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COPPER: CORRELATIONS WITH CRUDE OIL
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ZINC: CORRELATIONS WITH CRUDE OIL
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1-DAY MOVEMENTS IN OIL AND THE US$
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5-DAY MOVEMENTS IN OIL AND THE US$
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10-DAY MOVEMENTS IN OIL AND THE US$
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30-DAY MOVEMENTS IN OIL AND THE US$
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180-DAY MOVEMENTS IN OIL AND THE US$

% Chg CLc3

120

100

80

60

40

20

-20 -15 -10 5 0 5 10 15 20 25
% Chg USD

Source: Federal Reserve, NYMEX, Reuters calculations



REUTERS

250-DAY MOVEMENTS IN OIL AND THE US$
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750-DAY MOVEMENTS IN OIL AND THE US$
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Production costs in USD. Substantial proportion of mining and smelting costs (eg cost of
capital) are denominated in dollars and not sensitive to USD changes

Imports invoiced in dollars. Commodity producers complain about fall in local value of dollar
earnings, but same shift also boosts their buying power overseas for dollar-denominated items

Not enough data to draw meaningful conclusions. Cyclical behaviour of both USD and
commodity prices. Since 1989 there have been 1.5 exchange rate cycles and 1.5 commodity
price cycles. Not enough data points to draw statistically significant conclusions. Would need
several cycles worth of data to draw robust conclusions

No sign of short-term causal correlations over one-day, one-month or even six-month
horizon. Correlations only evident over three years or more, when hard to disentangle from
cyclical effects

Currency correlations vary over time and are not stable enough to be meaningful (primary
aluminium only shows significant correlation post-2004, crude oil correlation has gone from
positive to negative since 1990s)

Currency correlations vary between commodities in ways that appear arbitrary (strong
for copper, lead and tin but weak for aluminium and crude oil pre-2005)

USD depreciation does not affect commodity prices equally. Steep price rises in coal, iron
ore and copper not matched by autos and computer chips.

Relative producer pricing power is necessary and sufficient to explain price changes.
Exchange rate adds nothing to the analysis






