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Investors not riding oil’s rally

Investors have been actively selling out of their oil ETF positions since the commodity started to

rally from February lows.

— Investors pulled $1.2bn out of crude oil ETFs in March, first outflow in six months
— Japanese investors bucked the global trend pouring $115m into their four oil tracking funds
— Funds which track energy producers saw the largest outflows in 10 months over March

Investors have been lacking faith in oil’'s
recent rally as they have been actively selling
out of oil ETFs since the end of February.
Investors had actively poured money into
ETFs and that tracked the value of crude oil
as the commodity continued to sink to new
lows in the months leading up to February,
pulled over $1.2bn out of the 124 such funds
during March.
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This marks the first outflow out of the asset
class since September of last year and hints
that the recent rally has so far failed to inspire
ETF investors given their eagerness to cash
out in the opening weeks of the commodity’s
rally.

The triple leveraged and the second largest
crude oil linked ETF, VelocityShares 3x Long
Crude Oil link S&P GSCI Crude Index ER
ETN, has felt this trend most acutely as
investors cashed out $386m over the month,
roughly 40% of its total AUM.

While the trend is not solely linked to US
listed products, as seen by the fact that
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European listed crude oil ETFs have also
seen outflows, Japanese funds have bucked
the trend as the four Japanese listed crude oil
ETFs saw over $100m of inflows over March.
This trade or trend could be driven by the Yen
strengthening against the dollar, the currency
in which oil trades and the continued
investments into crude by Japanese investors
could be driven by their desire to take a view
on a weakening yen after the currency which
had its best performance against the dollar in
over six years in Q1.

Equity funds which invest in oil and gas
producers have also seen similar asset flows
as investors pulled over $225m out of the 87
such ETFs. Much like their peers which invest
indirectly in the commodity, the cash pulled
out of oil ETFs over March marked the largest
exodus from the asset class of the most
recent cycle as the outflows have been the
most severe since May of last year.
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