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" COMMODITY COMMENTS

Ju n e  2 7 t h . ,  1973.

F re e z e  11 o r  Phase IV  w i l l ,

a) c r e a te  b o t t le n e c k s  & sh o r ta g e s  in  b a s ic  a rea s o f  th e  economy -  b la c k  m arkets  
and/or p la n t  c lo s u r e s  ( e s p e c ia l ly  p r o c e s s o r s )  w i l l  be common.

b) in d u ce  e x p o r t s  o f  com m odities th a t a re  n o rm a lly  im ported  in t o  th e  U . S . ,  
i . e .  s i l v e r  S o i l  when p r e v a i l in g  w orld  p r ic e s  a re  above U .S .  p r ic e s  -  
th u s compounding s h o r t a g e s .

c) d isc o u ra g e  expanded p ro d u c tio n  (c o n c re te  exam ples in  th e  p a st  2 weeks a re  
B r o i le r s  & Hogs) & th u s p r e s e r v e  p r e s e n t  h ig h  p r ic e s  f o r  th e  fo r e s e e a b le  
f u t u r e .

d) d iv e r t  e x c e s s  l i q u i d i t i e s  n o rm a lly  "a b sorb ed " by h ig h  p r i c e s  t o  s p e c u la t iv e  
a c t i v i t i e s  su ch  a s u n c o n tr o lle d  co m m o d ities ,  la n d  & a r t .

e) p ro lo n g  th e  p r e s e n t  u n su s ta in a b le  r a te  o f  exp a n sio n  in  th e  U .S .  economy 
a s  consum ers a re  lu r e d  in t o  a "buy now" p o l ic y  -  t h i s  c o u ld  r e v e r t  th e  
p r e se n t  tre n d  o f  d im in is h in g  a g g reg a te  demand.

f) turn a d e ju r e 'U .S .  d o l la r  i n c o r v e n t i b i l i t y  in t o  a de fa c t o  i n c o n v e r t i b i l i t y  
b y  th r e a te n in g  to  b lo c k  e x p o r ts  which r e p r e se n te d  a lm o st if o f  t o t a l  U .S .  
e x p o r ts  -  th e  r e a c t io n  in  th e  fo r e ig n  exchange m arkets was none to o  s u r ­
p r i s i n g .

The p r e s e n t  r a te  o f  i n f l a t i o n  i s  s t i l l  n e g a tin g  th e " b it in g "  e f f e c t  o f
r i s i n g  i n t e r e s t  r a t e s ,  th e  o n ly  known cu re  f o r  runaway m a rk ets. A r e a l  i n ­
t e r e s t  c o s t  must p e n a liz e  th e  b o rro w er; w ith  C D 's  y ie ld in g  8.40% & 6 months
E u r o d o lla r s  s t r a d d lin g  9%, we m ight s t i l l  be 2 -  4 p ercen ta g e  p o in t s  away.

Cocoa J u l y  '73 6 4 .6 0
S e p t . '73 6 2 .8 5
D ec . '73 5 7 .6 0

An alm o st com p lete a b sen ce o f  O r ig in  s e l l i n g ,  c o n tin u in g  u n fa v o ra b le  
w eather in  West A f r ic a  & Superb Dutch G r in d in g  f ig u r e s  c o n tr ib u te d  to  a 
f a n t a s t i c  900 p o in t s  advance in  l e s s  than 2 w eeks. T radin g  c o n d it io n s  were
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c h a r a c te r iz e d  a s e x tre m e ly  th in  w ith  b u yin g  o f  a s h o r tc o v e r in g  n a tu re  and 
s e l l i n g  m o stly  a s s o c ia te d  w ith  p r o f i t  t a k in g .

The May Dutch G r in d in g s  were 11,002 m e tr ic  to n s v s .  9 ,1 2 0  a yea r a g o , a 
20% in c r e a s e  in  s p i t e  o f  a r i s e  o f  100% in  p r i c e s . These f ig u r e s  su p p o rt  
q u ite  s t r o n g ly  our lo n g  h e ld  view  th a t consum ption w i l l  in c r e a s e  r a th e r  
s u b s t a n t ia l ly  o v e r  th e  1971-1972 sea so n  in  s p i t e  o f  h ig h e r  p r i c e s .

F r id a y 's  90 p o in t s  r i s e  was a cco m p lish ed  on su ch  low  volume ( l e s s  than 
1300 c o n tr a c ts)  th a t an im minent e x h a u stio n  was in d ic a t e d . Monday saw 
New York v a lu e s  r i s e  to  new h ig h s , again  in  th in  t r a d in g s , to  l a t e r  c o l la p s e  
in  heavy tu rn o v er  & form  a c l a s s i c a l ” key  r e v e r s a l ."  A dding t o  th e  r e v e r s a l  
c h a r a c t e r is t ic s  w ere:
a) a g e n e r a lly  s lu g g is h  and r e lu c t a n t  London market where v a lu e s  f e l l  j u s t  

s h o r t  o f  e s t a b lis h in g  new h ig h s.
b) an unusual jump in  b u l l i s h  se n tim e n t on th e  p a rt o f  com m ission houses. 
Today London con firm ed  th e  downtrend by gapping down and le a v in g  b eh in d
a much fe a r e d  " is la n d  r e v e r s a l .11

Short o f  s e n s a t io n a l new s, th e  p r e s e n t  c o r r e c t io n  sh o u ld  be a llo w ed  to  
X'/ork i t s e l f  down to  a more manageable l e v e l - our f i r s t  g u ess  i s  about 
300 p o in t s  lo w e r .

A l l  our lo n g  p o s i t io n s  have been c lo s e d  out a s o f  to d a y , and w ait to  
r e e n te r  on new c o n tr a c t  h ig h s  o n ly .

N. Y . S i l v e r  J u l y  '73 269.80
December '73 277.80

Once again  a p r ic e  c e i l i n g  hangs o v e r  s i l v e r  d e l i v e r i e s . Once ag a in  we 
p r e d ic t  th a t th e  c e i l i n g  w i l l  p ro ve  to  be a f a l s e  r e s is t a n c e  a r e a . In  f a c t ,  
27180, th e  c e i l i n g  f o r  s p o t ,  w i l l  be th e  f l o o r  and su p p o rt a move to  new 
h ig h s . The lo n g e r  p r ic e s  rem ain under 270.00 ~ 272.00 th e  g re a te r  w i l l  be  
th e u p sid e  move. R ig h t now ou r g u ess i s  $ 3 .3 5 / o z .

We c o n tin u e  to  m ain tain  an a g g r e s s iv e  b u yin g  p o l i c y .

TECHNICAL TRENDS

Copper J u l y  '73 80 .05
Deceinber '73 75 .45

T e s t in g  th e  1970 h ig h s . No doubt we are  s t i l l  hea ding  h ig h e r .

Corn J u l y  '73 2 .2 8
December '73 1 .9 6

The tren d  rem ains up.
Remain lo n g  and move up p r o t e c t iv e  s t o p  to  2 .1 0  b a s is  J u l y  on c lo s e  o n ly .

C o ffe e  J u l y  '73 6 2 .4 5
Septem ber '73 66 .15  ^ \

We have been sto p p ed  out o f  our lo n g  J u l y  '73 a t 6 3 .5 0 .
Stand a s id e .



C o tto n D ec. 973 5 2 .1 4

A new b u l l  move has begun w hich sh o u ld  ta k e  p r ic e s  to  th e  low  GO1s  in  
f a i r l y  s h o r t  o r d e r .

A s p e r  our p r e v io u s  s u g g e s t io n , we are  lo n g  December '73 a t 5 1 .0 0 .

G o ld  London Second F ix in g  1 2 3 .50
J u l y  973 (W innipeg) 124.00

A m inor u p sid e  b reakou t was made to d a y .
Sh o u ld  th e  m arket move h ig h e r  ag a in  tomorrow, wc would add to  p r e se n t  

lo n g  p o s i t i o n s .
R a is e  s t o p s  to  $112.00 b a s is  London Second F ix in g .

L iv e  C a t t le O cto b er ’ 73 48 .07
February ’ 74 48 .57

L iv e  Hogs O cto b er ’7 3 4 1 .6 5
F ebru ary ’ 74 43 .4 0

B e l l i e s J u l y  ’ 73 58.52
February '74 62.55

There has been no e a s ie r  way to  make money than r id in g  th e  huge B u ll  
M arket in  l i v e s t o c k .  I n v e s t in g  in  l i v e s t o c k  fu t u r e s  s t i l l  rem ains one o f  
th e  f i n e s t  i n f l a t i o n  h edg es anyw here.

Sw itch  O cto b e r  and J u l y  973 p o s i t io n s  to  February 974 as spreads w i l l  
widen due to  rf r e e z e 9 e f f e c t s .

Canadian S i l v e r  C o in s  J u l y  973 1240 -  1330
March 974 1340 -  1440

D isap p eara nce i s  p ro c e e d in g  a t  a r a p id  p a c e , moving in t o  h o a r d e r s 9 
v a u l t s ,  I l l e g a l  m e lt in g  o p e r a tio n s  and sm u g g lin g .

The la c k  o f  o f f e r i n g s  in  s p i t e  o f  r i s i n g  d e a le r s 9 b id s  has been a fe a tu r e  
o f  th e  p a st  two weeks and w i l l  no doubt work to  c lo s e  th e  d is c o u n t  to  b u l l i o n .

A new tr a d in g  p o s i t io n  has been o p en ed , J u l y  1974, and has a lr e a d y  en jo y e d  
a c t iv e  p a r t ic ip a t io n . I n v e s t o r s 9 co n tin u e d  i n t e r e s t  i s  h ig h lig h t e d  by 9r o l l ­
o v e r 9 o r  sw itc h  o p e r a tio n s  from  nearby p o s i t io n s  to  d is t a n t  March 974 and 
J u l y  974.

Canadian s i l v e r  c o in s  ( e s p e c ia l ly  D ec. 973 through J u l y  974 p o s it io n s )  
s t i l l  r e p r e s e n t  one o f  th e  s a f e s t  and most a t t r a c t iv e  p la y s  in  th e  p r e c io u s  
metals group .

Rubber O ctober/D ecem ber 973 32 .5 0  -  33 .00
Ju ly / S ep tem b er  974 29 .50 - 30.00

The sp rea d  has w idened to  300 p t s . from  th e  o r ig in a l  40 p t s .  when f i r s t  
recommended and sh o u ld  be c lo s e d  o u t .

A s we have been s a y in g  f o r  th e  p a s t  two m onths, t h i s  m arket co u ld  become one 
o f  th e  r e a l  glamour s i t u a t io n s  o f  1973.

New p u rch a ses sh o u ld  be r e s t r i c t e d  to  r e a c t io n s  o f  300 p o in t s  from  any h ig h . 
S in c e  O ctober/D ecem ber 973 s o ld  a t a h ig h  o f  34 .75  t h i s  p a s t  F r id a y , new p u r­
ch a se s  sh o u ld  be undertciken in  th e  3 0 .0 0 -3 2 .0 0  a r e a .

C o n tra c t c a l l s  f o r  15 t o n s ; e v e ry  1 .0 0  pence p er  k i l o  r e p r e s e n t s  a L150 g a in ;  
margin i s  $1000 and round tu rn  com m ission i s  $ 7 5 .0 0 .

A lb e r t  D. F r ie d b e r g  
V ic e - P r e s id e n t , Commodity F u tu re s
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