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NOVEMBER-DECEMBER 2009

Can commodities make a new high?

Right now we are moving higher once again on the CRB index despite the cold of the late fall. We ex-
pected last month a pullback but got very little and the question arises whether the 2008 top will turn out
to be the 28-year cycle high. The picture below shows this cycle. It also shows just how high the CRB got
in 2008. The only historical example of a double top was 1980, another major CRB 28-year high. I do not
believe this is likely and that means that there is limited upside to the CRB from current levels. Ulti-
mately demand will decide this issue and it is doubtful that demand for growing commodities or energy
can continue to move higher with continuing demand issues, but all this being said we must face the real-

ity of longer-term bullishness in the
Commodity Prices Monthly CRB Index.

28-year cycle
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700-] If the world economies were not going

e00 through such a major overhaul we
so0  would be nearer term bullish. If com-
.0 Mmodities prices rise beyond May of
2010 or break out then a new high could
happen, but we strongly doubt it. At this
point the rally should make a secondary
high as it normally does after a blow-off
~400 top. We must however understand that
-e00 we are in a new trading range with the
-s00 recent lows as the bottom. We will
oL T | | | | | | | | iMar_mul | 1000 Dever return to levels of the late 1990s.
Nov-lo4e = Ju-1982 o Mar-1975 o Mov-19€7 o Jul-2000 | Mar-2013 The issue that confounds the prices in
commodities is the soundness of money
as seen in the level of the US dollar and its effect on commodities and yields. During the civil war we had
a huge US dollar devaluation and rally in gold with low yields, like we do now, not due to demand and
internal issues, but due to a collapse of paper currencies. That spike took time to straighten out and with-
out any additional demand as we have now. The bottom line is commodity prices will continue to make
highs every three years and lower lows until we have fixed the economy. Grains and Oil Seeds: The
growing economies came way off and are bouncing. We still feel the bull is behind us now. We are short
term neutral. Energy: The trading range should continue as demand remains low. We do expect heating
oil and natural gas to rally, but not too high, unless we enter a deep freeze. Metals: The metals have a
long way to go but a rest is in store. It is best to use this period for accumulation. Food and Fiber: No
change on this group. We are neutral to bullish. Lumber woke up but should set up a trading range.

Meats: We continue to be neutral to bullish.
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