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Barmac Update

13th August 2008 at 16:19 GMT

GLOBAL INFLATION TO FALL AS COMMODITY BOOM (BUBBLE) TURNS

Many investors have seriously looked at commodity markets during the past year or so with even large pension funds having weightings set in this “asset class” and as such our headline may cause a few raised eyebrows. 
However, commodity markets, especially the agriculturals, can be very volatile and unforgiving and are not really suitable for long term investors.  Additionally the long held Malthusian view has not occurred during the last 250 years and is unlikely to materialise during the next 200! 

Contrary to popular belief there is no long term supply constraints within the agricultural markets as there are vast areas of agricultural land globally that are being under-utilised or are out of production (Africa and the vast grain belts of the Russian steppe). Allied with ongoing advances in productivity, the world can easily be fed at present rates of human growth. A broad and sweeping assertion that we are not going to elaborate on today, aside from saying that if global warming is occurring (which we suspect it is not) then this will boost agricultural production and as such is a boon for humanity and not a curse (as a cooling would be).
As we review the agricultural and industrial markets charts set out below it becomes very clear that a number of charts have experienced “blow off” tops as a surge of private investor money has flooded via Exchange Traded Funds (ETFs) into usually professional only and illiquid markets. 
As this craze ends with investor disappointment we expect a whole host of markets to move back to more normal levels. This fall back will increase some of the pressure on Central Banks as debt deflation re-emerges as the true challenge and not inflation.
END
Soybeans (weekly)
Oh dear! The most important agricultural staple is down 30%+. 

Some support at 1125 but only temporary in nature.
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Wheat (monthly)

What a blow off!! If that is not a speculative bubble we know not what one looks like.

Already off 40% it should over time return to long term average price of sub $400.
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Rough Rice (weekly)
Starting to look familiar! 

A return to 10 bucks is on the cards for this spring’s big scare story.
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Cotton (weekly)
Again off a third with a classic panic top. Looking for $55 a bale.
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Nymex Crude (weekly)

Oil has but a major multi-year top in and fallen 20%+ 

This downward dynamic indicates the end of the bull. Prices should drift to $90/100 level at first as demand, destruction and alternative energy sources are sought.  

Not wind but coal and nuclear ie real energy not the pathetic tilting at windmills which WILL lead to brown-outs in the UK inside 10 years 

and subsequently destroy our economy.
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Natural Gas (weekly)
International gas prices have clearly peaked and have collapsed 40%+ inside 5 weeks.  So maybe we need not panic about our gas bills next year.
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Copper (monthly)

Dr Copper (the metal with a Phd in economics) is now down to $3300 (off 25%) and appears to breaking down out of a bearish rising wedge pattern.

A break of $3000 would confirm end of global bull and the 

start of a major global slowdown.
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Palladium (weekly)
Another industrial metal slaughtered.  Need we say more!!
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Platinum (weekly)
Looks just like the rest.
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SUMMARY

The charts above all strongly suggest the global speculation in commodities appears to be over for the time being. If this is the case it may also indicate that the global economy is heading into a more severe slowdown than commentators would lead us to believe and potentially into the type of recession Central Bankers have been desperately trying to stave off at the behest of their political masters. 
Our prediction is that A & E departments will be inundated with “johnny come lately” investors seeking treatment for burnt fingers.

This market report has been compiled and distributed by Barmac Asset Management Limited and is for Professional Intermediary use only.  This market report is provided for information purposes only and do not constitute investment advice or considered as an offer to sell an investment or a solicitation of an offer to buy an investment. 

Whilst all reasonable care has been taken to ensure that the information contained in this market report is true and not misleading at the time of publication, Barmac Asset Management Limited make no representation as to the accuracy or completeness.  No reliance may be placed, for any purpose, on the information and opinions contained therein.  Barmac Asset Management Limited accepts no liability whatsoever for any direct and/or consequential loss arising from use of this market report or its content. 

Any forward looking statements contained within this market report are based largely on expectation and are subject to a number of risks.  These risks include, but are not limited to, risks and uncertainties associated with economic, political and market factors affecting trading volumes and securities prices.

Remember that past performance should not be seen as a guide to future performance.  The value of an investment and any income from it can go down as well as up and may also decrease or increase as a result of changes in exchange rates between currencies.  Current tax levels and reliefs are liable to change. Investors may not get back the full amount originally invested.
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 Registered address:  27a Lidget Hill, Pudsey, Leeds, LS28 7LG
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