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 Context is everything. A word can change meaning entirely 
depending on the frame of reference in which it is used. Take 
the word of the moment -supercycle- and drop it into a 
conversation about the Tour de France and it inevitably 
conjures up images of riders in spandex peddling as hard as 
they can up mountainsides. Alternatively, the term when used 
in the Financial Services sector refers to an extended time 
frame where prices of investable assets stay well-off their long 
term averages. I have often referred to a supercycle of ultra-
low interest rates as a way of explaining the surge in housing 
and stock prices. But there’s another supercycle underway, 
and that is in commodities including base and precious metals, 
as well as oil and gas. As the article in DW  <here> 
summarizes, commodity prices have been buoyed by 
expectations of a strong post-pandemic economic recovery 
backed by successful vaccine rollouts and massive stimulus 
spending. Financial Markets have begun to price in the light and the end of the tunnel, led by China’s strong 
economic rebound. This is expected to be repeated in US, Britain and then all of Europe. 

Copper -often referred to as Doctor Copper in Market parlance for its uncanny ability to predict turning points in the 
global economy, has rallied 80% since its lows last March and sits at its highest level since 2012. The base metal is 
used widely from homes to factories to mobile phones to the transmission of electricity, and demand for it is used a a 
gauge for the health of the overall economy. Oil prices too are on a winning streak, as traders bet on a vaccine-driven 
recovery to boost fuel demand. West Texas crude is up 260% since last April and the expectation is that it will move 
higher from here. 

The concern over supercycles is their boom-bust nature, where a 
surge in prices is followed by a collapse and below-average prices 
for an extended period of time afterwards. The industrializing of the 
United States from the late 19th century through the early 20th 
century and the post-war reconstruction in Europe and Japan saw 
massive demand for raw materials, leading to decade long 
commodity supercycles. The last one began in 1997, with the rise of 
China, India and Brazil and the frenetic pace of rapid 
industrialization and urbanization. This concluded in 2016, when 
China increased interest rates, sending the price for commodities 
down sharply. But here we go again, and Markets are banking on a 

green industrial revolution to drive commodity prices. Estimates of US $40 Trillion will be spent over the next 20 years 
towards the goal of the electrification of the global economy. This is central to the post-pandemic stimulus packages 
and is expected to continue well beyond the period where such government supports end. 

The one certainty is that commodities are volatile, which is why our portfolios are underweight in them. Our view is 
that it’s too early to say definitely that a supercycle is underway and a more moderate economic recovery post-Covid 
could damper further gains from this sector. Our preference is for investment classes that deliver returns in a more 
predictable manner, without the dizzying highs -and terrible lows. We have exposure to Sustainable Energy to be 
sure, but we will leave the commodity game to others -some who may time it right and win, but many who won’t and 
will lose.

Be safe, be well!

Martin 
519-546-5088 

https://www.dw.com/en/commodity-prices-copper-rally-supercycle/a-56626319

