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Over the past year, we have seen commodity prices surge higher — nearly across the board — on
the back of accelerating economic growth and a muted supply response. While this has been
welcome news to commodity producers and to those who invested in commodities, to the rest
of the population, higher commodity prices just means higher costs for the common products
that we buy. On top of the price surge, lingering commodity supply disruptions have in some
cases, caused significant delays. For anyone involved in a home remodeling project, like myself,
you know the frustration of being told that the building materials that you ordered will take 810 weeks to arrive and will cost 50% more than expected.
These more extreme supply disruptions should lessen in the coming months as producing,
processing, and manufacturing plants work through the order backlog created by pandemicinduced shutdowns and strong demand.
Yet, the combination of decade’s long underinvestment, newfound capital discipline by
commodity producers, and lingering supply issues should allow accelerating commodity demand
to overwhelm the supply response and to keep pushing prices higher. We are favorable on
commodities and expect commodity producers and investors to benefit. But both individual and
corporate commodity consumers should expect added pressure to their bottom lines.
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Risk considerations
Different investments offer different levels of potential return and market risk. The level of risk associated with a particular investment
or asset class generally correlates with the level of return the investment or asset class might achieve. Exposure to the commodities
markets may subject an investment to greater share price volatility than an investment in traditional equity or debt securities.
Investments in commodities may be affected by changes in overall market movements, commodity index volatility, changes in interest
rates or factors affecting a particular industry or commodity. Products that invest in commodities may employ more complex strategies
which may expose investors to additional risks.
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