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Executive Summary  

Commodities decreased in May, with the Bloomberg 

Commodity Index Total Return down 3.36%. WTI Crude Oil, 

Brent Crude Oil and Gasoline fell 16.21%, 13.02% and 

12.70%, respectively. During the month, markets looked past 

rising tensions between the United States and Iran, which 

could increase the risk of oil supply shocks, towards the 

potential for weaker-than-expected demand as the trade war 

between the US and China escalated. The US Energy 

Information Administration reported growing US crude oil and 

petroleum product inventories throughout the month, 

suggesting US crude producers were able to continue to 

produce enough to offset declines in exports from Iran and 

others. This helped contribute to the shift in sentiment 

towards a widening supply/demand balance in addition to a 

weakening in future demand expectations. Kansas City Wheat 

and Chicago Wheat increased 20.29% and 17.55%, 

respectively, as the prospect for a robust crop this year was 

reduced amid heavy rainfall in the US Midwest. Wheat was 

also buoyed by higher-than-normal US Department of 

Agriculture (USDA) wheat export inspections, indicating 

completed international transactions. Corn gained 18.03% as 

severe storm conditions in the US Midwest and Great Plains 

kept the corn planting pace at a record low, decreasing 

supply expectations. This may reduce this season’s crop size 

as the US passed its optimal corn planting period. Plantings in 

June may face a shorter growing season, which may result in 

smaller yields. 

 

Monthly Commentary 

The Bloomberg Commodity Index Total Return was lower for the 

month, with 16 out of 23 constituents posting losses. Energy 

decreased 11.97% for the period, with all constituents ending the 

period in the red. In addition to oil and petroleum products, Natural 

Gas was also lower as temperatures in May came in below average 

for most of the continental US, leading to reduced electricity 

generation demand for cooling and the highest pace of storage 

builds over the last two decades. Industrial Metals declined 5.88%, 

led lower by Zinc, following the US administration’s decision to raise 

duties on various Chinese imports and China’s in-kind response, 

which caused trade negotiations to stall and reduced base metals 

demand broadly. The breakdown in US-China trade and its impact to 

global growth expectations may have been a factor behind softening 

manufacturing April PMI readings within the Eurozone and China. 

Livestock fell 5.63%, led lower by Live Cattle, after the USDA 

reported that beef exports in March declined approximately 5% 

compared to the year prior. In addition, recently announced potential 

levies on imported Mexican goods by the US government threatened 

the United States-Mexico-Canada Agreement, potentially reducing 

US beef exports. Lean Hogs also declined as the ongoing trade 

conflicts continued to weigh on US pork demand expectations. 

Precious Metals ended the month relatively flat, gaining 0.72%. The 

various escalating trade threats led to a risk-off environment while 

spurring safe haven demand for Gold. Agriculture increased 7.57%, 

led higher by grains. Coffee also gained as heavy rainfall in key 

coffee-producing regions in Brazil disrupted the harvest and reduced 

supply expectations.  

 

Market Outlook 

Trade negotiations between the US and China deteriorated in May, 

although an agreement is not yet off the table. The two nations may 

resume trade talks at the upcoming Group of 20 Summit in Japan, 

scheduled to take place in late June. Both administrations signaled 

that they would prefer a resolution rather than continued strained 

relations. However, neither side appeared ready to accept the terms 

currently available. The US’ decision to end steel and aluminum 

tariffs for Canada and Mexico also provided some hope for a timely 

agreement as progress there may indicate the country’s easing 

stance towards cooperation with key trading partners. However, the 

US administration also threatened during the month to levy tariffs on 

all Mexican goods imported into the United States. A trade resolution 

could increase the demand for key commodities, such as base 

metals and agricultural goods. 

 

In the meantime, grains have been impacted by extreme weather 

events in the US Grain Belt and Europe’s Black Sea region. If bad 

crop weather persists, then wheat and corn crop yields for the 

2019/2020 season may be further reduced, potentially ending the 

trend of bumper crops seen over the past few years. In addition, 

growing conflict between Iran and the United States, along with US 

allies in the Middle East, may increase crude oil supply risks to the 

region. An escalation towards military involvement could result in 

major production disruptions and reduced export capabilities out of 

the Persian Gulf, during a period of reduced spare production 

capacity outside of the United States. OPEC scheduled its next 

meeting for late June. Declining crude prices and increasing US 

inventories may encourage OPEC and its partners to extend their 

crude oil production cut agreement longer than they otherwise 

would. 

 

US economic data have grown more mixed as of recent. According 

to the US Department of Labor, the US unemployment rate dropped 

to 3.6% in April, the lowest rate since December 1969. US inflation 

in April rose slightly, as measured by the Personal Consumption 

Expenditures Price Index, but remains well below US Federal 

Reserve (Fed) targets. However, softening US factory activity (con’t) 
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in April, as measured by the Federal Reserve Board’s Industrial 

Production data, showed that the US economy is not immune to 

cooling growth elsewhere, particularly in China and Europe. As a 

global economic growth slowdown or recession now appears more 

likely, central banks, including the Fed, seem to be suggesting they 

are prepared to shift back to easier monetary policies. Markets are 

now pricing in that the Fed will be lowering the Fed Funds rate once 

again sometime within the next three months, after pricing in hikes  

as recently as November of 2018, which is a noticeable shift in 

guidance. Central banks continue to be very flexible in their policy–

making as they adapt to the changing economic landscape. Their 

actions may help to forestall any dramatic weakening in the global 

economy. At the same time, they appear more willing to potentially 

let the economy and inflation run hotter for longer on the upside, 

which would be beneficial to commodity prices.  

Bloomberg Commodity Index TR Performance through May 31, 2019 

Weight as of 

Month End 

MTD 

Total Return 

YTD 

Total Return 

Energy 31.07% -11.97% 6.43% 

Agriculture 29.58% 7.57% 0.67% 

Livestock 5.93% -5.63% -3.50% 

Industrial Metals 17.54% -5.88% 2.58% 

Precious Metals 15.88% 0.72% -0.15% 

BCOM Index Total Return 100.00% -3.36% 2.31% 

Sources: Credit Suisse Asset Management, LLC, Bloomberg 

Performance Notes: 

The Bloomberg Commodity Index Total Return is a composite index of commodity sector returns, representing an unleveraged, long-only investment in commodity futures that 
is broadly diversified across the spectrum of commodities. The returns are calculated on a fully-collateralized basis with full reinvestment. Excess return reflects relative 
performance versus the benchmark (+/-). 
Indices are not subject to management fees and are not available for direct investment. Investing entails risks, including possible loss of principal. Past performance is 

no guarantee of future results. 

Important Legal Information 

This material has been prepared by Credit Suisse Asset Management, LLC (“Credit Suisse”) on the basis of publicly available information, internally developed data and other 
third party sources believed to be reliable. Credit Suisse has not sought to independently verify information obtained from public and third party sources and makes no 
representations or warranties as to accuracy, completeness or reliability of such information. All opinions and views are subject to change at any time without notice and with no 
obligation to update. This material is for informational and illustrative purposes only, does not constitute research and is intended solely for the information of those to whom it is 
distributed by Credit Suisse. No part of this material may be reproduced or retransmitted in any manner without the prior written permission of Credit Suisse. Credit Suisse does 
not represent, warrant or guarantee that this information is suitable for any investment purpose and it should not be used as a basis for investment decisions. This material does 
not purport to contain all of the information that a prospective investor may wish to consider. This material is not to be relied upon as such or used in substitution for the 
exercise of independent judgment. Past performance does not guarantee or indicate future results. 
The charts, tables and graphs contained in this document are not intended to be used to assist the reader in determining which securities to buy or sell or when to buy or sell 
securities. Benchmarks are used solely for purposes of comparison and the comparison does not mean that there will necessarily be a correlation between the returns 
described herein and the benchmarks. The only legally binding terms of this investment product including risk considerations, objectives, charges and expenses, and conflicts of 
interest are set forth in the private placement memorandum and subscription documents which are available upon request. 
This material should not be viewed as a current or past recommendation or a solicitation of an offer to buy or sell any securities or investment products or to adopt any 
investment strategy. The reader should not assume that any investments in companies, securities, sectors, strategies and/or markets identified or described herein were or will 
be profitable and no representation is made that any investor will or is likely to achieve results comparable to those shown or will make any profit or will be able to avoid 
incurring substantial losses. This informational report may not be used or relied upon in connection with any offer or sale of a security or hedge fund or fund of hedge funds. 
Performance differences for investors may occur due to various factors. Investment return, if any, will fluctuate and may be volatile, especially over short time horizons. 
Investing entails risks, including possible loss of some or all of the investor’s principal. To the extent that these materia ls contain statements about the future, such statements 
are forward looking and subject to a number of risks and uncertainties. 
The only legally binding terms of this investment product including risk considerations, objectives, charges and expenses are set forth in the private placement memorandum 
and subscription documents which are available upon request. This document does not constitute an offer or invitation to enter into any type of financial transaction. The issuer 
has no obligation to issue this investment product. Where not explicitly otherwise stated, the issuer has no duty to invest in the underlying assets. Before deciding to invest, 
prospective investors must carefully read the relevant private placement memorandum and subscription documents and pay particular attention to the risk factors contained 
therein and determine if this investment product suits the investor’s particular circumstances and should independently assess (with the investor’s tax, legal and financial 
advisers) the specific risks (maximum loss, currency risks, etc.) and the legal, regulatory, credit, tax and accounting consequences. Prospective investors should have the 
financial ability and willingness to accept the risk characteristics of this investment product. This investment product is intended only for investors who understand and are 
capable of assuming all risks involved. Credit Suisse makes no representation as to the suitability of this investment product for any particular investor or as to the future 
performance of this investment product. 
Certain risks relating to investing in Commodities and Commodity-Linked Investments: Exposure to commodity markets should only form a small part of a diversified portfolio. 
Investment in commodity markets may not be suitable for all investors. Commodity investments will be affected by changes in overall market movements, commodity volatility, 
exchange-rate movements, changes in interest rates, and factors affecting a particular industry or commodity, such as drought, f loods, weather, livestock disease, embargoes, 
tariffs and international economic, political and regulatory developments. Commodity markets are highly volatile. The risk of loss in commodities and commodity-linked 
investments can be substantial. There is generally a high degree of leverage in commodity investing that can significantly magnify losses. Gains or losses from speculative 
derivative positions may be much greater than the derivative’s original cost. An investment in commodities is not a complete investment program and should represent only a 
portion of an investor’s portfolio management strategy. 
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