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At no time in the last 200 years have
commodity prices risen as fast and as high
as in the last decade without a sharp
decline.
While we rule out the continuity of the
super cycle, we think that complexity is now
much higher than any time in the past, what
could cause the price of industry-related
commodities to remain on a lethargic mode
for a long time.
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1st. During the last three years we have seen weakness in
commodities during summer “soft-patches”
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The run for the exits in mid-April (the largest decrease in net long positions since 2008), coincided with the
release of weaker than expected Chinese data. Is this suggesting us anything else?
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2nd. The primary driver of the commodities super-cycle (the
construction-led heavy industrial boom) has now slowed and we suspect
that this slowdown is clearly structural (not just cyclical)
 For a long time, market consensus was that Chinese growth seen in the last decade
could be maintained, and with it, the industrial boom. It was on the back of this that
the super cycle in commodities took place.
 However, we have argued on many occasions that, despite our positive outlook for
Asia (and China in particular), the latest must “sacrifice” growth if it wants to ensure
the necessary credibility of its currency and bond market. Therefore, China must not
embark in Pharaonic programs of economic stimulus.
 As a result of this, we suspect the structural growth for the next decade will be lower
than that seen during the past decade.
 In other words. The heavy industrial boom (and growth) has slowed in a manner that
is structural and not just cyclical.
 Said this, we believe that a structural growth of 7,5% is much better than a cyclical
although stronger double-digit growth.
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What are the implications that this structural slowdown
may have on industrial commodity prices?
1. This new “normal” will not necessarily imply big additional falls in industrial commodity prices …
2. … but it means that the prospects for a new structural bull market for the next few years are dim.
3. Chinese heavy industrial output growth looks likely to stabilize at around a level which has been
associated with a zero y/y growth in commodity prices.
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3rd. Those who think that India will pick up China’s baton
as a leader in commodity consumption … seem
increasingly likely to be disappointed
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India is definitely losing steam, presence, influence and growth!
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4th . Metal producers and miners have been clearly caught
off guard
The pace at which some producers have expanded capacity of production for certain industrial products has led
the world into a clear excess of capacity.
As those players adapt themselves to the outlook of a more “reasonable” structural growth in Asia, many
projects will be cancelled, what will eventually will help to tighten the markets, although WILL NOT PREVENT
THE OVERSUPPLY IN METALS & MINERALS during a long period of time (years), and this should keep prices
subdued
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Conclusions
1. The primary driver of the commodities super-cycle has now slowed and we suspect
that this slowdown is clearly structural
2. China must “sacrifice” growth, what means that must not embark in Pharaonic
programs of economic stimulus if it wants to ensure the necessary credibility of its
currency and bond market. This calls into question the hitherto bright horizon for
commodities
3. India is definitely losing steam, which evidences the lack of an obvious replacement of
the biggest source of incremental demand for commodities.
4. Abundant capacity in industrial related commodities makes an oversupply in metals &
minerals inevitable for a long period of time.
5. This new “normal” will not necessarily imply big additional falls in industrial commodity
prices but it means that the prospects for a new structural bull market for the next few
years are dim.
6. Therefore, we consider in our central scenario for industry related commodities, prices
could remain within a range.
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Instruments and ideas that suit best the environment described
Tailor made products
1. Strangle (Recommended).
 Underlying asset: Basket of Aluminum & Zinc (spot price in the London Metal Exchange)
 Combination of short & long options.
 Maturity (2 years)
 Coupon: 8,10% (4,05% per year), to be received at maturity.
 Range: +/- 15% in price (whenever the price of the underlying basket remains within the range,
there is no loss of capital. The coupon is always paid).
 If the underlying asset declines or goes over 15% of the spot price set at the inception of the
product, the client would loss from that level.
 Example: At maturity the basket have increased (or decreased) 16% in value. The client receives
coupon of 8,10% and loses 1% in capital. Total return is of 7,10% (3,55% per year).

For further information about the levels or customization of the idea, please contact with our trading
desk in Andorra or Panamá
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Legal Disclaimer
All the sections in this publication have been prepared by the team of analysts from the financial institution.
The views expressed in this document are based on the assessment of public and private information. These reports contain evaluations of a
technical and subjective nature on economic data and relevant social and political factors, from which the financial institution’s analysts have
extracted, evaluated and summarized the information they believe to be the most objective, subsequently agreeing upon and drawing up
reasonable opinions on the issues analyzed herein.
The opinions and estimates in this document are based on the market events and conditions that took place before the publication of this
document, and therefore cannot be determining factors in the evaluation of future events that take place after its publication.
The financial institution may hold views on financial instruments that differ completely or partially from the general market consensus. The market
indices chosen have been selected following the exclusive criteria that the financial institution regards as most appropriate.
The financial institution cannot in any way guarantee that the predictions or events given in this document will take place, and expressly reminds
readers that any past performances mentioned do not in any circumstances imply future returns; that the investments analyzed may not be
suitable for all investors; that investments can fluctuate over time in terms of their share price and value; and that any changes that might occur
to interest rates or currency exchange rates are other factors that may also make it unadvisable to follow the opinions expressed herein.
This document cannot be regarded, under any circumstances, as an offer or proposal to buy the financial products or instruments that may have
been mentioned, and all the information herein is for guidance purposes and should not be regarded as the only relevant factor when it comes to
making a decision to proceed with a specific investment.
This document does not, therefore, analyze any other determining factors for properly appraising the decision to make a specific investment, such
as the risk profile of the investor, his/her knowledge, experience and financial situation, the duration or the higher or lower liquidity of the
investment in question. Consequently, investors are responsible for seeking and obtaining the appropriate financial advice in order to assess the
risks, costs and other characteristics of any investments they wish to make.
The financial institution cannot accept any responsibility for the accuracy or suitability of the evaluations or estimates of the models used in the
valuations in this document, or any possible errors or omissions that may have been made when preparing this document.
The financial institution reserves the right to change the information in this document at any time, whether partially or in full.
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