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What is the true state of the economy and how will commodities react?
If you believed the hype in the media you would think that we are on the brink of a new golden age economically, and if
you believe what the gloom and doomers are saying we are about to stop eating, keeping warm and living in houses. Get
ready to get back to the cave. But what is real? As usual it is best to examine the cycles. First off, it is never good to try
to measure the economy directly since it is not any one thing. The economy is the complex interrelationship of goods,
services, politics and God knows what else. Commodities, however, are real. Corn is something you can hold. Gold you
can bite. Oil you can clean off your hands. So why look at the economy when we all know that if demand for commodi-
ties is low then economic activity is low. So what are the cycles saying about the future of commodities, and hence the
future of economic activity?
Commodity Prices Monthly The dominant cycles, the 28.5-year,
, , , , R , , , . the 14-year and the 40-month are all
S Lo : 5 : : 5 5 ; : ® down now, and that means that the
cycles point to weaker economic ac-
tivity and less demand. On a shorter
term basis, the 77-week cycle (18-
month) continues lower until late Au-
gust, and then it rallies into the fall.
So what about the increased demand
from the new economies that are bur-
geoning around the world? Won’t the
increased demand from new custom-
ers put major pressure on prices? The
answer is always in the charts. De-
: ; ; : ; ; : ; ; : spite the new demand, since the top in
1004 ._ﬁeehgi,i.gnal._é. _________ _________ _________ _________ _________ _________ . prices in 2008, the CRB has made a
' : ; ; ' : ; | i significant correction; and although it
Nov-1976 Jan-1985 Mar-1993 May-2001 Jul-2009 Sep-2017 .
Dec-1980 Feb-1989 Apr-1997 Jun-2005 Aug-2013 oct-202; has bounced back from the lows since
the 77-week cycle topped early in the
year, the CRB has drifted lower and is in a trading range. With the long cycles down we expect continued economic
weakness, while the uptrend in the 77-week cycle will do nothing more than support the market in a trading range, while
all the new demand will simply supply a floor and not a new bull market.
Grains and Oil Seeds: Agriculturals will now drift as the critical period in grains is over. We expect neither bull nor
bear markets this year, but sideways. Energy: Crude, like all commodities, is in a trading range, and we here also expect
more drift. Metals: The metals should consolidate prior to the next significant rally due in the fall. Food and Fiber: The
food and fiber markets will drift sideways to lower. Lumber will follow construction. In short, without new economic

activity, the word is “sideways”. Meats: We are neutral with a slight bullish bias, but we are now at the seasonal summer
highs
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Daily Soybean Meal

Soybean Meal (Pit) C SM
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Daily Soybean 0il

Soybean Qil (Pit) Co
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Daily Coffee
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Coffee (Elec) Cont 1 KC
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Daily Sugar

Sugar #11 Cont 1st
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Daily Cocoa

Cocoa NYBT (Elec) CA CC
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Daily Lean Hogs
Daily

Lean Hogs (Pit) Cont
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Notice to Subscribers

Beginning next month, in this publication, we will be adding a feature called

“How It Came Out”. We wil/| be creating
kets covered. Then for each following month we will show how each projec-

tion turned out compared to the market itself for the most recent month. In

the situations where market conditions warrant a fresh analysis we will not
include a “How It Came Out” section un
let you know that it is a new analysis. Our goal is to create a way of tracking

how well the analysis used performs through time. We will also be showing

the cycles used in our synthesis as well as presenting prices in the high, low

close format..



