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 Potential Game Changer 
- If the Brazilian real has bottomed, it should be a game changer for agriculture
- Premium reduced, crude oil nearing good support may be energy floor
- Dollar bulls seem low on fuel for further metals declines
- It may finally be time for gold, with related implications
- Favorable commodity fundamental and technical conditions should prevail

 Data and outlook as of October 30 

Mike McGlone – BI Senior Commodity Strategist  BI COMD (the commodity dashboard

Another Weak Commodity Month, or 
Potential Game-Changing Bottom?
Performance: Oct. -1.5%, YTD -3.5%, Spot -2.7%. 
(Returns are total return (TR) unless noted) 

(Bloomberg Intelligence) -- Commodities appear to be at 
a discount in a nascent bull-market trend. The 
normalization process in stock-market volatility and 
strengthening dollar have suppressed commodity prices, 
but favorable fundamental and technical conditions 
should prevail. Broad-market demand vs. supply 
indicators remain positive as energy and agriculture are 
near potential floors. WTI crude oil is ending the month 
near $65 a barrel and good support vs. $75 and multiyear 
highs in September. 

If the Brazilian real has bottomed, it should be a game 
changer for soft commodities and mark a potential bottom 
for agriculture. Metals are ripe for recovery once the 
dollar arrests its rally. Midterm elections should play a 
role. The greenback appears to be pushing on a string vs. 
U.S. stock outperformance. 

Commodities Appear to Be in Nascent Bull Market 

October May Mark a Game Changer for Firming 
Commodity Foundation. With crude oil near good 
support and the Brazilian real potentially at a bottom, the 
Bloomberg Commodity Index is forming a bit of a floor. 
Underlying broad-commodity demand and supply 
conditions remain favorable, which should prevail with 
higher prices once the dollar stops advancing. 

Commodities Appear at Discount in Bull Market. The 
primary demand vs. supply indicators for commodities 
remain squarely in positive territory. Consistent with 
favorable trends in futures curves (toward 
backwardation), the Bloomberg Commodity Spot Index 
appears to be on sound footings, particularly due to the 
discount from the May peak. That apex (near the halfway 
mark of the 2011-16 bear market; about 10% higher) was 
into good resistance. Commodities appear to be in early 
recovery days along with most inflation measures. Mean-
reversion risks from multidecade lows favor rebounding 
commodities. 

Commodities & CPI Have Limited Downside Risks 

The biggest risks are likely sustained dollar strength or a 
sharp stock-market decline. These factors could pressure 
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the BCOM to revisit the upward-trending 36-month 
moving average, about a 6% decline. 
 
Elevated Mean Reversion Risks: Commodities, CPI. 
Commodities appear to be just starting to recover from 
the sharpest declines on our chart, limiting the risk of 
downside. On a 60-month rate-of-change basis, the low 
reached in the Thomson Reuters Equal Weight 
Commodity Index (CCI) two years ago was the most 
extreme in its six-decade history. It's similar for the 
consumer price index, with the CPI's rate-of-change 
metric just recovering from its early 1960s nadir. 
 
The average rate-of-change for both indexes is about 
20% vs. 8% currently for CPI and minus 18% for the CCI. 
Minus 10% is the 60-month change for the Bloomberg 
Commodity Spot Index vs. a historical average of about 
plus 40%.  
 
MACRO PERFORMANCE 
 
Greenback Pushing on a String vs. Commodities. 
Continued fuel from a strong dollar is likely necessary to 
keep commodities down. A decline of about 1.5% in the 
Bloomberg Commodity Spot Index was about the 
reciprocal of an advance in the trade-weighted broad-
dollar index. Their relationship over the past few years 
shows divergent strength. Despite the greenback 
advancing about 4% on a two-year basis, commodities 
are up about double that amount. 
 
The Strong U.S. Dollar Leads Macro Performers 

 
From the morning of October 31 
 
The S&P 500 giving back 2018 gains was October's 
primary macro-performance story, though emerging-
market stocks are more directly correlated to 
commodities. With declines approaching 20% in 2018, 
the MSCI Emerging Markets Index has had a significant 
drawdown that appears less likely to accelerate. Simple 
mean reversion in EM stocks and the dollar would be 
commodity-positive.  
 

SECTOR PERFORMANCE 
 
Real Recovery in Softs; Crude Oil Back to Support. 
Crude oil backing away from the four-year high at the end 

of September is our primary bearish commodity takeaway 
from October. Declining toward good support at month's 
end should be a positive for November. WTI crude oil was 
overdue for a correction, but the downside is limited near 
initial support at $65 a barrel. The strong dollar also 
pressured commodities, but not vs. Brazil. The recovering 
real in the aftermath of the election may mark a game-
changing bottom for soft commodities and agriculture. If 
the real has bottomed, the ags might have as well. 
 
Softs Lead Gainers in October on Real Recovery 

 
From the morning of October 31 
 
Industrial metals down about 16% on the year and the 
leading loser is a bit disconcerting for global 
macroeconomic implications. That's part of the reason 
recovery is more likely. Continued base-metals weakness 
has more bearish implications for equities. 
 
 
ATTRIBUTION 
 
Attribution Analysis Indicates Likely Recovery. Crude 
oil ending the month near good support, plus the potential 
for a bottom in the Brazilian real, provides a floor on 
returns for about half of the broad index. Energy, the 
primary supportive sector in 2018, is unlikely to give back 
much more of the 370-bp total index contribution. WTI 
crude oil ends October near good support at $65 a barrel. 
Agriculture's drag of about 300 bps on the index should 
lessen if Brazil's currency has indeed bottomed. 
 
The metals will likely need further dollar appreciation to 
continue to subtract from index total returns. Base metals 
have been a drag of about 300 bps this year on the back 
of about 160 bps from precious. 
 
Agriculture Unlikely to Take More, Crude Support 
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Energy (Index weight: 29% of BCOM) 
Performance:  Oct. -4.1%, YTD +12.8, Spot +11.6% 
*Note index weights are the YTD average. 

 
Crude Oil Bull Going to Gas 
 
Energy Outlook Presents Stalled Crude Oil, 
Warming Natural Gas. Crude oil should be entering 
an extended range-trading market. If history is a guide, 
responsive traders are likely to prevail as the market feels 
very bullish near peaks and bearish toward nadirs. 
Natural gas appears to be the opposite -- a tight spring 
that's ripe to uncoil, with upside potential outweighing 
downside risks. 
 
A Traders Delight With Crude Bull at Rest.  With the 
best of the bull-market run complete, in our view, crude oil 
should remain the domain of responsive traders. Brent's 
2018 high of $86.74 a barrel should represent good 
resistance for an extended period as the market seeks 
support. Back toward the halfway mark of the 2012-16 
price decline, $10 above or below the $77 level should 
mark the bell curve of the trading range for awhile. A 
good support area is $67.  
 
Peaking Drivers: Demand vs. Supply, Futures Curve 

 
 
Primary bull-market companions -- demand vs. supply 
and the trend toward backwardation in the one-year 
futures curve -- appear to have peaked from multiyear 
highs. Prices are unlikely to appreciate more in this 
environment. Demand vs. supply estimates include data 
from the Energy Information Administration and the 
International Energy Agency. The one-year curve is the 
average for Brent and WTI. 
 
Natural Gas Taking Bull Baton From Crude Oil. 
Natural gas' primary drivers -- demand vs. supply and the 
futures curve -- indicate upside price opportunity 

outweighs downside risks. Recovering recently with the 
market pricing in a winter-weather premium may leave 
gas a bit vulnerable in the shorter term, but the bigger 
picture is quite price-supportive. The one-year curve 
remains solidly in backwardation, which is historically an 
oxymoron in gas due to the high storage costs. 
Coincidentally, our index of the primary North American 
demand vs. supply factors shows the ratio well above par. 
 
Drivers Improving: Demand vs. Supply and the Curve 

 
 
Natural gas, typically the most volatile of the major 
commodities, remains bound to one of the narrowest 
percentage ranges in futures history (2017 was the 
tightest). Prices have done little since indicating a market 
that's ripe for a catalyst. 
 
Crude Oil Should Be Range-Traders' Delight. There's 
little room for the crude-oil bull to run, but the downside 
should also be limited, resulting in an extended range-
trading market, in our view. The one-year curve trending 
into backwardation, a primary bull-market companion, has 
reached a significant peak and is flat again. Responsive 
traders are likely to prevail. Traders that held WTI 
resistance near $75 a barrel are likely to be in force, 
supporting $65. In the midst of the most significant 
drawdown since last June's trough, if that correction is 
matched, WTI would likely revisit about $60. 
 
It wouldn't be a first. Since the nadir in 2016, WTI had two 
24% drawdowns. The current is 15% to Oct. 24, which 
has returned the market to the first revisit of the 52-week 
average in a year. The trend remains up, but key 
indicators point to a range-bound market. 
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Crude Oil Bull Shifting to Extended Range 

 
 
PERFORMANCE DRIVERS 
 
Crude Oil Liquidation, Natural Gas Accumulation.  
Traders' exit from crude oil and petroleum positions in 
favor of natural gas elevates reversion risks. October's 
recovery of about 5% in the Bloomberg Natural Gas 
Subindex coincided with a sharp increase in managed-
money positions, achieving the highest level of net longs 
in the database since 2006. Priced for cold weather 
should leave the market a bit vulnerable when it comes, 
with the potential to be less extreme than expected. 
 
Crude Oil Mean Reversion. Natural Gas Getting Long 

 
From the morning of October 31 
 
Mean reversion in crude oil was October's predominant 
energy-performance story, but positive total returns 
should remain supportive. The Bloomberg Energy 
Subindex Total Return of almost 13% outpaced about 
12% for the spot index through Oct. 29. It's been four 
years since energy has posted positive roll returns. 
 
Front Energy Futures to Oct. 31 

 
From the morning of October 31 
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Metals  
 
All (Index weight: 35% of BCOM)  
Performance: Oct. -1.6%, YTD -12.8% 

 
Industrial (Index weight: 19.0% of BCOM.  
Performance: Oct. -4.6%, YTD -15.9, Spot -16.7%) 
 
Precious (Index weight: 16.1% of BCOM.  
Performance: Oct. +1.0%, YTD -9.7, Spot -8.6%) 
 
 

Favored at the Crossroads 
 
From Copper to Gold, Metals Are Gaining Favor at the 
Crossroads. Under pressure from the strengthening 
dollar, the metals sector stands as the potential stalwart 
as stock-market volatility normalizes. Gold has the most 
upside if equities continue to decline, particularly if U.S. 
stocks give back more vs. the world. In this scenario, the 
dollar should decline and metals and broad commodities 
would benefit. Gold's appreciation potential remains 
disconcerting, given the macroeconomic implications as 
the market becomes increasingly coiled. 
 
Industrial metals have provided a discount in a bull 
market. The implications of sustained declines should 
increase risks for equity markets. Downtrodden copper 
appears to have priced closer to a worst-case 
macroeconomic scenario, making it ripe to benefit in most 
outcomes. 
 
 
Broad Metals Discounted Bull  
 
Metals Decline Would Require Strong Greenback, 
Weak EM Stocks. Metals are increasingly dependent on 
further dollar gains and/or declines in emerging-market 
(EM) equities to continue to decrease in value. Mean-
reversion potential for a broad-dollar measure that's near 
multidecade highs elevates the prospects of a similar fate 
for a metals recovery.  
 
Bears Seem Low on Fuel for a Metals Decline. It will 
take continued dollar strength or weakness in EM equities 
to appease metals-sector bears, in our view. Mean 
reversion potential is elevated. Up about 7% in 2018 
through Oct. 30, the trade-weighted broad dollar is a 
primary metal-price suppressant. It's similar for the MSCI 
Emerging Markets Index, which is down about 20% and 
has among the strongest positive correlations to the 
Bloomberg All Metals Total Return Index. On pace for its 
worst year since 2008, EM equities have limited 
downside. 

 
Metals Back to Initial Support With Drivers 

 
 
Meanwhile, dollar strength has limited room. Near the 
2002 and 2016 peaks, the greenback's rally appears to 
be pushing on a string, notably on the back of the 
outperforming U.S. stock market. The annual correlations 
of the metals index since 1997 are minus 0.7 vs. the 
dollar and plus 0.82 relative to EM stocks. 
 
Dollar Mean-Reversion Risks Elevated With Stocks. 
Recent outperformance of U.S. stocks vs. global equities, 
and signs of divergent dollar weakness, emphasize the 
risk of a greenback decline. The ratio of the S&P 500 vs. 
the MSCI World Excluding U.S. Index is a strong 
companion. On a tear for the past decade, the recent 
extended high in this ratio increases mean-reversion 
risks, which would pressure the dollar and support 
commodities. The greenback's divergent weakness since 
the 2016 peak should exacerbate a decline when U.S. 
stocks stop outperforming. 
 
U.S. Dollar Showing Divergent Weakness 

 
 
 

https://bloom.bg/2P4qd2L
https://bloom.bg/2Q6yBeA


 
Bloomberg Commodity Outlook – November 2018 Edition 
Bloomberg Commodity Index (BCOM) 
  

 
 

The ratio of U.S. stocks vs. rest of the world has set a 
high that's well above the previous peak about two years 
ago, yet the trade-weighted broad dollar remains below 
its similar-period apex. Since June 2008, the dollar has 
increased about 32% vs. 116% for the S&P 500 and a 7% 
decline for the world ex-U.S. index. 
 
 
Industrial Metals Discount 
 
Tarnished Copper to Get Most Relief When Metals 
Reverse Course. Priced for a worst-case scenario in 
what appears to be a steady bull market, the potential for 
a copper and industrial metals recovery outweighs further 
downside, as we see it. The stock market appears more 
prone to risks, particularly if industrial metals hold below 
support levels. 
  
Industrial Metals Should Have Less to Fear. Copper 
and the industrial metals have provided a sufficient 
drawdown under the weight of falling equity prices, in our 
view. Sustaining much lower would have adverse 
macroeconomic implications, notably for equities. It's the 
stock market that appears to be a bit offside. While equity 
volatility is normalizing, copper is likely providing a dip in 
a nascent bear market. Industrial metals are a potential 
bullish stalwart vs. equities, adjusting to mean reversion 
in the CBOE SPX Volatility Index (VIX) from its lowest 
average (250) ever less than a year ago. 
 
Base Metals at Discount in Bull Trend 

 
 
Measured by the World Bureau of Metal Statistics, 
demand vs. supply indicators remain above par, barely 
budging since the bull market began in 2016.  
 
Metals Showing Bullish Divergence vs. Greenback. 
For the first time since the bear-market bottom in 2015, 
the Bloomberg All Metals Total Return Index has revisited 
its lower 52-week Bollinger Band, signaling that the sector 
is poised to recover from this support level. Despite the 
trade-weighted broad dollar rallying to within 2% of its 14-
year high from 2016, the all-metals gauge has remained 

more than 20% above the similar low. It's unlikely the 
dollar can sustain itself above the 14-year high. Risk vs. 
reward appears to favor metals' longs at current levels. 
 
Metals in Good Support Zone on Strong Dollar 

 
 
If metals remain below 3Q levels, it could indicate an end 
to the bull market, with broader negative macroeconomic 
implications. In the history of the metals index since 1997, 
the annual correlation to the dollar is negative 0.70. 
 
 
Gold Risks Tilting Higher 
 
It May Finally Be Time for Gold, With Related 
Implications. Precious metals are likely in a nascent bull 
market, with bottoming inflation and stock-market volatility 
and a peaking dollar. Unchanged from about five years 
ago, gold has remained stable despite powerful rallies in 
stocks and the greenback. Mean reversion supports the 
benchmark diversifier. 
 
Stocks and Gold Ripe for Trading Places. Aligning the 
means in this rate-hike cycle, gold appears more likely to 
revisit its average vs. the S&P 500. Getting back toward 
$1,260 an ounce is only 5% above the Oct. 5 price for the 
metal vs. a 17% decline for the stock market. This wide 
dispersion appears to have reached an inflection point 
this month, with the 10-year Treasury yield sustaining 
above 3.1%. The last yield-resistance breach was in 
January, above 2.6%. Stocks peaked later that month as 
gold prospered. The sharp dollar rebound halted gold's 
climb in April, but is less likely now. 
 
The metal's preemptive recovery absent dollar weakness 
is a bottom indication. The dollar has less room to rally 
this time. The Bloomberg Dollar Spot Index is 7% above 
the 2018 low. The broad trade-weighted index is 2% 
below the 2016 multiyear peak.  
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Gold Appearing Too Low vs. Rich Stocks 

 
 
Gold's Risk Is a Substantial Recovery. Risks appear 
quite extreme for a potential melt-up in gold. Managed-
money positions are the most net-short in the database 
history since 2006, and market volatility has declined to 
multidecade lows. Typically, market conditions that 
prompted volatility to decline to such depressed levels 
need to reverse for it to recover. The 90-day volatility 
level has declined to the lowest level since 1999 on the 
orderly price decline. It took about a 7% rally in the 
Bloomberg Dollar Spot Index from mid-April for gold to 
decline 11% to Oct. 5. 
 
Gold Bottoming? Record Shorts, Very Low Volatility 

 
 
Divergent gold strength is a recent takeaway. Gold has 
stayed close to its 1.7x annual negative beta vs. this 
dollar measure, but recovered about 1% in the first week 
of October despite continued greenback strength. It may 
be the inflection point to spark short covering and higher 
volatility.  

Gold's Upside Potential Outweighs Downside Risk. 
Up 13% in this Federal Reserve tightening cycle to Sept. 
7, gold is closer to support, which should prevail. A 
combination of sustained strength in the dollar and the 
stock market is likely needed for gold to decline below 
good support near $1,120 an ounce a year from now. It 
may benefit most portfolios, which is supporting the 
diversifier, notably via exchange-traded funds. Total 
known ETF holdings are up 47% since the first rate hike. 
 
Gold Near Range Bottom Likely Opposite in a Year 

 
 
Good initial resistance for gold is near $1,375, the high in 
this tightening cycle. Trading the past few years within the 
most compressed range in decades increases the chance 
of a breakout higher, typically the case in such coiled 
markets. If the greenback resumes the mean-reversion 
process of 2017, gold should head toward $1,400.  
 
Gold's Big Picture Shows Bullish Divergence vs. 
Dollar, Stocks. Gold holding steady in an environment of 
dollar strength and a stock-market rally indicates a bullish 
divergence. Elevated mean-reversion risks for its primary 
adversaries are quite supportive for a sustained gold rally. 
The yellow metal bumped up near $1,400 an ounce in 
April with the Bloomberg Dollar Spot Index and the S&P 
500 both down about 3%. Back at good support near 
$1,200 with recoveries in the stock market and 
greenback, gold is near the lower end of its trading range. 
 
The market's about as trend-ready as it gets, unchanged 
vs. five years ago and with the narrowest-for-longest 52-
week Bollinger Bands in almost two decades. A bit of 
sustained mean reversion in the stock market or dollar 
should unlock the cage for the well-rested gold bull. 
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Gold Not Going Down Despite Strong Stocks, Dollar 

 
 
 
PERFORMANCE DRIVERS 
 
Gold Lonely at Top Generally Not a Good Sign. It's 
typically not a good sign when gold is up and most others 
are down, as happened in October. The S&P 500 index's 
decline (almost 10% at its worst in the month) is the 
primary pressure factor on the Bloomberg Industrial 
Metals Subindex. Gold stands to benefit if stock-market 
volatility continues to recover, yet all metals would be 
supported by a weaker dollar that has gained on the back 
of outperforming U.S. equities. 
 
Except for Gold, Metals Succumb to Weak Stocks 

 
From the morning of October 31 
 
The near-20% year-to-date decline in copper, the worst-
performing major commodity, is generally unsustainable 
in an expanding global economy, particularly when priced 
at a significant discount to its historical apex only seven 
years ago. Contrarily, equity prices are well-ahead of 
similar period peaks. 
 
 
 

 

Agriculture (Index weight: 30% of BCOM) 
Performance: Oct. +2.2%, YTD -8.9%, Spot -3.2%) 
 
Grains (Index Weight: 24% of BCOM)  
Performance: Oct. 0.0%, YTD -6.2%, Spot +1.7%) 
 
Softs (Weight: 6% of BCOM)  
Performance: Oct. +11.8%, YTD -13.7, Spot -9.8%) 
 
 

Crossing the Recovery Rubicon 
 
From Corn to Sugar, Agriculture Bull Ready to Cross 
the Rubicon. Conditions in the agriculture sector have 
the makings of a longer-term foundation, notably if the 
Brazilian real is finished declining. The grains, comprising 
the bulk of the Bloomberg Agriculture Subindex, need 
another exceptional Corn Belt growing season to avoid 
adding a lot to 2018's minor gains. U.S. soybean supply 
is the main overhang amid U.S.-China trade tension, but 
the extreme U.S. price discount will help to rebalance 
global trade, boosting exports. Some dollar reversion 
should go a long way. 
 
The beaten-up and previously record-short soft 
commodities appear to have met Brazil's currency at the 
bottom. The passage of elections and a revisit of 
multidecade support levels emphasize upside potential 
vs. further downside risks. There are plenty of ingredients 
for a longer-term bottom in 2018, in our view.  
 
 
Broad Ags Real Recovery 
 
A Real Recovery? Sugar, Coffee and Soybeans Likely 
to Drive Ags. Confirmation of a bottom for the Brazilian 
real should be a game changer that supports agriculture 
prices. Upside potential for the ags outweighs downside 
risks, in our view. 
 
If the Real Has Bottomed, Ags Should Follow. The 
agriculture sector appears to be on the cusp of marking 
bottom on the back of Brazil's currency. Up about 10% in 
October, agricultural commodities should benefit if the 
real-dollar (BRLUSD) cross is moving beyond election 
jitters and bottoming similar to 2002 and 2009. In 
February, the Bloomberg Agriculture Spot Index began to 
trade above its 48-month average for the first time in five 
years. That rally failed as the real plunged. 
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Real Double Bottom Should Inspire Agriculture 

 
 
October's agricultural high is the 48-month mean, as 
BRLUSD appears to be forming a double bottom. It's 
been 16 years since the last significant shift to sustaining 
above this mean as the real strengthened. Since 2002, 
the annual correlation of the Bloomberg Agriculture Index 
to the BRLUSD cross is 0.68. By comparison, the 
correlation is 0.76 to the price of corn.  
 
 
Grains Bear Risks Elevating 
 
Corn, Soybeans and Wheat Risks Tilting Toward 
Upside Potential. Unless the Corn Belt has another 
exceptional growing season, grain prices should be 
higher a year from now. Up about 3% through Oct. 29 
despite ripe conditions for lower prices, the Bloomberg 
Grains Spot Subindex could add substantially to 2018 
gains. Key drivers indicate downside risks are limited. 
 
Grains Appear to Be Waiting on Greenback. Gains in 
grain prices should follow strong U.S. exports. The dollar 
value of U.S. corn, soybean and wheat exports is among 
the highest correlations to the Bloomberg Grains Spot 
Subindex. Despite the recent dip in this measure due to 
trade tension, the export trend remains positive, notably 
since bottoming in February 2016. Since then, the dollar 
value of U.S. exports has increased by about a third, 
while the trade-weighted broad dollar has gained 3%. 
Ratcheting up 7% in 2018 through Oct. 29, the strong 
greenback is a primary drag on grain prices. 
 
 
 
 
 
 

Grain Prices Unlikely to Stay Low - Strong Exports 

 
 
Relatively low U.S. prices support exports as global trade 
rebalances from this year's distortions. Since 1999, the BI 
dollar measure of U.S. corn, soybeans and wheat exports 
(.EXUSGRN$ G Index) is 0.92 correlated with grain 
prices, measured annually. 
 
Grains Potential Bottom Harkens Back to 2002.  In the 
fourth year of narrowing price ranges, the grain market 
appears to be bottoming. Indicating an extreme, the 
average of the one-year futures curves of Bloomberg 
Grains constituents is near a two-decade low. Despite 
exceptional Corn Belt growing conditions, trade tension 
and the sharp decline in the Brazil real, the spot grain 
index is up about 3% in 2018. Divergent strength is the 
indication. 
 
Rounding Bottom Pattern in Grains 

 
 
Wheat gains have been offset by soybean losses, with 
corn in the middle this year. Soybeans are at the 
epicenter of the U.S.-China trade dispute. Driven by 
politics, massive U.S. stockpiles limit upside. Unchanged 
from four years ago, and within the narrowest similar-
period range in five decades, corn is ripe to be a leader. 
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Upside potential outweighs downside risks, in our view.  
 
Corn Potential at the Top of Grains Radar. Corn is ripe 
to exit its extremely tight range, with upside potential 
outweighing downside risks. Initial support and resistance 
near $3.25 and $4.05 a bushel in the front future 
represent the narrowest 48-month Bollinger Bands since 
1964. Typically, when corn is this tightly bound, price 
appreciation wins out, particularly when it's trading below 
the USDA estimated U.S. cost of production. 
 
Corn a Prime Uncoiling Candidate 

 
 
The halfway mark of the range since 2006 is about $5.70 
-- initial target resistance. The low near $3 is good 
support. This year marked the first test of the upper band 
since 2012. Some normalization in exceptional Corn Belt 
production should extend the top band higher. More-
normal global wheat production this year could be a 
precursor. 
 
Prices vs. Stockpiles About as Bad as It Gets. A price 
rally in soybeans should be well underway by the time 
record stockpiles begin to decline. At a four-quarter 
average of 1.73 million bushels, stocks are the highest 
ever, and the most extended above the 20-quarter 
average since 1980. Once this measure peaks, soybean 
prices should have begun a recovery, if history is a guide. 
A similar scenario occurred in September 2007, as 
soybeans rallied more than 80% from lows a year earlier. 
Prices then peaked about a year later. 
 

Elevated Mean-Reversion Risks in Soybeans Stocks 

 
 
Measured annually in the past 30 years, the soybeans-to-
stocks correlation is minus 0.74. Comparatively, the 
highest soybean positive correlation is 0.71 (to wheat). It's 
0.62 to corn.  
 
Unsustainable Demand vs. Declining Prices. The 
disparity between rapidly increasing global soybean 
demand and declining prices is unsustainable, in our 
view. Recovering prices are a prime rebalancing suspect. 
Extremes in the velocity of demand vs. subdued prices 
harks back to 17 years ago. Relative to its 10-year 
average, the front soybean future (minus 24% to Oct. 26) 
is at the lowest level since 2001. About 21% greater than 
the same mean, the velocity of demand has remained 
above 20% for the longest period since 2003. 
 
Extreme Disparity Between Demand and Prices 

 
 
The extreme in the database since 1968 was 2001, when 
velocity of demand approached 27% vs. minus 27% in 
prices. That year marked the low as soybeans peaked 
320% higher in 2012.  
 

https://bloom.bg/2Q7S4vy
https://bloom.bg/2F2WeUa
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Unsustainable Disparity Supports Soybean Futures. 
Soybean exports from Brazil have become too expensive, 
supporting U.S.-traded futures. The 28% premium for 
soybeans at Paranagua, one of the primary Brazilian 
ports, is the highest in the database since 2006. U.S.-
China trade tension creates an unsustainable overhang of 
supply in the U.S. vs. empty bins in the Southern 
Hemisphere. Prices have adjusted accordingly, but 
relatively low-cost U.S. soybeans support exports to the 
rest of the world, including to China at such a discount. 
 
Widest Brazil vs. U.S. Soybean Price in Database 

 
 
The average Paranagua premium since 2006 to the front 
soybean future is 4%. The .BRLSOY$ G Index converts 
the Paranagua price to U.S. dollar-per-bushel equivalents 
to match the most widely traded future. The annual 
correlation is 0.86. 
 
 
Outlook Nov. - A Not so Softs Bottom 
 
Sugar, Coffee and Cotton Weathering Soft Storm; 
Bottom Potential. The soft commodities appear to have 
crossed the Rubicon back into a bull market in October, 
as we see it. An end of the plunge in the Brazilian real is 
a primary driver. 
 
Softs May Be Forming a Longer-Term Bottom. After 
significant milestones in October, a foundation could form 
for a longer-term low in the Bloomberg Softs Spot 
Subindex. Sugar, coffee and cotton prices bottomed from 
significant support levels, on the back of record managed-
money net shorts as the Brazilian real recovered from a 
multidecade low vs. the dollar. It's the kind of situation 
that is often looked back upon as the indication of a 
selling extreme. 
 
Ending the month back at its 12-month average, the softs 
index has plenty of mean-reversion room, particularly if 

the real-dollar cross has bottomed. It would take about a 
34% rally to revisit the 2016 peak. Since 2007, the softs 
index is 0.72 correlated to the BRLUSD rate, and about 
the same to coffee prices. 
 
Recovering From Good Support Zone With the Real 

 
 
Mean Reversion Can Be Powerful: Bottoming Softs.   
The Brazilian currency's recovery after the nation's 
election was October's primary positive agriculture driver, 
though duration remains in question. The severity of 
declines in sugar and coffee, and the real (showing a 
potential double bottom in the BRLUSD cross rate) 
support our view of longer-term troughs. It's been about a 
decade since the front sugar future increased more in a 
single month than October's advance of about 30%. 
 
Softs Lead Gainers in Oct. - Potential for More 

 
From the morning of October 31 
 
October (up about 17% to Oct. 29) was among the 10 
best months ever for the Bloomberg Softs Spot Subindex 
(1991), but the gauge has legs for a bottom. Record 
shorts provide a good foundation. Grains were stable. Up 
about 3% on a spot basis this year, the Bloomberg Grains 
Spot Subindex shows divergent strength to an 
exceptional Corn Belt growing season and trade tension. 

https://bloom.bg/2EV2Nsa
https://bloom.bg/2F2WmTE
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DATA on BI COMD                                          (as of the morning of October 31) 
Performance - Overview 

Key Metrics  

 
 
Historical 
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Performance – Commodity Total Returns 
Key Metrics 

 
 
Historical 
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Performance – Prices 
Key Metrics 

 
 

Historical 
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Performance – Volatility 
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Curve Analysis – Contango (-)  | Backwardation (+) 
Key Metrics 

 
Measured via the one-year futures spread as a percent of the first contract price. Negative means the one-year out future is higher (contango). Positive 
means the one-year out future is lower (backwardation.  

Historical 
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Curve Analysis – Gross Roll Yield 
Key Metrics 

 
Measured on a gross roll yield basis; the 251 business day difference between the total return and spot change.   
 

Historical 
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Curve Analysis – Forwards / Forecasts 
Spread % 

 
 

Data Set 
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Market Flows – Open Interest 
Key Metrics 

 
 
Historical 
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Market Flows – Commitment of Traders 
Key Metrics 

 
Historical 
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Market Flows – ETF Flows (annual) 

 
 

 
 

 
 
 



BLOOMBERG INTELLIGENCE: COMMODITY DASHBOARDS 
BI <GO> * Click hyperlinks to open in Bloomberg

Crude Oil Production: BI OILS <GO> Natural Gas Production: BI NGAS <GO>

Precious Metal Mining: BI PMET <GO> Agricultural Chemicals: BI AGCH <GO>

Copper: BI COPP <GO> Aluminum: BI ALUM <GO>

BI provides analysis on several key drivers of BCOM performance; industrial and precious metals mining, oil and natural gas production, and 
agricultural chemicals. The dashboards include key macro data libraries and interactive charting and commentary from analysts with an average 
of seventeen years of experience. 

https://blinks.bloomberg.com/screens/bi
https://blinks.bloomberg.com/screens/bi%20oils
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COMMODITY CHEAT SHEET FOR THE BLOOMBERG PROFESSIONAL® SERVICE

* Click hyperlinks to open in Bloomberg

Broad Commodities Energy
Top commodity news CTOP Top energy news ETOP
Global commodity prices GLCO Top oil news OTOP 
Commodity playbook CPLY Crude Oil Production Dashboard BI OILS
Commitments of traders report COT First Word oil NI BFWOIL 
Calendar of commodity events ECO17 News on oil inventories TNI OIL INV 
Commodity arbitrage calculator CARC Oil Buyer's Guide newsletter NI OBGBRIEF
Commodity fundamental data explorer FDM Pipes & Wires newsletter NI PAWSBRIEF
Commodity futures overview CMBQ Oil market analysis BOIL
Security finder SECF Nat gas spot prices BGAS
Commodity data contributors & broker CDAT Forward European utility markets EUM
Contract table menu CTM News on oil markets NI OILMARKET 
Seasonality chart SEAG News on OPEC NI OPEC 
Commodity curve analysis CCRV OPEC production and prices OPEC
Commodity fair values CFVL Oil markets menu OIL 
Commodity price forecasts CPFC Crude stored in tankers NOON
Commitments of Traders Report COT Refinery outages REFO
Commodity maps BMAP Oil’s decline EXT5 
Commodity options monitor OMON Oil versus inflation expectations SWIF
Commodities charts COSY
Commodity Investors menu CMNV Metals
US exchange traded product fund flows ETF Top metal news METT 

Precious metal dashboard BI PMETG
Base metals dashboard BI BMET

Commodity Indices Metals prices and data MINE 
Index description BCOM Index DES Precious metals prices and rates MTL 
Index constituent weights BCOM Index MEMB Metals Bulletin MB 
Listed index futures BCOM Index CT COMEX inventories COMX 
Option volatility surface BCOM Index OVDV LME monitor LME 
Seasonality chart BCOMNG Index SEAG LME implied volatilities LMIV 
Commodity index futures movers FMV LME warehouse inventories LMEI 
Commodity index ranked returns CRR 

Agriculture
Weather Top agriculture news YTOP 
Global weather database WETR Agriculture calendar AGRI 
US snow monitor SNOW Agriculture spot prices AGGP
EU weather & utility models EUMM Agriculture supply & demand AGSD

Crop calendar CCAL

BCOM QUICK FACTS Index Methodology

 Weighting Bias 2/3 market liquidity and 1/3 world production
 No. of Commodities 20
 Re-balancing Frequency Annual
 Roll Schedule Monthly (5 day roll)
 Caps/Limits Single commodity: max 15%

Single commodity and its derivatives: max 25%
Related commodity groups: max 33%

 First Value Date 30 December 1990

The data provided in this report can be easily accessed on the Bloomberg Professional® service along with numerous news 
and analytical tools to help you stay on top of the commodity markets.
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