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COMMODITIES CORNER

What Will Sizzle -- And Fizzle

By ANGIE POINTER
Metals are up, natural gas is down. What il means.

£1-81G Commoedity Indexes

COMMODITIES HAVE FLICKERED TO LIFE again after last yvear's bum- cut, but as 2005 winds down,
some markets will sizzle -- while others fizzle,

Industrial metals, such & copper, were amang the first to reignite, according to Standard & Poor's, the
industrial-metals component of its GSCT Total Return Index s up 55,1 1% for the yvear as of Sept, 1, while
the overall index only shows a 2,06% gain year-to-date,

Coordinated global economic-stimulus plans helped trigger increased demand for metals in China -- and
recently in the LS., with the juskt-completed “cash for clunkers” pragram -- says Bart Melek, commodities
strategist with BMO Capital Markets. He suggests the slow-burning rally will continue as metal-intensive
businesses replenish depleted inventories.

Gold typically sees an end-of-year bounce from holiday jewelry purchases. This year, "discretionary spending
just i=n't there,” Melek says. But, he adds, "gold is sbll a wise inwestment, given longer-term expectations
for increasing Inflation and W%, -dollar weakness.”

DLUES COMMODITY INDEX While metals ook to heat up, natural gas has Aamed out,
The natural-gas component of the SEP GSCT is down

60.92% year-to-date, and analysts expect excessive supply,
"W brought on by new extraction technologies and reduced
~ W demand due to the recession, to continue through year end.
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“Short run, it's going to be very difficult to turn this market
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arourd,” says Fhil Flynn, senior market analyst at PFGBest
Research, adding that natural gas will take off only with Mather Nature's help == either a hurncana in the
Gulf, or an “extremely” cold winter.,

Flynn Isn't counting on a year-end crude-oll recovery, either. Government-stimulus packages "artificially
inflated"” crude in 2009, he says -- so when they are removed, oll prices should sink, possibly to below S50 a
barrel,

Grain and olls=ed markets are like hot coals waiting for a shot of lighter fluid. Frost will be the critical
question for the next few weeks, as an early freere could cut U5, yields and Iift prices. But even If frost
hiolds off, sayws Shawn Hackett, president of Hackett Finandal Advisars, yield estimates are too high and
markets will readjust, due to lower production,

&5 the harvest winds down, a battle for acres will break out, in which crop prices get pushed wp in an
atbempt ta sway future planting decisions, analysts say, Cotten may have a starring role in this year's fight,
due to yvears of acreage dedine and dwindling W5, and world supplies, Hackett observes, Cotton may have
ko climb above 70 cents a poundd -- 17% above current levels -- by spring to woo farmers, he suggests,

Coffee typically s2es a surge in the fourth quarter due to increased consumpticon dunng the Morthern
Hemisphere wirter, and Hackett says decreasing global coffee supplies may turn up the heat. Sugar's whibe-
hot run is unlikely to continue through yvear end. The rally, set off by crop problems in India and Brazl, has
devalved into a pure momentum phenomenon, analysts say; the only question is when the fire will burm out,

GOLD PRICES SHONE AS investors sought safey and currency alternatives; the December contract rose
3.95% on the wesk, to $996. 70, on Mymex's Comex.

AMGLE POINTER is the assistant editor for Dow Jones Newseires in Chicago,
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