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Oil Law of Averages Rule: 
Future will be like the past
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• Conflict or regime implosion will create a major supply 
disruption. Saudi-Iranian proxy war is escalating.

• Oil prices are cyclical and down cycles don’t last 
• Economic recovery is re-stimulating commodities super cycle
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In historical terms, 2000s looked anamolous
Monthly Nominal and Real Oil Prices from May 1983 - 2015

Historical Oil Price Statistics (West Texas Intermediate)  
Current Nominal Price as of 5/31/2015: $60.30
Real (1982-1984) Price as of 5/31/2015: $25.49 (~11% Premium to Mean)

1983 – Present (1982-1984 Dollars)
Mean: $22.95
High: $63.98 (6/30/2008)
Low: $6.87 (11/30/1998)
Median: $17.14

$19.74 (Post-Lehman 
1/31/2009)

$20.16 (Recent Oil 
Correction 3/31/2015)

1986 – 2001 Avg.: $14.07 2001 – Present Avg.: $31.29

• China super cycle not likely to return to the same extent 
• Depletion/Peak oil theory discredited 

Source:  Bloomberg, West Texas Intermediate (WTI) Cushing Crude Oil Spot Price: USCRWTIC Index, CPURNSA Index as of May 31, 2015



Cyclical Petrodollar Recycling and Financial Crises

Challenge: Cyclical

Source: Mahmoud A. El-Gamal and Amy Myers Jaffe. GEM Working Paper, May 2008
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