
Commodities 2012:  

The Road Ahead 

Jim Wiandt, Moderator  
Founder & CEO, IndexUniverse 

 
Jess Gaspar, Panelist  
Managing Director, Commodities & Fixed 
Income Portfolio Strategist, Commonfund Asset 
Management 

 
David Kotok, Panelist 
Chief Investment Officer, Cumberland Advisors 

 

Ed Yardeni, Panelist 
President & Chief Investment Strategist, 
Yardeni Research 

   



Is There a 
Correlation 
Between US M2 
Velocity and 
Commodities / 
Precious Metals? 

 
 
 
David Kotok, Panelist 
Chief Investment Officer, Cumberland 
Advisors 
     



$0

$1,000

$2,000

$3,000

$4,000

$5,000

$6,000

$7,000

$8,000

$9,000

Ju
l-

0
6

Se
p

-0
6

N
o

v-
0

6

Ja
n

-0
7

M
ar

-0
7

M
ay

-0
7

Ju
l-

0
7

Se
p

-0
7

N
o

v-
0

7

Ja
n

-0
8

M
ar

-0
8

M
ay

-0
8

Ju
l-

0
8

Se
p

-0
8

N
o

v-
0

8

Ja
n

-0
9

M
ar

-0
9

M
ay

-0
9

Ju
l-

0
9

Se
p

-0
9

N
o

v-
0

9

Ja
n

-1
0

M
ar

-1
0

M
ay

-1
0

Ju
l-

1
0

Se
p

-1
0

N
o

v-
1

0

Ja
n

-1
1

M
ar

-1
1

M
ay

-1
1

Ju
l-

1
1

Se
p

-1
1

B
ill

io
n

s

Total Assets of Major Central Banks  from 07/01/06 Through 09/11

Federal Reserve Total Assets BK of England Total Assets - Dollar Equivalent

ECB Total Assets - Dollar Equivalent BK of Japan Total Assets - Dollar Equivalent



0

1000

2000

3000

4000

5000

6000

7000

8000

9000

1.60

1.65

1.70

1.75

1.80

1.85

1.90

1.95

2.00

Q2-06 Q3-06 Q4-06 Q1-07 Q2-07 Q3-07 Q4-07 Q1-08 Q2-08 Q3-08 Q4-08 Q1-09 Q2-09 Q3-09 Q4-09 Q1-10 Q2-10 Q3-10 Q4-10 Q1-11 Q2-11 Q3-11

V
e

lo
ci

ty

Quarterly Central Bank Assets (Right Scale $ Billions) 
and Velocity for US M2 from June 2006 to Sep 2011

Federal Reserve Bank of England ECB Bank of Japan Velocity of US M2  
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DBC

Inverted US M2 Velocity

PowerShares DB Commodity Index Tracking (DBC) - The investment seeks to track changes, whether positive or negative, in the level of the Deutsche Bank Liquid 
Commodity Index - €“Optimum Yield Diversified Excess Return. The fund will pursue its investment objective by investing in a portfolio of exchange-traded futures on the 
commodities comprising the index, or the index commodities. The index commodities are light, Sweet Crude Oil (WTI), Heating Oil, RBOB Gasoline, Natural Gas, Brent Crude, 
Gold, Silver, Aluminum, Zinc, Copper Grade A, Corn, Wheat, Soybeans, and Sugar. The index is composed of notional amounts of each of the index commodities.   Source: 
Yahoo Finance 
 

US M2 Velocity – Nominal GDP/M2   Source: Fed and Haver Analytics 

Commodities (DBC) 



Precious Metals (DBP) 

PowerShares DB Precious Metals (DBP) - The investment seeks to track the price and yield performance, before fees and expenses, of the Deutsche Bank Liquid 
Commodity Index - Optimum Yield Precious Metals Excess Return. The index is a rules-based index composed of futures contracts on two of the most important precious 
metals gold and silver. The index is intended to reflect the performance of the precious metals sector.  Source: Yahoo Finance 
 

US M2 Velocity – Nominal GDP/M2   Source: Fed and Haver Analytics 
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Grail American Beacon 
Large Cap Value  (GVT) 

Grail RP Growth 
 (RPX) 

Grail McDonnell Intermediate 
Municipal Bond (GMMB) 

Regulatory Risk 11.1% 11.1% 11.1% 

AUM 0.6% 1.8% 0.9% 

Average Daily $ Volume 1.2% 1.5% 1.3% 

Fund Family Health Factor 0.5% 0.5% 0.5% 

Competitive Rank 0.0% 0.3% 0.0% 

Corporate action pending 0.0% 0.0% 0.0% 

Bid-Ask Spread 0.0% 0.0% 0.0% 

Total Fund Closure Risk Score 
(out of 100%) 

13.3% 15.1% 13.8% 

Fund Closure Risk score High High High 
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Source: Bureau of Labor Statistics, Historical Statistics of the United States 

United States Inflation 
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Global GDP Growth and Inflation 
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Source: International Monetary Fund, World Economic Outlook Database, April 2011 

IMF estimates overly optimistic. U.S. low and slow: Europe rolling recessions. 



Real Growth and Headline Inflation 
 

High 

4.9% 

Commodities 

 
-7.5% Bonds 

-11.0% Equities 

13.3%  

Equities 

 
  9.9% Commodities 

1.0% Bonds 

8.9% 

Commodities 

 
-6.6% Bonds 

-11.6% Equities 

Medium 

10.1%  

Bonds 

 

  5.2% Equities 

-2.3% Commodities 

13.5%  

Equities 

 
  4.4% Commodities 

 -0.2% Bonds 

12.0% 

Commodities 

 
  2.0% Bonds 

0.7% Equities 

Low 

11.1%  

Bonds 

 
-2.4% Equities 

-15.4% Commodities 

 11.0%  

Equities 

 
  7.9% Bonds 

  6.2% Commodities 

13.7% 

 Equities 

 
  6.8% Bonds 

  5.5% Commodities 

Low Medium High 

* Quarterly log returns annualized.  Boxes delineated by bottom, middle and top thirds of historical real annualized GDP growth and annualized headline CPI inflation since 1965.  Data from 
12/31/1965 to 12/31/2010. Bonds: Barclays Aggregate since 1/1976; Ibbotson Associates Long Term Corporate Bond Index prior.  Cash: 3 month US Treasury bill yields from FRB H15.  Commodities: 
DJUBS Total Return Commodity Index since 12/31/1990; equal-weighted collateralized commodity futures prior.  Equities: S&P 500 total returns; Ibbotson Associates. 
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• Bonds 
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Commodities and 
Equities Perform 
Well in Periods of 
Headline Inflation 
Annualized real 
returns by asset class 
since 1965* 



High 

Medium 
Most Sectors 

Do Well 

Low 

Low Medium High 

Precious in a Panic, 
Industrials in 
Booms, Energy in 
Inflations 
Annualized real 
returns by asset class 
since 1991* 

Returns During Panics, Booms and Inflation 

* Quarterly log returns annualized.  Boxes delineated by bottom, middle and top thirds of historical real annualized GDP growth and annualized headline CPI inflation since 1991.  Data from 
12/31/1990 to 6/30/2011. Individual commodities and sectors: DJUBS Total Return Commodity Indices. Energy: crude oil, gasoline, heating oil, natural gas; Grains: corn, soybeans, soybean oil, 
wheat; Industrial: aluminum, copper, nickel, zinc; Livestock: cattle, hogs; Precious: gold, silver; Softs: coffee, cotton, sugar. 
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• Energy 

• Industrial Metals 

• Precious Metals  

• Mixed 

Top Performing Asset Class 

Industrial 

Metals 

Precious 

Metals 

Energy 



Commodities Point of View 

Sector Point of View Rationale 

Agriculture Overweight Tights supplies in corn and soybeans 
Weather the dominant risk – near term La Nina concerns for harvest 

Livestock Overweight Severe drought hurt pastures, reducing herds 
Strong export growth especially to Asia 

Precious 
Metals 

Overweight Negative real rates far out the curve with more central banking easing 
Reserve diversification 

Energy Neutral European debt turmoil keeps Europe in recession 
Global demand revised lower for 2011/2012 by IEA 
But market appears undersupplied for 2012 with lots of geopolitical 
risk 

Softs Underweight Cotton, sugar inventories growing; increased production from India, 
China and Pakistan 
Cotton apparent demand falling as consumers destock 

Industrial 
Metals 

Underweight European debt turmoil keeps Europe in recession 
Aluminum production high, heavy inventories in long term financing 
Nickel and zinc production to expand on new projects 
China engineering slowdown but watch for monetary policy reversal 



Source: Bureau of Labor Statistics, Historical Statistics of the United States 

United States Inflation 
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Important Notes | For Eligible Investors Only 
The Common Fund for Nonprofit Organizations 
(“Commonfund”) was established in 1971 and  
manages investment funds primarily for nonprofit 
institutions and other qualified investors.  

The following Commonfund affiliate organizations 
are registered with the Securities and Exchange 
Commission as investment advisers:  Commonfund 
Asset Management Company, Inc. (“Comanco”), 
Commonfund Capital, Inc. (“CCI”), and 
Commonfund Realty, Inc.  (“CRI”) 

Additional information regarding Commonfund 
and its affiliates’ policies and procedures for 
calculating and reporting performance is available 
upon request.   

Comanco and CRI claim compliance with the 
Global Investment Performance Standards (GIPS®). 
To obtain a presentation that complies with GIPS 
requirements and/or a list and description of 
Commonfund’s composites, please contact 
Commonfund at 888-823-6246 or 203-563-5000.  

This document is intended only for qualified, pre-
existing investors in CCI, CRI, and Comanco 
programs, Members of The Common Fund For 
Nonprofit Organizations (“Commonfund”), or 
other eligible institutional investors approved by 
Commonfund Securities, Inc.  It is not intended to 
constitute an offer to sell, nor the solicitation of an 
offer to buy, securities.  Any such offerings will be 
made only by means of information memoranda 
and related subscription documents that will be 
made  

available by Commonfund Securities, Inc. (a 
broker-dealer affiliate of CCI, CRI and Comanco) 
only at the time an offering is in progress and only 
to investors qualified and eligible to invest.  

Returns on funds are presented net of all fees. 
Performance includes reinvestment of dividends. 
Internal Rates of Return should be evaluated in 
light of information on the investment program of 
the partnership, the risks associated therewith, and 
performance of the partnership as disclosed in the 
Information Memorandum for the partnership, the 
Annual Reports of Commonfund Capital, Inc. and 
the partnership and the Quarterly Reports of the 
partnership. Commonfund Capital, Inc. presents 
return information for its partnerships on a dollar-
weighted (e.g., internal rate of return) rather than 
the time-weighted (e.g., annual or other period rate 
of return) basis, which is used principally to report 
performance of publicly-traded securities. The 
internal rate of return since inception is the most 
commonly used calculation methodology used for 
presentation of performance  in the private capital 
business. 

Comparison of returns calculated on an IRR basis 
with returns on a time-weighted basis is not 
appropriate. For a description of the two return 
calculation methods see “Measuring Investment 
Returns, Time vs. Dollar-Weighted – What’s the 
Difference?”, a copy is available from Commonfund 
Capital.  

Gross performance results do not reflect the 
deduction of investment advisory fees and other 
fees as disclosed in Form ADV on file with the SEC.  

Past performance is not indicative of future results.  All 

investments have the potential for profit and the 

possibility of loss. 

The information provided in this presentation is 

confidential, and is presented solely for the use of the 

recipient. Commonfund requests that the recipient not 

copy or make any further use of this material without 

its prior written consent. 

Important Information About Procedures for 

Opening a New Account: 

To help the government fight the funding of 
terrorism and money laundering activities, Federal 
law requires all financial institutions to obtain, 
verify, and record information that identifies each 
customer who opens an account.  What this means 
for you: When you open an account, we may ask 
for documents or information related to: your 
principal place of business, local office or other 
physical location; taxpayer identification number; 
and other documents demonstrating your lawful 
existence such as certified articles of incorporation, 
a government-issued business license, a 
partnership agreement, or a trust instrument, and 
other identifying documents.  
 
 
 
 
Securities offered through Commonfund Securities, 
Inc., a member of the FINRA 



Important Disclaimer  
Use Of This Presentation  

 

This presentation is copyrighted by Commonfund; all rights reserved.  While you may copy it for your personal 
use, you are not permitted to publish, transmit, or otherwise reproduce this presentation, in whole or in part, 
in any format to any third party without the express written consent of Commonfund.  In addition, you are not 
permitted to alter, obscure, or remove any copyright, trademark or any other notices that are provided to you 
in connection with this presentation 
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