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Most of the commodities markets topped out earlier this year and have declined since then. If the
recent declines in crude oil and copper (probably the most important industrial commodities) are
to continue, these would be clear signs of slow economic activity and deflationary environment.
Gold is usually the ultimate safe-haven but since it is overextended on the upside (after its 10-
year+ bull market) it may not be so stable this time. This article takes a look at the Long-Term

trends in crude oil, copper and gold.
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Commaodities are usually the last asset class that tops out and enters a bear market. Of course
there are exceptions to this rule, but that is something that is seen quite often. This year
commodities started very strong, then some of them topped out together with the stock
market in May. Some commodities declined sharply initially (silver, crude oil) and have remained
weak since then. Others had been more resilient but recently broke down too. In this article | take a
view at the long- to medium- term trends in crude oil, copper and gold. The other markets are also
important but it is the decline in these three commodities that brings out the topic of deflation. If
the recent declines in crude oil and copper are to continue, these would be clear signs of slow
economic activity and deflationary environment. Gold is usually the ultimate safe-haven but since
it is overextended on the upside (after its 10-year+ bull market) it may not be so stable this time.

Let’s start our analysis of Long-Term trends with the chart of Light Crude Oil. As you
remember, crude oil had been in strong persistent uptrend from early 2003 to mid-2008. Then it
topped near $145 and simply crashed to below $35 in just several months. From early 2009 we had
seen a persistent growth to $115 but then the trend reversed in early May of 2011. If you can look
at the decline from the May 2011 top, there is a clear series of lower lows and lower highs — the
definition of the downtrend. The question is how far this downtrend can go.

Long-Term Trends in Light Crude Oil:

CL - Crude Oil WTI {(NYMEX) - Weekly OHLC Chart
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I have never believed the strong rally from early 2009 was the beginning of a Long-Term bull
market. When you see a crash like the one in late 2008-early 2009, the prices cannot simply turn
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higher and go up straight up for years. From an Elliott Wave perspective, a sharp decline like the
one from $145 to $35 (the 2008-2009 fall) is usually just wave A of a Flat or a Contracting
Triangle. And following the guidelines in wave theory, B-waves are usually take much longer than
A-waves and that was exactly what happened during the 2009-2011 mini bull market. The decline
since the May 2011 top is a strong signal wave (B) has ended and if that’s the case, the market is
now in wave (C) down of a Multi-year Contracting Triangle (or Flat pattern). That in turn suggests
lower prices for the next 12-18 months. Based on the pattern requirements, the minimum downside
target is at lower $60s, but a decline to $50s or $40s cannot be ruled out either. And that is
definitely a deflation message and a negative sign for the economic activity.

Copper was much stronger in its 2009-2011 bull market but basically the price pattern is the
same:

The Long-Term bull market topped out in mid-2008 and then we saw a crash-type decline in just a
few months. This 2008 decline was wave (A) of a Flat or Contracting Triangle consolidation
pattern. The rally from the early 2009 was strong and the metal made a new all-time high earlier
this year. But the collapse in September confirms wave (B) has likely ended and the market is now
in wave (C) down. And if correct, that suggests huge downside potential for copper prices. And
remember, copper is one of the most used industrial metals, so if the expected strong decline
materializes in the next several months we can expect a severe decline in the economic activity too.

Long-Term Trends in Copper:

HG - High Grade Copper (COMEX) - Monthly OHLC Chart
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And finally, gold:

Gold has been in an uptrend since early 2001. This 10-year uptrend has been spectacular. Even the
2008 financial crisis brought only a 30% pullback that was quickly retraced completely. Gold made
a top in early September 2011 at $1920 per ounce and then declined sharply almost $400 in just a
couple of weeks. Still, this decline in percentage terms was much smaller than the 2008 decline, so
theoretically gold is still in bull market. Notice on the chart that its prices are holding well above
the rising trendline from the 2008 low and above the longer-term moving averages (100-week and
200-week moving averages). But even if the Long-Term uptrend in gold is still intact, several
months of sideways consolidation can be expected which again supports the deflationary argument.

Gold is still in bull market despite its recent brutal sell-off:
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Conclusion

The Long-Term bull markets in crude oil and copper ended in 2008. Since 2008 top we have
entered a period of broad sideways consolidation that is likely to last for many years. Our analysis
shows that the Medium-Term rise from early 2009 low likely ended earlier this year. And if that’s
the case, these markets have entered into another bearish phase that is likely to bring significant
weakness in the next 12-18 months. And that strongly suggests a slow economic activity coupled
with deflation for the U.S. economy and for the other developed markets’ economies. The gold
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market remains in uptrend for now but even gold may not serve its safe-heaven role for some time
as some broad consolidation is likely in store for the bullion as well.
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DISCLAIMER

This report is intended for informational and educational purposes only. While a course of conduct
regarding investments can be formulated from the presented analysis, at no time will Trend
Recognition make specific recommendations for any specific person, and at no time may a reader,
caller or viewer be justified in inferring that any such advice is intended. This analysis is not a
recommendation to buy or sell securities or an offer to buy or sell securities. The publishers of
Trend Recognition website are not brokers or registered investment advisors and are not acting in
any way to influence the purchase or sale of any security and/or its derivatives. The data for
information provided is obtained from sources deemed reliable but is not guaranteed as to
accuracy, or completeness. The use of Trend Recognition services is done so at your own risk.

It is possible at this or subsequent date, the publishers of Trend Recognition may own, buy or sell
the securities discussed therein or their derivatives. Trend Recognition or its publishers, are not
liable for any losses or damages, monetary or otherwise that result from trading the securities
and/or derivatives discussed within the Trend Recognition website. The publishers of the Trend
Recognition recommend that anyone trading securities and/or derivatives should do so with caution
and consult with an experienced broker and/or investment advisor before doing so.

ANY REDISTRIBUTION of the Trend Recognition website or information published therein,
without the written consent of the Trend Recognition, is STRICTLY PROHIBITED.

You can send your opinion or ask questions regarding this report, at info@trendrecognition.com
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