’t have to micro-manage the swings in the stock or ETF while
you have an open options position.
Example: I teach students to paper trade and consider a $25,000 options trading
account. Then consider risking no more than 2% per trade, which equals risking
no more than $500. They then only paper trade a number of contracts that does
not exceed $500. If an option is $3.00, they can paper trade one contract.
If an option costs $1.50, they can paper trade 3 contracts. In either case, they can
have a 100% loss on that one trade as it is only going to result in a loss of no
greater than $500 or 2% of their options trading account.
If the option goes to a value of less than half of the $500, they are still going to
remain in the trade and not be stopped-out. Therefore, they have a chance of
seeing that stock and option come back and not be stopped-out prematurely.
When it comes to managing the option trade, one can manage where or when
to exit based on managing the risk or one’s loss AND one’s profit.
One can manage risk by considering a percentage stop loss, unless one knows
about adjustment strategies then consider those when the option devalues to a
certain extent. A common strategy used is a 50% stop. If the price of the option
goes down to half the price of what you bought to open the option position for,
then close the trade and move on.
One can manage profit by considering a percentage gain. Once the value of the
option purchased doubles, consider closing the trade and moving on.
A variation on this is to consider buying to open an ‘even’ number of option
contracts. This way when the option doubles in value (a 100% gain), a sale of half
the contracts could be done, leaving the other half of the contracts open to see
if further gains are possible.
When the last half or remaining contracts reach another double or 200% of the
original cost value close those and move on.
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The Seasonal Bullish 5-Month Energy Pattern
I reported this pattern has seen oil, as represented by the ETF, USO, trade higher
10 out of the last 15 years, or at a 67% success rate.
It is a seasonal bullish pattern in oil, and it takes place from mid-February to midJuly. The dates to focus on is February 14 to July 15 (but in the event of one of
these days falls on a weekend go to the next day after that date).
This means from roughly Valentine’s Day to mid-July we can expect the price of
oil to increase and therefore oil stocks and ETF’s as well.

Oil ETF’s
Trading options on an ETF, an Exchange Traded Fund, is like benefiting on the
move of the group, rather than having to be extra precise in finding that one or
two stocks out of the group that will work.
Do we go out and find option trades on a stock or a handful of stocks, which can
be like trying to find a needle in a haystack OR can we just trade options on the
haystack? We consider an ETF the haystack.
Examples of oil ETFs are USO, OIH, XOI to name a few.
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2020 Energy and Oil Recap
This portion of the report will address the concerns the industry faced in 2020
and will then be followed up with reasons for optimism going forward in 2021.

CONCERNS:
COVID-19 Pandemic:
2020 was quite the year with the COVID-19 Pandemic wreaking havoc on
economies the world over.
This is considered one of the major reasons for the troubles in oil for 2020. Social
distancing and even more extreme measures, such as the locking down of entire
cities all over the world, slowed down and stifled people’s ability to move around,
travel to work, or even vacation.
This “locking down” of our lives put a huge damper on airlines, cruise companies,
trains, and busing. If hotels are shutting down, and no one is traveling, no one is
renting cars or trucks the demand for oil decreases.
As reported by the International Energy Agency (IEA), when these industries
were shutting down the demand for oil declined tremendously. Overall oil
demand in March 2020 declined by more than 10 mb/d relative to March 2019.
This pushed oil demand in Q1 2020 in advanced economies down by 2.3 mb/d
relative to March the previous year.
As the airlines were shutting down or scarcely running jet fuel demand and use,
as a direct effect, declined as well.
Gasoline saw the largest decline. When cities went into lockdown, people
couldn’t go to work, and road traffic saw declines to the tune of 50-60%.
You can also imagine the transport industry, those companies that transport
goods and materials may not have slowed as much as passenger activity, but
they too saw slowdowns and in turn, weren’t using as much oil, gas, and diesel
prior to the pandemic.
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Price Wars between Saudi Arabia and Russia:
This broke out in early March of 2020, causing a collapse of the OPEC+
agreement which took an already bad situation and made it worse. The OPEC+
collapse only lasted a handful of weeks, but it led directly to the price for West
Texas Intermediate crude to fall as low as -$37.63 per barrel.

Saudi Arabia Floods the Markets:
To go along with the OPEC+ agreement collapse fears among traders, according
to a report by Forbes Online, traders were apprehensive that U.S. crude storage
would become completely filled at some point during May. Much of that fear
stemmed from reports of oil tankers containing 50 million barrels of Saudi crude
was headed to U.S. refineries (but those reports were later shown as inaccurate).
All of this had a negative impact on the upstream segment of oil. That wasn’t
the only segment of oil that faced challenges.

Bad Political and Court decisions:
The midstream and services segments had to overcome political and court
decisions that didn’t help them that much. In fact, three pipelines, the Atlantic
Coast Pipeline/Dakota Access Pipeline/the Keystone XL pipeline all saw their
operations halted or stopped due to political and court decisions.

2021 New President:
Within the first two weeks of President Biden taking office, he signed in to effect
two executive orders (EO); one that led to the cancellation of the Keystone XL
pipeline permit. The other a 60-day suspension of new oil and gas leasing and
drilling permits for federal land and water.
He then signed another order that put an indefinite pause on new oil and natural
gas leases on public lands.
None of those EO’s mentioned a ban on fracking, but things aren’t fully in the
clear with that yet.
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There are concerns the actions taken by this president could cause an increase
in oil prices and that may very well come our way. The choice is to either be a
victim of it and be upset about higher oil prices or recognize the prospects of
this coming to fruition and position one’s self to benefit from it by buying or
trading options on stocks (companies) that could benefit from higher prices of
their product.
I will get into that with some case studies to consider later in this report.

Reasons for Optimism:
Vaccine rollouts started up in late 2020 to early 2021 and should curtail the
increasing number of COVID cases. This, in turn, should cause a reopening of our
economy and those around the world.
For example, we are already seeing restaurants and movie theatres opening up
to at least 25% capacity. So long as the vaccines prove to work and there are
fewer and fewer new cases popping up, capacity limits should increase.
Eventually, this should lead to things getting back to as normal as possible over
time.
There is optimism that the economy will come back. Factor in there are supply
curbs being put in place by the Organization of the Petroleum Exporting
Countries (OPEC) and their allies.
We have the equities markets at or near all-time highs. The prospect of more
economic stimulus AND a US jobs report confirming the labor market could be
stabilizing are all reasons for optimism that this pattern could work out this year.

Let’s not forget the 1 for 8 Reverse Split on USO:
USO is an ETF whose goal is to track the price of oil. USO was experiencing a
significant decline in price due to the challenges in oil. Reverse splits are
sometimes deemed a ‘trick’ or an act of desperation.
The reverse split reduces the number of shares available and thereby sees the
price adjust higher. It does not change the fundamentals of the security nor
one’s value of their holdings.
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USO was down over 80% in 2020 prior to the reverse split. On April 28 USO
closed at $2.13 where the next day, post the split, its adjusted price saw USO open
at $18.01.

You can see the chart looks the same except when you look at the vertical price
axis you can see the adjusted pricing.
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2021 Case Studies
Here are the case studies I said I would highlight. I am using these for
educational purposes only. I suggest you consider them after consulting with
your broker and or financial professional. Work with them to see if these fit your
objectives and after discussing the risk involved.
Please Note: The prices shown for them may be prior to the start date of the
pattern. Prices will very likely be different from what they are at the time you are
reading this.

Long Call on VLO
A Long Call is an option trade strategy one uses when they want to profit off a
move higher for a security, without having to pay the price for the security.
It is a fixed time investment (trade) in that the options contract expires. It gives
the buyer of the option the right to buy the security if they want to on or before
a specific price (strike price) on or before a specific date (expiration).
The premise is when the security goes higher, the price of the option will/should
go higher and one can sell that option at that higher price for profit.
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VLO is the ticker for Valero Energy Corporation. This energy sector stock is in
the industry of Oil & Gas Refining & Marketing. VLO manufactures and sells
transportation fuels and petrochemical products in the U.S., Canada, and other
parts of the world.
VLO is flirting with breaking above a resistance of $62. Continued strength from
here could take it to its May highs at or near $76.
I am highlighting the September 17, 2021 expiration, this expiry is past the end
date of the bullish period for this pattern, but there aren’t any July options just
yet. I like the slightly In the Money, (ITM) options, which are the September 17,
2021 $60 Call for a price of $7.95 or better.
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Call Debit Spread, aka Bull Call Spread on USO
USO is the ticker for the ETF, United States Oil Fund, LP. It is one of the largest
and most liquid oil ETFs available. USO delivers its exposure to oil using nearmonth futures. USO invests primarily in futures contracts for light, sweet crude
oil, other types of crude oil, diesel-heating oil, gasoline, natural gas, and other
petroleum-based fuels.
One creates a Call Debit Spread when they open two option trades, a Buy-toOpen and a Sell-to-Open option on the same order ticket. The strike prices are
different, but the expiration and number of contracts are the same.
The option trader buys-to-open a call option for one expiration at one strike price;
the lower-priced option of the two.
The option trader then, on the same order ticket, sells-to-open the same amount
of calls at a different price: a higher strike price.
The sold-to-open call option offsets or hedges the cost of the long call or the one
that was bought to open.
The resulting cost of the trade is known as the net debit; hence this spread trade
is also known as a Call Debit Spread.
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USO is trading at it or near its highest price post its reverse split.
Using the Call Debit Spread highlighted below, it shows that in order to receive
max profit on this trade, USO only needs to be trading above $40 (the sold strike
in the spread) at expiration. This seems like a good possibility.

The concern for some may be that profitability increases with the passage of
time. The price of USO could get above $40 pretty quickly and not be as
profitable as it will when more time(theta) comes out of the option.
The way to realize max profit is with XOM trading ABOVE the sold strike price of
$40 at expiration. The market will likely exercise the right to call the stock away
from one’s account at $40.
When that happens, your brokerage should exercise the account's right to call
the stock from the market at $35, (to then fulfill the obligation for delivery at $40).
This brings in $5.00 or $500 per contract, offset by the cost or up-front debit of
up to $2.75 or $275. This would result in a $2.25 or $225 profit to the account, on
a per contract basis, (81.82% ROI).
This will all be or should be, done electronically and on a number of contracts
basis. This means you shouldn’t be charged commissions on the amount of the
shares. Discuss and determine the way your brokerage resolves the Call Debit
Spread scenario in your account before trying this for real.
Note: If one wanted to do what is called ‘work the spread’, meaning try and get
a Net Debit (net cost) for the trade at $2.50 and USO gets to and stays above $40
the ROI becomes 100% ($250 profit divided by $250 cost to open the trade).

18

2021 ENERGY AND OIL OPPORTUNITIES REPORT

Also note, when one is trying to open a spread specifying the Net Debit means it
does not require one to set a specific price for opening the buy- and sell-to-open
orders.
One is then just saying to the market makers to fill both at whatever price you
can to get that Net Debit.

CVX Call Butterfly
Chevron Corporation (NYSE: CVX) is one of the Majors in the Oil & Gas Industry.
CVX, through its subsidiaries, engages in integrated energy, chemicals, and
petroleum operations worldwide.
CVX is currently trading in a sideways or box range between $85 support and $95
resistance.

I like the idea of a Call Butterfly Spread on CVX where I will use the price target
of $95 as my anticipated price target for this trade. I will use the $95 strike for
September 17 as the body of the butterfly with the $85 and $100 Calls as the
wings (for the same September 17 expiry).
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The Butterfly Spread is an option trade with a higher probability of success than
a long call option. Yes, this type of option trade has higher probability, but you
sacrifice some profitability.

This case study involves buying-to-open 1 contract of the $90 strike, selling-toopen 2 contracts of the $95 strike, and then buying-to-open 1 contract of the
$100 strike. The outside strike options are the wings of the butterfly and the
middle strike, which is twice the number of contracts, is the body of the butterfly.
All of this is one trade, meaning it is done on one order ticket.
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It is considered one, multiple-strike option trade.
This trade’s expiration is past the mid-July end period so one wouldn’t have to
hold this all the way until expiration. What can be tracked is the price of the
stock at time intervals along the black line so when the mid-July time to consider
the seasonal pattern over, one can see the theoretical value of the option on the
Risk Graph.

SUMMARY
This completes the 2021 Energy and Opportunities Report and Case Studies. You
are welcome to print it out or store it on your computer where you can reference
back to it as often as you like. Provide this to your financial team if you like. You
can take and use this any way you wish, whether you want to buy securities
outright or consider bullish option strategies – it is ultimately your decision.
As an educator, I would encourage you to use the research and education I have
provided to at least paper trade your decisions.
I encourage you all to do continued options analysis and research. My online
analytical software site www.TomsOptionTools.com is a great way to analyze
different option strategies, strike prices and/or strike price combinations and
search capabilities, like finding an option with the lowest percentage move
needed in the security for the option to double in value.
You can inquire about the subscription rates, services, and other products with
my live support during all U.S. market hours at 941-312-2310 or email questions to
support@tomgentile.com. If you want to see the different subscription levels
and the components for each go to https://www.tomgentile.com/tradingtools.

Tom Gentile
America’s #1 Pattern Trader
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