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Energy, Precious Metals and Commodities - 

Has the bubble burst or is the boom just beginning ?
May 27,    Geneva

May 28, Lugano
May 29, 2009 Zurich  

A Market Technical Perspective 
by Bruno Estier
Independent  Market Technical  Analyst 

Secretary of International Federation of  Technical Analysts (I F T A)  
Past President Swiss Association of Market Technicians    (SAMT)

Note disclaimer at end of report.  
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OUTLINE

The BIG picture -- Coming cyclical BULL for Commodity 

in a secular BULL 

Commonality of  lows for : 

1. Energy – lagging NG 

2. Precious Metals -- special case for Gold  

3. Industrial Metals  

4. Agricultural lagging, 

thus  

Timing excellent to Buy a coming Dip in an uptrend 
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Technical Analysis theory of Trend Analysis:  in an Uptrend, 
“the former Ceiling may become the new Floor”
 
Concept is courtesy of MTA Educational Foundation.  

1.  An uptrend is defined as a higher Low and a higher High

2.  OB (overbought) is the upper parameter of a trend

3.  OS (oversold) is the lower parameter of a trend

former Ceiling
the new Floor
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Week ly Data 1/07/1966 - 5/15/2009 (Log Scale)

(E780A) 

40-Week Smoothing (---)
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5/15/2009 = -28.2%
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Reuters-CRB Continuous Commodity Index

Reuters-CRB Continuous Commodity Index (Year-to-Year Change)

1966-2009 Reuters-CRB Continuous Commodity Index CCI 
BULLS :    old Ceiling = new Floor - see ROC !
BEARS: It was a  Bubble, see  Black arrows of  same %, so it is Topy (log scale)
BULLS : after first Advance and a pause,  a second advance. 

Bubble only localised mid 2007 to mid 2008 

Bubble !?

Nixon & $ 
1971

        2002
Bush & Iraq 

Volcker & Disinflation 
1981

ROC yearly
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Pattern of  Bull versus  Bear market
Contra-trend moves sharper in price & shorter in time, while movement in the 
direction of the Main trend  are less brisk in price and longer lasting in duration  

1995 2009
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(E780) 

Week ly Data 1/05/1979 - 5/15/2009 (Log Scale)
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Commodity Indices I

Commonality between Indices
CRB-CCI  (includes Food & Oil – Equally weighted ) 
CRB  Raw Industrials (excludes Food & Oil)
S&P GSCI (includes Food & Oil – Production weighted)

Pattern of  Bear  versus  Bull market 
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(I 0105)

Daily Data 7/01/1996 - 5/08/2009 (Log Scale)
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Global Reflation Theme (I)

Not happening  in a vacuum  :  a theme  “China Driven commodity Demand” 
has been and may be back . The out performance of Emerging market versus 
Developed since Nov-December 2008 called well the end of the cyclical downtrend of 
commodities within the secular uptrend  

337
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1997 2002 2007

MSCI CHINA / MSCI  World 

Emerging / Developed 

CRB-CCI

Basic Resources Sct / Global Index 

Nov 08
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Daily Data 12/31/1987 - 5/11/2009 (Log Scale)

I 3117

MSCI Emerging Markets Index/
MSCI World Index
5/11/2009 = 76.7

Em erging /Developed Gain /Annum When:

100-Day Vo la ti l i ty Index Ga in/ %
(M iddle Cl ip) Annum of T im e
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A reflation theme since 2002 :
Receding Volatility is bullish for EMG/World,  not yet reached  at 1991 high. 
Equity risk premium proxy   a lot more down => Rising trend of  EMG/ World up!  

Start of Reflation

EQ Rsk Prm Proxy (Baa –10yr Yd)

Dec 08

100d Volatility MSCI

MSCI EMG / MSCI  World 
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opline Investment GraphicsTPrepared for byBruno Estier 

(303) 440-0157 • www.topline-charts.com
Copyright © 2009 • All rights reserved

Concept courtesy 

www.chartguy.com/Deliberations.htm
Ian McAvity’s Deliberations
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Back to our TITEL ENERGY Crude Oil ( my car ) 
Raw  materials like Copper  ( proxy for real eco )  

Nickel  : not  on same drum  !! 
THEN  to Economist  Food index ie Agricultural 

  (courtesy of Topline Investment Graphics, www.topline-charts.com -- concept courtesy Ian McAvity’s Deliberations , 
www.chartguy.com/Deliberations.htm)
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Daily Data 7/30/1992 - 5/21/2009 (Log Scale)

(DAVIS60) 

Crude Oi l Gain /Annum When:

Energy Sentim ent Gain / %
Seven-Day Sm ooth ing: Annum of T im e
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West Texas Spot Crude Oil

NDR Crowd Sentiment Poll for Energy Futures (Seven-Day Smoothing)

May 21, 09.Sentiment (50% bulls)  on WTI oil may rise further,  
before reaching the extreme optimism area: Above 51 old ceiling/floor 
WTI  Crude is expected to range in 51-85 in coming months.        
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Taking the 70’s: Oil adjusted for Inflation - Month/Day/Year - 
key pivot  $38-46.  new pivot 57-- 85  or 51--85 ….     
(courtesy of Topline Investment Graphics, www.topline-charts.com)

Pivot :  38-46

Constant $ = adjusted by yearly GDP deflator
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 51- 85 ? 
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CRUDE Oil Long term chart : support 51, closer to longer term Pivot. 

Pivot =  support area $38-46 adjusted for Inflation, 
Long term rising Channel, so 85 -- 51 is our view . 
                          (courtesy of Topline Investment Graphics, www.topline-charts.com)

Pivot  area:  
38.40-45.90

Constant $ = adjusted by yearly GDP deflator
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1990-2009 NATURAL GAS PRICES 364 April 30,  
 and ISM production Index .
Soon a Floor near 325 ..so far  May 18  443 cts/ MMBTu 

Monthly Data 4/30/1990 - 4/30/2009

(ESX1019) 

Natural Gas Futures
(13-Week Perpetual Contract)

4/30/2009 = 364.50
in cents/MMBtu

Natural Gas Gain/Annum When:

Indicator in Gain/ %
Bottom Cl ip is: Annum of T im e

* Above 5.2 30.6 19.3

Between -7 and 5.2 15.3 64.1

-7 and Below -45.8 16.6

Source: Com m odity System s, Inc. (CSI)
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(AA407) 

Daily Data 1/02/1979 - 5/22/2009 (Log Scale)

Comex Gold Gold Gain/Annum When:

Gain/ %
Oil/Gold Ratio: Annum of Time

Abov e 9.5 27.6 22.0

*Between 9.5 and 5.5 2.8 44.7

5.5 & Below -5.3 33.3
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May 22, 09    Oil/Gold ratio 
 CAVEAT EMPTOR  for GOLD   ---- “BUYER BEWARE “         

Rebounding 
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Weekly Data 1/05/1979 - 5/15/2009 (Log Scale)

(E784A) 

Gold 5/15/2009 = 933.2Metals Prices Deflated Historically
Using PPI for Commodities Index
In U.S. $/oz
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May 15 GOLD: 933 Weekly Inflation-Adjusted PRECIOUS  Metal Prices  = 
classic chartist  target (1000-700) +1000 
Once above 1000, TARGET is  + 30% =>1300
and it is a ceiling in Inflation adjusted term in 1980 (using PPI ) .
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(DAVIS63) 

Daily Data 6/02/1989 - 5/22/2009 (Log Scale)

Gold Bullion Gain/Annum When:

Gain/ %
Gold Sentiment Index Is: Annum of Time

* Abov e 66.4 0.4 26.6
Neutral mov ing down -3.3 20.9
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Gold Bullion

NDR Crowd Sentiment Poll for Gold Bullion -- Directional Mode Basis

May 22 GOLD: 958 . Target 1300 ---  Really BULL ??? 
Yes , but only above $1000 /oz , if confirmed ! ………..

CAVEAT … Nothing MORE BEARISH THAN A FAILED Bullish pattern 
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Five words on other metals : all  are building bases TOGETHER   

      (courtesy of Topline Investment Graphics, www.topline-charts.com
concept courtesy Ian McAvity’s Deliberations , www.chartguy.com/Deliberations.htm)
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Economist  Food index lagging till 2006 below its ceiling ,
lag  = greater opportunity after rebound on new floor ! 
(courtesy of Topline Investment Graphics, www.topline-charts.com -  concept courtesy Ian McAvity’s Deliberations , 
www.chartguy.com/Deliberations.htm)
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Daily Data 5/21/2007 - 5/21/2009

(DAVIS76O) 

Reuters-CRB Grains and Oilseeds Index 5/21/2009 = 356.08
200-Day  Mov ing Av erage (---) 5/21/2009 = 342.85
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Agricultural Commodity Perspectives

Reuters CRB GRAINS & OILSEEDS and MA 200 : 2007-2009
End of Bear  , because back above MA200 . 
“safer Bull, when MA 200 will flatten and rise, while price stays above MA200 !       
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(AA428) 

Daily Data 7/01/1996 - 5/20/2009 (Log Scale)

Reuters-CRB Grains and Oilseeds Index
Scale Right

5/20/2009 = 352.97
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Agricultural Commodity Perspectives

1997 -2009 Reuters CRB GRAINS & OILSEEDS : 
Reuters Grains & Oilseeds index old ceiling becomes  new floor 337 -> 450 
Corn not yet bull,  Wheat end of bear , 
Oats soon bull, Orange gone, reaching resistance 110 soon   
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AA1600B 

Daily Data 1/02/1979 - 5/21/2009 (Log Scale)

NDR Commodity Trend Models

Corn AA1603
Soy beans AA1609
Wheat AA1611

Reuters-CRB Grains & Oilseeds Index
Gain/Annum When:

NDR Trend Models Gain %
/Annum of  Time

* Abov e 60.7 22.7 26.2

Between 36.7 and  60.7 0.2 52.7

36.7 and Below -14.7 21.1
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AA1600A 

Daily Data 1/02/1979 - 5/21/2009 (Log Scale)

NDR Commodity Trend Models

Cocoa AA1601
Cof f ee AA1602
Orange Juice AA1606
Sugar AA1610

Reuters-CRB Sof ts Index
Gain/Annum When:

NDR Trend Models Gain %
/Annum of  Time

* Abov e 58.8 29.7 22.2

Between 42.6 and  58.8 1.1 50.6
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AA1600 

Daily Data 1/02/1979 - 5/20/2009 (Log Scale)

NDR Commodity Trend Models

Cocoa AA1601
Corn AA1603
Soy beans AA1609
Sugar AA1610
Wheat AA1611
Liv e Cattle AA1802
Lean Hogs AA1803

CRB Foodstuf f s Index
Gain/Annum When:

NDR Trend Models Gain %
/Annum of  Time

* Abov e 58.2 22.7 23.5

Between 42.3 and  58.2 1.1 52.5

42.3 and Below -17.2 24.0
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(DAVIS64) 

Daily Data 7/07/1989 - 5/20/2009 (Log Scale)

Reuters-CRB Grains Index
Gain/Annum When:

Gain/ %
Grain Sentiment is Annum of Time
* Abov e 75.5  -9.9 11.5

Between 23.5 and 75.5 3.9 75.7
Below 23.5 4.3 12.7
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Reuters-CRB Grains and Oilseeds Index

NDR Crowd Sentiment Poll for Grains -- Mode Basis

Sentiment for Grains & Oilseeds: Optimism a bit high
   
Careful after a large decline, when indicator is first time back in extreme optimism .  
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Yearly JJG Cycle Pattern (Sol id Line) Based On Dai ly Total Return Prices From 1991 To 2008
(ETF/ETN inception 10/24/2007 NDR estimates prior to inception)
Current JJG Cycle (Dashed Line) T hrough 5/21/2009

Scale Indexed to Start Value = 100
Current Month Seasonality Score = 5

Next Month Seasonality Score = 2
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iPath DJ AIG Grains Total Return Sub-Index ETN Seasonality (JJG)
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ETF Average Monthly Returns

Percent of Months With Positive Returns
Seasonality
Explanation:

NDR's seasonality score is based on the historical perf ormance of an ETF on a month-to-month basis. The score is calculated
by  ranking the av erage monthly  perf ormance of  the ETF in any  giv en month. This is done based on the range of  monthly
gains/losses. Scores range f rom one to f iv e (1 to 5), with (5) being the strongest and (1) representing weakest months.

5 = Strongest Seasonal Months (bullish) 4 = Second Strongest Monthly Returns
3 = Av erage Market Gains, No Seasonal Adv antage (neutral)
2 = Second Weakest Monthly  Returns   1 = Weakest Seasonal Months (bearish)

 DJ AIG Grains ETN seasonality may offer time window soon  - 
March strong – June- July ,  a buy dip time window  
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Yearly DBA Cycle  P atte rn  (So l id  L ine) Based On Da i ly T o ta l  Return  Prices From  1980 T o  2008
(ET F/ET N incep tion  1 /05 /2 007 NDR estim ates p rio r to  incep ti on )
Curren t DBA Cycle  (Dash ed L ine) T hrough 5 /21 /2009

Sca le  Indexed to  S ta rt Value  = 100
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PowerShares DB Agriculture Fund Seasonality (DBA)
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Explanation:

NDR's seasonality score is based on the historical perf ormance of an ETF on a month-to-month basis. The score is calculated
by  ranking the av erage monthly  perf ormance of  the ETF in any  giv en month. This is done based on the range of  monthly
gains/losses. Scores range f rom one to f iv e (1 to 5), with (5) being the strongest and (1) representing weakest months.

5 = Strongest Seasonal Months (bullish) 4 = Second Strongest Monthly Returns
3 = Av erage Market Gains, No Seasonal Adv antage (neutral)
2 = Second Weakest Monthly  Returns   1 = Weakest Seasonal Months (bearish)

DB  Agriculture Fund seasonality same , less pronounced may offer 
time window soon  - up to April strong –  July - a buy dip time window  
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Daily Data 5/20/2004 - 5/21/2009 (Log Scale)

(MEANR_JJA) 

Current Mean Revers ion Rating = 5
Current Rating Began 3/23/2009

(Ratings are  updated weekly)
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30-Day Moving Average (----) Overbought Extremes

Oversold Extremes 5/21/2009 = -26.0%
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Mean Rev ersion
Explanation:

NDR's mean rev ersion indicator is used to identif y those ETFs that hav e reached extremes based on a y r/y r rate-of -change (ROC).
Scores range f rom one to f iv e (1 to 5),with (5) identif y ing extreme ov ersold conditions, and (1) identif y ing extreme ov erbought conditions.
(3) is an ETF that is neither ov erbought nor ov ersold.(2) & (4) are used f or an ETF that is nearing ov erbought or ov ersold extremes.

5 = ROC below -2 SD's and has mov ed 7% abov e its 30-day MA (bullish)
4 or 2 = ROC below/abov e -1 SD / +1 SD (get ready )
3 = ROC between -1 SD and +1 SD (neutral)
1 = ROC abov e +2 SD's and has mov ed 3% below its 30-day  MA (bearish)

iPath DJ AIG Agriculture Total Return Sub-Idx ETN (JJA) - Total Return Data Used

Momentum Mean Reversion of 252-Day Rate-of-Change (Year/Year)
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DJ AIG Agriculture Fund mean reversion from 2005-2009 
current situation Has seen an extreme oversold situation 
 Building  higher highs, after higher lows => emerging uptrend
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…  especially,  when the current time window  for other Asset classes 
may be challenging 
For e.g. NDR’s Cyclical Bull in Secular BEAR – April 30
 NDR Bear market bottom  = vertical dashed lines 
 NDR Secular Bear markets  =  double arrows    

Monthly Data 6/30/1928 - 4/30/2009 (Log Scale)

(S0237A) 

Standard & Poor's 500 Stock Index

Dashed lines = NDR-defined bear
m arket bottom s after ten bigges t
DJIA percent declines .

Shaded Areas
Represent Secular
Bear Markets
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1991-2009 CRB CCI When NDR trend models are 
Above  59,       BULL  CRB CCI gains 21.1  %,    17 % of the time 
between 47-59   Neutral               5.1 % ,     51% of the time 
47 & below        BEAR    minus 9.9 %,     30 % of the time    
 

Daily Data 4/03/1990 - 5/20/2009 (Log Scale)

(AA800) 

NDR Commodity Trend Models

Crude Oil AA1001
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Heating Oil AA1004
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Liv e Cattle AA1802
Lean Hogs AA1803

Reuters-CRB Continuous Commodity  Index
Gain/Annum When:

NDR Trend Models Gain %
/Annum of  Time

* Abov e 59.4 21.1 17.3

Between 47.4 and  59.4 5.1 51.9
47.4 and Below -9.9 30.8
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SUMMARY 

The BIG picture -- Coming cyclical BULL for Commodity 

in a secular BULL 

Commonality of  lows for : 

1. Energy – lagging NG 

2. Precious Metals -- special case for Gold  

3. Industrial Metals  

4. Agricultural lagging, 

thus  

Timing excellent to Buy a coming Dip in an uptrend 
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Disclaimer

 This document has been carefully prepared with information derived from sources Bruno Estier believes are reasonable and appropriate.  It is 
intended for sophisticated investors.  Bruno Estier does not guarantee its accuracy, completeness or its conclusions.  Any opinions expressed 
reflect our current judgment at this date and are subject to change without notice.  

 Bruno Estier does not accept any responsibility for liabilities arising from the use of this document or its contents.  Past performance is no 
guarantee of future returns.  The value of investments can fall as well as rise as a result of market or currency movement and due to these factors, 
you may get back less than you invested.  If derivatives are used, it should be noted that they can be highly volatile and such investments may carry 
a high risk of loss.

 This information is being furnished to you solely for your information and does not constitute a recommendation to purchase any security.  Neither 
this document nor its contents, nor any copy of it may be altered in any way. This document is not directed to, or intended for distribution to or use 
by, any person or entity of any jurisdiction where such distribution, publication or use would be unlawful.

 All charts not specifically described as such are from Ned Davis Research database. If you have questions 
about it , 

contact Bruce Kaminsky, bruce@ndr.com 

 If you have questions about the charts of  Topline Investment Graphics , 
contact John at topline-charts.com

 Any other questions,  contact  bruno.estier at sunrise.ch 
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