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The Commodity Super Cycle collides with the facts. 
  

Commodity Super Cycle, 50-Year Version 

 
  

In the investing side of our lives—and the other sides—we are often expected to believe something about 
“how the investment world works” which we do not quite understand.  We’re a little sheepish about not 
really understanding the thing, because whatever well-known authority is telling us to believe it is using a 
tone of “Wake up!  I’m making it easy for you!”  In other words, we’re shy about asking questions that 
might reveal how slow we are . . . just like our high school or college days, and beyond. 
  
Since 1977, in Outlook’s case, we’ve been hearing famous pundits talk knowingly about the “Commodity 
Super Cycle.”  The idea is that regardless of the historical thrashing about of mere human beings; 
regardless of war, peace, depression, invention, disease, you name it; all or most commodities—from corn 
to copper—follow a kind of Law of Nature which causes them to move up and down in very long-term 
trends of 50 to 70 years or so.  (Sometimes it’s 20 to 40 years.)  The clincher for all these analyses is a long-
term chart stretching back to 1850, or 850, or sometimes 500 BC, which shows an incredibly regular wave 
of prices hitting peak after peak at 50-year intervals, or whatever, like the sample above which begins 
with Napoleon.  
  
As a young analyst, and much later as an older analyst, Outlook’s reaction has stayed the 
same:  “Remarkable!  But why on earth should commodity prices act like this?  It doesn’t make 
sense.”  The reply from the Super Cycle expert is sometimes a variation of “Because things act like this in 
nature:  the return of comets, the eruption of 17-year cicadas, solar flare activity, and nearly infinite 



numbers of other items.”  Even deeper than that reasoning, though, is a simpler assertion:  “Because they 
just do—look at the chart!” 
  
It’s always refreshing when someone comes along and tackles this kind of mystery head on, using common 
sense instead of Fibonacci Numbers or other phenomena.  An analyst at ETF Securities did just that last 
week, and demolished the Commodity Super Cycle idea in 2 pages . . . as far as Outlook is concerned.  ETF’s 
chart went back to 1850, and ETF’s conclusion, which was nicely backed up by its chart, was:  “Most 
downturns in commodity prices were caused by wars or deep recessions—causing demand to plunge 
faster than supply.)  Most upturns in commodity prices were caused by big changes in technology (like the 
Industrial Revolution), and by explosions of economic growth in big parts of the world—like China 25 years 
ago—causing demand to rise faster than supply.  All those causes also worked the opposite way on prices, 
for plenty of shorter time periods (like the fracking revolution and its effect on oil-and-gas supply, hence 
falling prices.)  
  
The point of it all was simple: “Things real people are doing, in the real world, are the best explainer of 
how market prices trend up or down . . . since of course markets themselves are the sum of what real 
people are doing, in the real world.”  Of course we might call that point “simple,” but figuring out how 
real-world actions are affecting price trends today is, well, plenty of work.  Summing up today’s real-world 
actions, ETF stated its opinion, which Outlook firmly shares:  “On balance, global demand will grow fairly 
strongly (in the several years ahead) and global supply will not keep up—because so many commodity 
producers had to cut their spending on future growth, these past few years.  Hence most commodity 
prices will be rising.”  Yes . . . the cure for low prices is low prices, and pardon the umpteenth repetition 
of that truth.  
  
That leaves one last question:  “What about all those Super Cycle charts, with their beautiful, inevitable 
waves of regular up-and-down trends?”  And the answer to that is another aged truth:  “Figures lie, and 
liars figure.”  (“Liars” is too harsh, in this case, since we’re not talking about politicians, but all kinds of 
experts fool themselves and others with flawed uses of statistics.)  By the time most of us have been 
around the block enough to gather bruises, we’ve come to understand that absolutely any position can 
be supported with statistics, hence with impressive-looking charts.  Yet some positions (and their 
supporting statistics) are dead wrong, and others are dead right.  Lacking the time to burrow into the piles 
of data and sort wrong from right, we must, as usual, revert to the position which appeals most strongly 
to our “common sense,” or to our deepest notions of how the world generally works.  Outlook’s common 
sense keeps saying, “People matter most.  They act predictably and sensibly to changes in prices, hence 
eventually cause those prices to change back again.”  It’s been pretty enjoyable, this year of 2016, to see 
the prices of so many of our core stocks “change back again” in a fairly remarkable way. 
  

© Dave Raub 

Outlook Capital Management, LLC 

125 S. Wilke Road, Suite 200E 

Arlington Heights, IL 60005 

847-797-0600 

  
The remarks above aren’t a general recommendation to buy or sell particular securities.  Such decisions 
should only be made in the context of an investor’s own circumstances.  Stocks and bonds carry the risk 
of loss.  
  
Note to Outlook clients:  Every year Outlook Capital Management updates various regulatory filings, 
including its “ADV Brochure” and “Brochure Supplement” which provide information about the firm 
and the nature of its investment practices, and any material changes within the past year.  If you would 

tel:(847)%20797-0600


like to see copies of these documents as well as the firm’s Privacy Policy (which states 
that Outlook shares client information with no other firm or person except the clients’ custodian such 
as Fidelity), please call or email!  

 


