
 COMMODITIES 
Essential  

 

Correlation Table, p2 
Lack of correlation in commodities lengthens; copper is the only legitimate connector. 

Futures Forecast, p2 
Turning bullish and raising targets on a handful of commodities. 

Main Article, p3thru5 
Time to take a stand on gold. 

First, look at where the moving averages converge – that is where I think gold will ultimately 

find a near-term bottom if it hasn’t already. 

Second, the move above the 200-day moving average back on January 10th and above the 100-

day moving average back on January 25th likely provided catalysts for all those overtly bullish 

headline quotes I listed above. But above all, the Federal Reserve provided even more fuel 

when they extended their ‘extended period of low rates’ to the end of 2014. 

Trade Essentials, p5 
No new recommendations or adjustments at this time.  

Portfolio, p6 
Our gain in CORN is building slowly. We are also in decent shape on UCO after a decent week to 

the upside for crude oil. Added JJC and IAU per the flash alert earlier today. 
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Commodity Futures 3-Month Forecast 

  Last Price Direction Target ΔT 

Gold 1722.5 Long 1800  

Silver 3338.5 Long 3500 

Copper 371.5 Long 400 

Corn 642.25 Long 670 

Soybeans 1265.25 Neutral 1260 

Wheat 644 Long 670 

Crude Oil 104.1 Long 108 

Natural Gas 2.688 Long 3  
 
Click on the hyperlink to view the audio/visual chart analysis. 
Bold denotes change from last week. 

Correlation Tables  

Last 34 Days: 

Gold Silver Copper Corn Soybeans Wheat Sugar Cotton Coffee Crude Nat Gas Aussie Euro Yen US 10-YR US 30-YR S&P 500 Shanghai 

Gold 1.000 -0.020 0.241 0.426 0.493 0.549 0.035 -0.638 -0.470 0.100 0.080 0.327 0.311 -0.303 0.128 -0.106 0.338 0.375 Gold

Silver -0.020 1.000 -0.477 0.143 0.027 -0.329 -0.013 -0.085 0.129 0.729 0.437 -0.564 -0.524 -0.414 -0.555 -0.282 -0.294 -0.330 Silver

Copper 0.241 -0.477 1.000 -0.286 0.588 0.173 0.549 -0.416 -0.669 -0.423 -0.750 0.934 0.930 -0.315 0.364 -0.201 0.869 0.878 Copper

Corn 0.426 0.143 -0.286 1.000 0.025 0.617 -0.539 -0.438 0.025 0.126 0.574 -0.159 -0.255 0.119 0.201 0.171 -0.165 -0.241 Corn

Soybeans 0.493 0.027 0.588 0.025 1.000 0.391 0.427 -0.460 -0.693 0.163 -0.281 0.614 0.596 -0.626 0.019 -0.459 0.727 0.601 Soybeans

Wheat 0.549 -0.329 0.173 0.617 0.391 1.000 -0.232 -0.418 -0.138 -0.246 0.208 0.316 0.307 0.204 0.354 0.048 0.183 0.108 Wheat

Sugar 0.035 -0.013 0.549 -0.539 0.427 -0.232 1.000 0.016 -0.324 0.046 -0.506 0.457 0.543 -0.533 -0.316 -0.596 0.582 0.532 Sugar

Cotton -0.638 -0.085 -0.416 -0.438 -0.460 -0.418 0.016 1.000 0.596 -0.054 0.080 -0.446 -0.398 0.399 -0.391 -0.105 -0.438 -0.507 Cotton

Coffee -0.470 0.129 -0.669 0.025 -0.693 -0.138 -0.324 0.596 1.000 -0.141 0.329 -0.681 -0.623 0.669 -0.272 0.172 -0.722 -0.753 Coffee

Crude 0.100 0.729 -0.423 0.126 0.163 -0.246 0.046 -0.054 -0.141 1.000 0.489 -0.486 -0.450 -0.503 -0.449 -0.244 -0.195 -0.238 Crude

Nat Gas 0.080 0.437 -0.750 0.574 -0.281 0.208 -0.506 0.080 0.329 0.489 1.000 -0.723 -0.665 0.202 -0.293 0.045 -0.716 -0.702 Nat Gas

Aussie 0.327 -0.564 0.934 -0.159 0.614 0.316 0.457 -0.446 -0.681 -0.486 -0.723 1.000 0.946 -0.303 0.476 -0.111 0.892 0.895 Aussie

Euro 0.311 -0.524 0.930 -0.255 0.596 0.307 0.543 -0.398 -0.623 -0.450 -0.665 0.946 1.000 -0.259 0.347 -0.211 0.820 0.859 Euro

Yen -0.303 -0.414 -0.315 0.119 -0.626 0.204 -0.533 0.399 0.669 -0.503 0.202 -0.303 -0.259 1.000 0.295 0.480 -0.569 -0.476 Yen

US 10-YR 0.128 -0.555 0.364 0.201 0.019 0.354 -0.316 -0.391 -0.272 -0.449 -0.293 0.476 0.347 0.295 1.000 0.770 0.229 0.414 US 10-YR 

US 30-YR -0.106 -0.282 -0.201 0.171 -0.459 0.048 -0.596 -0.105 0.172 -0.244 0.045 -0.111 -0.211 0.480 0.770 1.000 -0.356 -0.112 US 30-YR 

S&P 500 0.338 -0.294 0.869 -0.165 0.727 0.183 0.582 -0.438 -0.722 -0.195 -0.716 0.892 0.820 -0.569 0.229 -0.356 1.000 0.877 S&P 500

Shanghai 0.375 -0.330 0.878 -0.241 0.601 0.108 0.532 -0.507 -0.753 -0.238 -0.702 0.895 0.859 -0.476 0.414 -0.112 0.877 1.000 Shanghai 

Gold Silver Copper Corn Soybeans Wheat Sugar Cotton Coffee Crude Nat Gas Aussie Euro Yen US 10-YR US 30-YR S&P 500 Shanghai 

SoftsMetals Grains Energy Fixed Income Equities

Metals Grains Softs Energy Currency Fixed Income Equities

Currency

 

Correlation Notes:  

Very few strong, longer-term correlations 

between individual commodities. The most 

notable connections seem to be tied with 

copper – the S&P 500, the euro, the Australian 

dollar, and the Shanghai Composite Index have 

all moved closely with the red metal since early 

January.  

I am expecting a jump in risk appetite next 

week after the Eurozone finance ministers 

meet; this should mostly support these assets. 
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Time to take a stand on gold. 

I get a free daily letter from a gold & silver analyst. In addition to his own daily commentary on 

every little detail of what is happening with gold and silver prices, he provides a bunch of third-

party links each day to stories covering precious metals and global economics and markets.  

Without a doubt, the author of the letter is a gold bug. And he always plucks a key sound-bite 

from his latest favorite third-party gold nugget of wisdom. In reviewing last week’s nuggets, I 

noticed a clear trend; often times these little tidbits can say a lot about the mentality of 

investors. Here is a recent list of quotes he grabbed: 

Feb 16: “Tune Out...Buy Gold...Be Happy” 

Feb 15: “U.S. Treasury Should Begin to Issue Longer-dated Bonds Backed by Gold” 

Feb 9: “People Are Right to be Scared...and Gold is a Necessity” 

Feb 8: “This Will Be Gold's Best Year Yet” 

Feb 7: “Watch Gold ... 2012 Fated to be a Monster Year” 

Feb 4: “Corrective Action in Gold is Prelude to Bullish Explosion” 

What worried me is that I was thinking the same thing as those nuggets above, albeit not in 

such dramatic terms. In the last two or more weeks I touched on the fact I was looking for a 

pullback and a subsequent buying opportunity in gold. For the most part, we’ve gotten the 

pullback and consolidation I was expecting.  

Gold futures, daily: 
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Two things: 

First, look at where the moving averages converge – that is where I think gold will ultimately 

find a near-term bottom if it hasn’t already. 

Second, the move above the 200-day moving average back on January 10th and above the 100-

day moving average back on January 25th likely provided catalysts for all those overtly bullish 

headline quotes I listed above. But above all, the Federal Reserve provided even more fuel 

when they extended their ‘extended period of low rates’ to the end of 2014. 

Now that we’ve seen gold put in some time on the downside, I think we are looking at a 

relatively good position to buy in (hence the earlier recommendation of IAU.) Besides all the 

obvious, ubiquitous reasons to buy gold, the developments in Europe may be offering us a 

decent window to get in. 

This week was shaken up by the commotion swirling around Greece. I’ve never seen so many 

agreements originate from a group of people who are in constant disagreement, save the US 

Congress! Suffice it to say, the back and forth surrounding the latest Greek bailout did not sit 

well with markets early on; but the end of the week, and hopes of a final agreement on 

Monday, helped markets to stabilize. 

On Monday Eurozone finance ministers will meet to shore up the bailout deal and Greek 

financing details. Eleventh-hour meetings like this one have been largely unsuccessful in finding 

solutions, but they’ve become quite the essential perceptions-management tool.  

If the Eurozone ministers again succeed in alleviating market concerns (regardless of the merit 

of the rescue package), then gold could follow risk appetite higher next week assuming its 

consolidation has wound down.  

If, instead, for some reason the finance ministers’ meeting is, or is perceived to be, a complete 

flop, then we’ll likely see a risk-averse move that sends markets lower. The question: will gold 

follow the broader market or will it decouple based on its perceived safe-haven appeal?  

When gold’s safe-haven appeal has been ignored in past bouts of risk aversion, it tended to 

coincide with deep, sharp price drops in other assets and subsequent margin calls; these margin 

calls brought down the price of gold as investors liquidated profitable gold positions to pay for 

the margin calls. I don’t anticipate that in the near future, so gold’s safe-haven appeal shouldn’t 

be hindered. 

Caveat: It is possible gold does not truly decouple from risk appetite. Yes, there has been some 

divergence between gold and risk appetite (stocks) lately, but there has been divergence 

everywhere lately; this explains why I’ve been so selective in my commodity trading ideas.  
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All said, I’m looking for more investors to move into gold here and for its price to rise at least 

back up through $1,800. 

As it concerns copper, my expectations are similar – I think copper can push back up through 

recent daily highs (above $4 per pound) now that it has worked off some steam. We found out 

today why copper has been working lower; it is because Chinese copper inventories are 

swelling, meaning a downshift in Chinese copper demand is expected. This is not too surprising 

considering the shift in policy by Chinese officials aimed at stimulating growth, i.e. expectations 

led to more copper buying and could be somewhat supportive for working off the inventory 

builds in the months to come. 

There is some chance that copper is better reflecting true fundamentals (e.g. mediocre global 

demand and economic activity) than other risk assets. There is a chance it could be signaling 

what’s to come for stocks that have yet to break down at all. But right now I think it makes 

sense to look at copper as offering us an opportunity to play for another push higher before risk 

appetite (and the effectiveness of its central bank surrogates) truly blows off. Investors are well 

aware what policymakers are doing. And it seems to me they’ll continue to play along until they 

have no other choice. 

Copper futures, daily: 

 

Trade Essentials. 

No new recommendations or adjustments at this time. 
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Portfolio 

Position Date Ticker Direction Entry Stop Last Target Return Notes 

Teucrium Corn Fund 1/12/2012 CORN Long 39.72 36.9 40.64 45 2.32% Hold. 

ProShares Ultra Oil 1/13/2012 UCO Long 41.12 37.59 44.17 55 7.42% Hold. 

iPath Copper TR 2/17/2012 JJC Long TBD 44.77 
 

TBD 
  

iShares Gold Trust 2/17/2012 IAU Long TBD 15.87 
 

TBD 
  

 
Click on the hyperlink to view the audio/visual chart analysis. Bold denotes change. 
 

Crude oil rallied nicely this week. Our position in UCO is showing a decent gain. It appears crude oil 
is due for a large break, one way or the other. I have us betting on ‘up.’ We’re in good shape right 
now.  
 
Corn prices bottomed out at technical support in textbook fashion. I am looking now for a new wave 
higher. Continue to hold CORN. 
 
I recommended adding IAU for reasons discussed in the main article above. But I chose IAU, as 
opposed to a double-leveraged gold ETF, because I think this could become a core position that we 
hold for a long time. More aggressive or short-term investors who like the current set-up may 
consider adding DZZ instead to capture returns faster. 
 
Technically, copper looks due for a bounce. Optimism out of Europe next week could provide an 
additional catalyst. This explains the timing for adding JJC today. 

 
 

 

JR Crooks  

www.blackswantrading.com  

http://www.blackswantrading.com/

