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The market commentary contained in this document represents the opinions of the author. Such opinions are subject to change without notice. Principals 
and employees of United-ICAP may or may not trade in the commodities discussed in this document, taking positions similar or opposite to the positions 
discussed herein. The information contained in this document is taken from sources we believe to be reliable, but it is not guaranteed by us as to the 
accuracy or completeness thereof and is sent to you for information purposes only. Commodity trading involves risk and is not for everyone.  Any trade 
recommendations contained in this document are generated by Walter Zimmerman who is a registered futures broker with United-ICAP (ICAP Corporates 
LLC) and are intended to be a solicitation to enter into the recommended trades through United-ICAP (ICAP Corporates LLC) as futures broker.
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96.40

Oct 1971

196.16
July 1986

182.83
Oct 2001

Thomson Reuters Equal Weight Continuous Commodity Index - monthly

2016
Next Time 
Cycle Low

Tracking the 15 Year Cycle:
Major low every 15 years
Next Cycle Low Due 2016

Index Components

17 futures @ 5.88% each

• Cattle

• Cocoa

• Coffee

• Copper

• Corn

• Cotton

• Crude Oil

• Gold

• Hogs

• Natural Gas

• Platinum

• Silver

• Soybeans

• Soy Oil

• #11 Sugar

• ULSD

• Wheat 337.60
Nov 1980

615.04
Jul 2008

691.09
Apr 2011
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Why the Thomson Reuters ( TR ) Equal Weight Commodity Index?

For ongoing technical analysis of the commodity sector I much prefer the 

Bloomberg Commodity Index. I find the way the Bloomberg Index weights 

the various  commodities to be far superior to how other commodity 

indices are structured. I find it superior because it I rate its commodity 

weights to be a far closer match to the actual costs the commodity sec-

tor contributes to modern day living. 

So why do I use the TR Equal Weight index of 17 commodities for my 

time cycle analysis? The Equal Weight Index is the original CRB Index 

of 1957 updated for modern times. The CRB was first calculated back 

in 1957 using 1947 to 1949 as the base period. Between 1951 and 2005  

the components of this index were revised a total of ten times to ensure 

that the index was relevant to the times and accurately reflected cur-

rent commodity market trends and structure. The original CRB index 

consisted of the following 28 commodity markets:

Sugar #4

Sugar #6

Wool Tops

Zinc 

Wheat

New Orleans Cotton

Minneapolis Wheat

Onions

Potatoes

Rubber

Rye 

Soybeans

Bean Meal

Bean Oil

Eggs

Flaxseed

Grease Wool

Hides

Lard 

Lead

Oats

Barley 

Cocoa,

Coffee “B”

Copper

Corn

Cotton

Cottonseed oil

History

So for a commodity index with tons of price history, which price history 

was entirely was relevant to the times, there is no substitute for the 

‘CRB - TR Equal Weight’ index. One cannot do a time cycle analysis of 

the commodity sector with insufficient price history. The very idea is 

absurd. The more history the better. And no commodity index that I know 

of has more history that this one.

Calculation

Neither the original CRB Index nor its current iteration were ever cal-

culated based solely on the spot continuation charts of the component 

commodities. Calculations of the original CRB Index included futures 

contracts going a full year out. In 1987 this was reduced to only nine 

months out. In 1995 this was further cut to a maximum of the first five 

futures contract months. The most recent revision requires the use of 

only two contract months for calculating the index value.

Calculation Relevance

Because it incorporates  back month contracts this Equal Weight Index 

never bottoms at the same time as the average of the spot continuation 

contracts for these 17 commodities would bottom. This point is very 

relevant when we talk about the timing window for the next cycle low.

The Next 15 Year Cycle low

When we include all the above points it becomes quite clear that a 

targeted cycle low for this index must be a timing window. It can never 

be a targeted date. See next page.
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Commodity Index Cycle Low versus Individual Commodity Market Lows

The way the TR Equal Weight Index is calculated ensures that the date 

of any multi-year low in the index will be surrounded by a wide range of 

individual commodity market spot continuation chart lows. The table on 

the next page  explores this issue. This is fast becoming a timely issue as 

we look ahead to the case for a 15 year commodity cycle low due into 

2016. Ideally, the next 15 year cycle low would hit into October 2016. 

The key issue here is how far in advance of an October 2016 index low 

can we expect to start seeing individual commodities put in their own 

spot continuation chart lows? And how long after the index has bottomed 

out can we expect to continue seeing individual commodity markets 

bottoming out? Or in other words, how wide is the timing window likely 

to be for the next major low in the commodity sector? 

The 15 Year Cycle Low on 04 Oct 1971

For the 15 year cycle low of 04 Oct 1971 individual spot continuation 

charts of the components of the index began to bottom as early as Dec 

1970 and continued bottoming as late as Dec 1971.

The 15 Year Cycle Low on 14 Jul 1986

For the 15 year cycle low of 14 Jul 1986 individual spot continuation 

charts of the components of the index began to bottom as early as Feb 

1985, and continued bottoming as late as Oct 1987.

The 15 Year Cycle Low on 24 Oct 2001

For the 15 year cycle low of 24 Oct 2001 individual spot continuation 

charts of the components of the index began to bottom as early as Dec 

2000, and continued bottoming as late as Sep 2002

Double Bottoms

All this is to explore how long it takes for the commodity sector to carve 

out a major, multi-year low like the 15 year cycle low. The most recent 

15 year cycle low can actually be seen as a big double bottom. This 

double bottom occurred on 13 July 1999 and 24 Oct 2001. In fact every 

previous 15 year cycle low in the commodity sector can be seen as  a 

multi-year double bottom pattern. Upon closer examination, the cycle 

low from October 1971 looks very much like a double bottom against a 

major low from December 1967. And the  cycle low from July 1986 looks 

very much like the first half of a double bottom whose second half did 

not hit until January 1992.

The Message of the Price History

The message of the price history is that a glutted commodity market has 

never able been able to quickly turn on a time into a major, long term 

up trend. Measured by this index it takes between two years and a few 

years for the commodity sector to carve out a major, long term low. 

And I think it is reasonable to expect that the larger the preceding com-

modity bubble, the more enduring the ensuing bust. See pages 6 and 7.
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Commodity

• Cattle

• Cocoa

• Coffee

• Copper

• Corn

• Cotton

• Crude Oil

• Gold

• Hogs

• Natural Gas

• Platinum

• Silver

• Soybeans

• Soy Oil

• #11 Sugar

• ULSD

• Wheat

 04 Oct 1971

• 08 Dec 1970

• 10 Dec 1971

•         ? 

• 05 Oct 1971

• 21 Sep 1971

• 06 Jul 1971

• 14 Feb 1971

• 15 Aug 1971

• 11 Jan 1971

•         ?

• 27 Apr 1971

• 03 Nov 1971

• 27 Apr 1971

• 24 Oct 1971

• 05 Oct 1971

• 14 Feb 1971

• 12 Aug 1971

 14 Jul 1986

• 29 Jul 1985

• 19 Jun 1986

• 01 Apr 1987

• 30 Oct 1986

• 17 Feb 1987

• 06 Aug 1986

• 01 Apr 1986

• 25 Feb 1985

• 03 Mar 1986

• Oct 1987

• 14 Jul 1986

• 03 Mar 1986

• 02 Sep 1986

• 02 Sep 1986

• 28 Jun 1985

• 14 Jul 1986

• 17 Jun 1986

 13 Jul 1999

• 26 Aug 1998

• 12 Dec 2000

• 01 Oct 1999

• 28 May 1999

• 06 Jul 1999

• 09 Jul 1999

• 21 Dec 1998

• 25 Aug 1999

• 14 Dec 1998

• 26 Feb 1999

• 30 Ocvt 1998

• 03 Dec 1998

• 09 Jul 1999

• 29 Jul 1999

• 03 May 1999

• 16 Feb 1999

• 13 Dec 1999

 24 Oct 2001

• 21 May 2002

• 12 Dec 2000

• 04 Dec 2001

• 07 Nov 2001

• 26 Oct 2001

• 25 Jun 2001

• 19 Nov 2001

• 02 Apr 2001

• 03 Sep 2002

• 26 Sep 2001

• 02 Oct 2001

• 26 Nov 2001

• 02 Jan 2002

• 22 Oct 2001

• 21 Jun 2002

• 07 Dec 2001

• 28 Jun 2001

   Dates in Blue are the TR Equal Weighted Index lows.  Dates in Black are spot continuation chart lows
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Smart Money 
Gets Long

Producers Plan 
    New Output

Price
   Public 
Gets Long

Demand Begins 
          to Suffer

New Production Starts
          to Come On-line

Production
Continues 
to Rise

Time

Stages of a Commodity Bubble:
Engine of Deflation

     Stealth Phase              “It’s Just a Blip”                       Mania Phase          Panic Phase

This cycle begins and ends with fear. After an extended 

period of under-investment it is the fear of shortage 

that kicks off the start of the up trend that eventually 

inflates into a bubble. At the top, just as the bubble 

is about to burst, the fear of shortage that began the 

advance finally peaks. Post burst bubble, as prices 

plummet the fear of shortage quickly morphs into the 

fear of a worsening glut. 

And this cycle does not only apply to commodities like 

Crude Oil, Natural Gas, and Propane. This cycle runs 

just as smoothly for Dot-com start ups, real estate, 

and bonds.

Producers Brag Over 
Who has the Lowest 
Cost of Production

Bragging Stops

Banks Tighten Credit 
Then Stop Lending

“It is not a bubble. It will 
be different this time.”

Banks throw money                     
          at producers

Extended period of 
under-investment 
follows from here
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Boom, Bust, Boom Bust, Boon Bust: the central bank way

From the page 6 plot of the typical commodity cycle it is entirely reason-

able to expect that, the larger the commodity boom, the more traumatic 

and damaging the ensuing bust. And the more damaging and enduring 

the bust, the longer it is likely to take for the commodity sector to carve 

out a bottom and start trending higher again. From the page 2 chart the 

commodity sector decline is on its way down from the bursting of the 

largest commodity bubble in the history of the world. And we can thank 

central banks around the world for the immensity of this bubble. The 

#1 culprit is the Federal Reserve but the blame must be shared among 

the BoJ, and PBoC, and a host of other central bank co-conspirators.

Why are the central bankers running so scared that the creation of an 

endless series of massive asset bubbles are seen as the lesser evil. From 

the perspective of their deeply flawed and broken economic models, 

the perceived choice of central bankers is asset bubbles or deflationary 

depression. Central bankers around the world have trapped themselves 

into a world view where the continual inflation of speculative bubbles 

is preferable to paying down and writing off debts into a depression. 

What these bankers have not yet figured out is that the bursting of as-

set bubbles is far more deflationary than their expansion is inflationary.

How persistent this bust, how enduring the bottoming action?

The only bubble even remotely close to the gigantic monstrosity that 

inflated from 2001 into 2008 - 2011 was the advance from 1971 to 1980. 

See page 2. Following the 1980 peak note that the commodity sector did 

not actually complete its bottoming pattern until 2001. 

However before we start constructing possible parallels between the fall 

in commodity prices from 1981 and the collapse from 2011 we should 

remember that, back in 1981, the Fed was fighting inflation. Back in 

1981 the Fed was jacking up interest rates to kill off that inflation. Now 

the Fed would dance for joy at the slightest hint of inflation. Now the 

Fed and other central banks are fighting deflation. Now central banks 

are engaged in reckless degrees of QE in hopes of reigniting inflation. 

And by now it is very clear that the major central banks could care less 

if their relentless and unprecedented adventures in monetarism result 

in the inflation and then bursting of an on-going series of asset bubbles. 

So although the price action highlighted on page 2 points to evidence 

for a continuing 15 year cycle in commodity prices, this does not mean 

that history is repeating itself. The price pattern may be cyclical but 

the underlying dynamics are not repetitive. 


