
 
 
 

 

eResearch Corporation 
100 Adelaide Street West, Suite 407    Toronto, Ontario    M5H 1S3 

Telephone: 416-703-6258    Toll-Free: 1-877-856-0765   www.eresearch.ca 

 

COMMODITIES ARE WOUNDED, BUT FAR FROM DEAD 
 

eResearch Corporation is pleased to provide an article by Peter Krauth, Global Resources Specialist for 

Money Morning. Mr. Krauth is looking for a return to Quantitative Easing, particularly as this is an 

election year, being the consequent stimulus for commodities and goal. He concludes, “Get ready. 

Commodities and gold are about to come roaring back. The commodities bull market is far from 

over.” 

 

Mr. Krauth’s article has been taken from The Money Morning E-Letter, which is a free e-service of 

Money Map Press.  The following excerpt is taken from the Money Morning website: 

www.moneymorning.com.   
 

Each weekday morning, in a readable style you can digest in just a few minutes, you will reap the 

benefits of our research and expert experiences. Indeed, Money Morning will bring you: 

 The latest reports on China, Japan, Emerging Europe, and the other global hot spots where 

most investor wealth will be created in the months and years to come… 

 Reports on companies you’ve likely never heard of – even though they’re poised to sell billions 

worth of their wares to “new middle class” customers around the world… 

 The latest developments in banking, interest rates, foreign investment, and other global 

investing topics; 

 Advice on how to invest in currencies, precious metals, commodities and energy 

 Inside news on the hottest investments, including water, uranium and private equity… 

 
You can learn about Money Morning and subscribe, for FREE, to its daily e-letter at its website: 

www.moneymorning.com.  

 

The article can be accessed directly at:  

http://moneymorning.com/2012/05/24/good-news-for-gold-prices-commodities-are-wounded-but-far-

from-dead/  

 

eResearch was established in 2000 as Canada's first equity issuer-sponsored research organization. Our 

various research packages allow corporate management to choose the form of research coverage that best 

meets their company’s needs. Investors benefit by having written research on a variety of under-covered 

companies. Our research and analysis is of institutional quality, and has the potential to reach millions of 

global investors through our extensive electronic distribution network. 
  

Bob Weir, CFA 

Director of Research  
 

Note: All of the comments, views, opinions, suggestions, recommendations, etc., contained in this Article, and which is 

distributed by eResearch Corporation, are strictly those of the Author and do not necessarily reflect those of eResearch 

Corporation. 
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Commodities Are Wounded, But Far From Dead 
 

May 24, 2012  

By Peter Krauth, Global Resources Specialist, Money Morning 

Greece is frozen in a political stalemate. Youth unemployment is running at over 50%. And there 

has been a $1 billion run on Greek banks. From near and far, there appears to be no easy way 

out, especially now that the Eurozone is heading back into a recession. 

It is times like these when investors pour into the U.S. dollar for its "perceived safety." With 

commodities priced in U.S. dollars, this spike in the greenback has sent commodities, including 

gold prices, into a tailspin since early March. 

That has many doubters asking: "Has the commodities super-cycle ended?" It is a reasonable 

question considering the Continuous Commodity Index (CCI) is back down to levels it last saw 

in September 2010. What's more, gold prices have backed off to near $1,500/oz., and oil prices 

have fallen from $110 to $90/barrel. But, as you will see, the commodities coin does have 

another side.  

The Other Side of the Commodities Story 

 

In fact, a recent article by Frank Holmes, CEO and chief investment officer at U.S. Global 

Investors, pointed out how China and other emerging nations are in better fiscal shape than much 

of the West. Even if China is slowing somewhat, it is still growing at an enviable 8% per year, 

with only 42% debt-to-GDP ratio. So, rather than go for more outright stimulus, it is expected 

that China will target new loan growth and its M2-money supply growth to around 14%. 

Meanwhile, India and Australia have just lowered interest rates, while other central banks are 

basically refusing to raise rates. It means the world will keep turning, people will keep 

consuming, and annual demand of raw materials is likely to remain elevated. 

As for gold prices, let us cut right to the chase. 

Real interest rates are running around negative 2% and, thanks to ZIRP (Bernanke's Zero Interest 

Rate Policy), they are likely to remain so, at least until late 2014. And debt in the West (U.S.A., 

Europe, England, and Japan) has doubled in a little over three years to almost $8 trillion in a 

veritable monetary flood that is bullish for gold. On top of all that, the demand for physical gold 

is still increasing.  

According to the World Gold Council's (WGC) Q1 2012 trends review, they see record levels of 

Chinese demand, surging 10%, for a new quarterly high of 255.2 tonnes. They also see further 

growth, as the Chinese remain concerned about high inflation persisting.  
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The demand is so great that China has surpassed India as the world's largest gold consumer. 

European demand has also held up well, with physical metals in the form of bars and coins 

selling at higher than historical levels. And central banks keep doing their part, with net 

purchases totaling 80.8 tonnes, or about 7% of global demand. The WGC believes there has been 

a secular shift, with central banks now set to remain net buyers of gold for the foreseeable future. 

Yet, gold investors who are dismayed by its recent price action need to be psychologically 

prepared. If we were to see a scenario similar to the 1970s bull market, gold could easily drop in 

half at any time. That is exactly what happened when gold reversed from $200 in January 1975, 

and fell for 18 months to $100 in August 1976. 

Certainly, a drop that big would have forced a lot of gold investors to sell. But the truth was that 

the best was yet to come. From $100 in August 1976 until its peak in 1980, gold rose 8 times to 

over $800. In fact, a chart (see below) of the entire current bull market shows that gold prices 

could easily pull back to $1,300 and still not violate its upward trend line. 

 

 

 

A QE Boost to Commodity and Gold Prices 

 

So, yes, the markets are in a funk over Europe and less-than-stellar economic news here. But this 

is déjà vu all over again. Since the financial crisis began, we have been here three times before. 

In fact, each time since then, the Fed has stepped in following a clear market pullback and 

opened the monetary spigots. 

First came Quantitative Easing 1 (QE1), then QE2, then Operation Twist. Each one of these 

liquidity injections quickly sent the market soaring. 
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The Fed also promised to keep rates low until the end of 2014. Of course, Ben has been denying 

for months that more stimulus is coming. Yet, recently-released Fed minutes from its April 

monetary policy meeting showed more openness to another round of easing to coax the economy 

along. But each time one of these injections ends (wears off), the market (junkie) goes into 

withdrawal, and looks for its next fix. I have been saying for awhile that it is coming. With an 

election pending this November, odds are good that we will see QE3 before the end of summer. 

With falling stocks, retreating commodity prices, and weak jobs reports, it will make the QE3 

sales pitch a much easier sell than your average time-share. And, based on the reaction the last 

three times, I am pretty confident that the commodities markets will smile at this one, too. 

Still, it will not be enough. We are going to see a lot more central bank easy money. QE4, QE5, 

and QE-pick-a-number will not be far behind. 

Get ready. Commodities and gold are about to come roaring back. The commodities bull market 

is far from over. 

### 

About Peter Krauth 
 
Peter Krauth is global resources specialist with Money Morning. He is a market analyst and expert in 
metals and mining stocks, with a special expertise in energy and resource-related investments. A 
one-time portfolio advisor who earned an MBA in finance from McGill University, Krauth is based in 
Canada. 
 

 


