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COMMODITY COMMENTS

May Qth, 1973

N. Y. COCOA: May '73 50.60
July '73 48.90

The steady advance in prices ’began in late January of this year from 
the 31-32C area accelerated in the last 2 weeks & was capped today by the 
third consecutive limit advance. Unlike previous such occasions, the market 
remained firmly locked up at the 100 point limit from the opening bell; 
more than 1900 bids remained unfilled. A relatively modest 117 tenders 
have been issued against the N. Y. Spot May position while over 700 
contracts remain open.

In London, Spot May tenders now stand at some 2599 originals & 383 
retenders. A very steep backwardation has developed in London with May 
at over L45/ton over September. Origins, mostly sold out, remain very 
reserved; intermediate crops are thought to be only sufficient for local 
needs. An almost incredible reluctance to sell on the part of Temporao 
growers has added to the developing tightness.

We have held & continuously recommended cocoa since late June '72 
when the nearest contract hovered around 27C/lb. A small fortune would 
have been possible by holding out to long positions. The question is now, 
when does one sell?

We believe that the last few days represent the beginning of the 
"blow-off stage" so typical of bull market peaks. Fluctuations will 
become ever more violent & many chart reversals will prove to be mere 
consolidations. There are no hard & fast rules of thumb that may help 
in identifying the "top" but some points are worthy to watch:

(a) a sudden bulge in open interest, at least 500 contracts & 
perhaps as much as 1000 contracts;

(b) a reversal (especially in London) where a new high is reached 
but prices close below the previous day's low; on very heavy 
volume (at least 3000 contracts).

(c) a sudden increase in the bullishness consensus to something 
over 95%; or 2 weeks running to over 90%.

Any one of these 3 events or a combination of them may spell 
a sharp drop or even The End. Longs are urged to keep in close contact.
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N. Y. SILVER: July '73 223.90

On April 16th, the U.S. Government confirmed that it was looking to 
dispose of over 117.50 million ounces, presumably enough to fill the 
production shortfall for the next 2 years. Subsequent to the announcement, 
silver values fell sharply with July '73 falling to 209.00. It was one of 
those rare occasions when the dissemination of widely known "news" affacted 
the market. In retrospect one might say that buying on these news proved 
to be rather profitable.

The gloom & doom of the stockpile disposal ignored: (a) the timing of 
the disposal - perhaps as far away as 9 months by which time Comex 
Warehouse Stocks may be nearing exhaustion; (b) the potential 30-50 
million ounces required by the Royal Canadian Mint which contemplates 
selling over 4 years $420 million face value of silver coins commemorating 
the Olympic games/ (c) the extremely low valuation of silver vis a vis 
gold —  42.5-1 —  in fact the lowest on modern record; (d) our inventory 
cycle model indicating a potential demand of well over 30 million ounces 
over the next 3 months.

Domestic primary silver production increased 1.6% in Feburary. to 
3.23 million ounces, 17% lower than the Feburary 1972 figure. Imports 
totalled 5.11 million ounces, 18% lower than in January, & exports 
totalled 0.75 million ounces, according to the U.S. Bureau of Mines.

We remain very bullish in silver, particularly for its near term 
outlook & expect prices to test the 2.35 - 2.40 area basis July '73 
before long. A successful challenge to the high of 2.74 is envisioned 
within the next 4 months, probably in conjunction with new highs for 
gold.

Remain long; again, do not place stops.

CANADIAN SILVER COINS: Spot 
July'73 
Sep.'73 
Dec.'73 
Mar.'74

1130-1180
1150-1210
1170-1230
1200-1260
1220-1280

Canadian silver coins represent a limited risk approach to silver 
investing £ an unusual play on a disappearing commodity.

Each bag consists of $1,000.00 face amount of Canadian silver coins 
in the form of.half dollars, quarters, or dimes. Each $1,000.00 in face 
amount of Canadian silver coins contains approximately 585 fine troy 
ounces of silver. In essence, then, an investor buying one bag of 
Canadian silver coins (spot or forward) will enjoy a limited downside risk 
(as the bag cannot fall below its monetary value of $1,000.00 no matter 
how low silver goes) while at the same time he can benefit from a rise in 
the price.
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Long term silver bulls with an aversion for high risks and a penchant 
for numismatic value would be well advised to consider this form of investment. 
Forward contacts can be purchased with a margin equal to the difference 
between $1,000.00 and the ask price.

In the past 3 weeks spreads have continued to narrow with markets ranging 
to $70/bag (U.S. $95-$100 3 weeks ago) & inside markets ranging to as little 
a $10/bag. Discounts from bullion equivalent have remained fairly stable at 
8-8H% on the offering side but concurrently bids have narrowed the gap 
indicating good dealer demand. Gresham9s law is driving out good silver 
from circulation; successful smuggling operations & heavy investor hoarding 
will eventually dry up supplies pointing to an eventual premium market.

LONDON RUBBER: July/September '73 24.25 p. bid.
July/September 174 24.05 p. Bid.

The U.S. Government9s announcement regarding rubber stockpile disposal 
will tend to maintain 1974 value relatively deppressed to 1973 values where 
cash business is quite good. Add to this the intriguing possiblity that STG. 
@2.4938 for spot may be a bit overvalued (at least from a longer term point 
of view) Si the ideal spread comes to mind: Long July /September 9 73 VS 
July/September 974.

We are looking for it to widen to at least 2.00 p. Each l.OOp. equals 
h 150; margin required $400.

TECHNICAL TRENDS

COPPER: May 973 66.50
Jan. 974 63.00

The brief flirt with the long side proved marginally profitable but 
rather short lived. With May 973 breaking below 69.20, the important Feb.
-March - April uptrend was violated Si shorts have become operative.

Due to its wide-swinging character, we prefer to trade this market from 
the short side rather than follow a heavily bearish book.

CORN: July 973 1.76 7/8
Dec. 973 1.72

This past week we issued a strong buy recommendation; chart patbrns 
have broken into new high ground. The relative 19cheapness99 of this feed 
Si the extensive flood damages may yet make this market a explosive affair.

Remain long Si add on 3-5 cents setbacks.
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COFFEE: July '73 67.05

We picked up 11 cents since our last issue when we suggested that nearby 
futures were selling at below cash values.

Remain long but place stops 62.00 basis July '73.

COTTON: May '73 51.70
July '73 51.70
Oct. '73 50.05

Another spectacular winner; in the last 3 weeks alone prices have risen 
over 1000 points - equivalent to a $5000 profit per contract.

With 2 minor selling points (having re-entered the market at slightly 
higher prices) we are long this market since late October 1972 with prices 
as low as 27.00 basis May '73.

A top may be in the making so it would be best to keep in close touch. 
Long term traders sould remain long & risk 46.50 basis Oct. '73.

GOLD: London's Second Fixing $90.00
July '73 (Winnipeg) 92.00

Although we feel that upside leverage has been shifted to silver 
(and platinum) we continue to believe that gold prices will work higher 
over the next few months.

Long term traders should remain long; traders looking for leverage 
should continue to switch over to silver & platinum.

LIVE CATTLE Oct. '73 44.05

LIVE HOGS Oct. '73 35.05

PORK BELLIES July •73 53.82

Our April 13th Comments caught the re-emergence of the Livestock bull 
trend; we are long Oct. '73 cattle at 42.00; October '73 hogs at 31.35 & 
July '73 bellies @50.95

Remain long.



PLATINUM: April '73 (expired) 
July '73

140.40
147.00

We have as yet not altered our strongly bullish stance advocated ever 
since nearby quotes dropped below $150/oz.

Continue to accumulate long positions at these levels.

WORLD SUGAR #11 September '73 6.65

Buy September '73 on a breakout above 8.90, on close only.

Albert D. Friedberg 
Vice-President 
Commodity Futures

All statement made herein, while not guaranteed, are based on information 
considered reliable and are believed by us to be accurate.


