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GUIDE TO
COMMODITY TRADING

Dear Reader,

If you are a typical investor, you will get much out of this book. You will learn the best way to make money buying commodities ETFs (exchange traded funds), how to build your own commodities portfolio, and how to evaluate commodities-based mutual funds. Some real differences between this book and others are that I’ve both bought and sold commodities as an investor and as a dealer. I’ve worked as a gold and silver bullion dealer in the past. Because of this, I’ve had the rare chance to hold 1-kilo bricks of pure 24-karat gold in my hands and stack them up in a safe. I’ve heaved 5-gallon pails filled with 100-ounce pure silver bars out to the backseat of investors’ cars while they paid cash for the metal at the counter. Add real experience with scrapping out gold-filled pocket watches, sterling silver, and sorting old pennies to trading paper investments such as leveraged oil and copper ETFs and commodities currencies, and I’ve brought you the real honest-to-goodness knowledge and enthusiasm that I bring to my own investing and trading.

Welcome to the rewarding world of commodities trading!
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Top 10 Things Every Commodities Investor Should Know


	Buy gold on Monday mornings: Gold prices usually go down on Monday mornings.

	U.S. pennies dated 1982 and older are 95 percent copper and are worth about 3 cents each (at this writing).

	A 3× leveraged crude oil ETF will go up 300 percent more than a regular oil ETF.

	Central banking websites are the best sources of inflation information.

	Inflation, money supply, and a good economy make commodity prices rise.

	When economic news is bad, gold and oil will go up, while silver and copper will go down.

	Crude oil, gasoline, heating oil, and gold prices are seasonal.

	Consider investing indirectly with stocks and mutual funds if you are a conservative investor.

	Consider trading futures or buying private placement offerings if you are an aggressive investor.

	Know that an investment cycle lasts seven years or longer and investing in commodities puts you at the beginning of one of these seven year cycles, allowing you to ride the price wave to its peak.




Introduction

COMMODITIES HAVE BEEN ESSENTIAL to the financial well-being of people and economies for thousands of years. Since the days of the Egyptians, grains were bought from other lands and shipped to the cities for the citizens to bake bread. Gold was used on the mask of King Tut, and copper was used on the tips of the king’s swords.

Later, gold and silver were used as money, which continues to this day. Grains, wool, and cotton have been grown in areas that had fertile soil, and today some countries such as New Zealand earn a great deal by shipping these raw materials to other countries that need these commodities.

Commodities have been brought to light again in this day, and this is mainly due to the economic conditions that were brought about since the banking and housing crisis of late 2007–09. Due to the near collapse of the world’s economies, many of the largest central banks of the world went to extraordinary measures to insure the recovery of the fragile banking system and household economies.

Some of the measures taken were rapid decreases in base interest rates, with some rates being brought down to near zero percent. Other measures taken were the ramping up of the money supply in the United States, Japan, and Great Britain. These measures were called such interesting names as “quantitative easing (QE1),” “quantitative easing 2 (QE2),” “QE3,” and “Operation Twist.”

These elements alone would lead you to believe that it is a good time to buy commodities and have a commodities position in your portfolio. If you take this information and add to it the fact that the economy is just teetering at the end of a recession and just about to exit the past slowdown, well, then you have an excellent time to get into commodities trading!

This can be good if you are ready and prepared for the upcoming rise in prices. It may be that you would like to accent your overall investment portfolio to include a higher percentage of gold and oil ETFs with a base amount invested in a broad-based commodities mutual fund.

Your financial advisor or financial planning software may be suggesting that you have a mixture of stocks, bonds, cash, and alternative investments. By definition, commodities are an alternative investment, and you may decide to shop for and include a CTA—commodities trading advisor—on your list of investment help.

You may also like to try the oldest form of investing in the land—buying gold and silver ingots and coins. You may like to hold the coins in your hand and feel their weight. Finally, you may like to try your hand at “treasure hunting” and look for scrap gold-filled and 14-karat gold jewelry and know how to estimate or accurately judge the actual gold weight (AGW) of the item, only to then buy it at a price that is less than the value of the gold!

The ideas for commodities trading and investing are endless. Commodities are here to stay, and the time for them to become more and more expensive is just starting now, as raw materials are at the beginning of a full investment cycle. This means that while all forms of investments take their turns riding the wave in popularity and profitability (starting with bonds, then moving to stocks, and then to commodities) the normal seven year (or longer) full upward swing in prices is just beginning for commodities. This is due to the banking and worldwide monetary and economic factors that happened beginning in 2008–2009 with the housing and banking crisis and then the worldwide recession that followed. Why not take the time to get to know how to buy and sell gold, oil, copper, grains, and industrial metals, and add them to your portfolio?

Now is the time. There are still good deals to be had for the astute trader and investor.


CHAPTER 1

Why Invest in Commodities Now?


In this first chapter, you will learn the reasons behind why commodities experience rapid price growth. You will also learn that if history repeats itself, you can take the price of everyday goods such as coffee, corn, oil, and gasoline and fairly assume a rise in these asset prices that can easily surpass those of stocks or bonds. You will learn the basics to the price of raw materials: supply and demand. This chapter sets the stage for the concepts that are presented throughout the rest of this book.



Unlimited Growth, Limited Resources

“Oil reaches $175 a barrel; gold tops $3,500 an ounce!” Are these tomorrow’s business headlines? Could it be true that you will be living in a time when you have to pay $12 for a gallon of gasoline and $7 for a small cup of regular coffee? Some say that if the economic growth of the world continues that these will soon be some of the average prices of the products you consume daily.

With the potential unlimited growth of the world’s economies and the ability for central bankers to create an unlimited supply of the world’s paper and electronic currencies, there still remains the fact that there is a limited (sometimes very limited) supply of the world’s natural resources. Some of these natural resources are consumables such as foodstuffs; some are used as inputs in further processed manufactured goods; and others are an age-old method of storing wealth in nondestructible forms. Either way, commodities are physical goods that are grown or mined and must be shipped and stored. This puts them in a special class of investments. This also puts you in a special time in history: a time of worldwide growth and worldwide money expansion. These combined factors add up to an ever-increasing demand and price increase of the class of investments called commodities. You can choose to ride the wave with the increasing scarcity of commodities and reap healthy rewards as you do so.

Wouldn’t it be nice to invest in such a way that you can capture some of the price increases in commodities? Wouldn’t you like to insulate part or all of your entire portfolio from the effects of the massive increases in money supply that have been pumped into the world’s economies? Wouldn’t you like to record capital gains when you sell off your holdings of gold and silver as they reach their ever increasing price levels?

If you answered yes to any of these questions, then this book is for you. By reading this book you will learn the whys of commodity investing, including why now is the time to include a portion of your overall investments in commodities such as energy, agriculture, and metals. You will also learn how commodities can be considered an alternative asset class, and how historically commodities have had returns uncorrelated to the stock markets.

You will find answers to the questions: Are commodities a good investment for you personally? If so, how do you go about building up a commodities portfolio? You will learn how to use ETFs, futures, managed futures, electronic spot trading, and even the physical commodity itself as investment tools.

Once you make the decision that commodities are for you, you will then learn how to use fundamental and technical analysis to know the best times to invest and build your positions, as well as how to read developing news for signs of the future prices of your commodity positions.

You will learn about crude oil, gold, silver, and copper trading. You will also learn about the food commodities including coffee, cocoa, and sugar. You will learn the ins and outs of getting into the market, including indirect methods such as mutual funds and commodity currencies. Lastly, you will learn the most basic method of shopping for and buying the metal commodities in their actual physical form such as gold coins, silver bars, and copper ingots and coins. Additional information will be given on how to determine the actual gold weight (AGW) and actual silver weight (ASW) of gold and silver jewelry and other items found at antique shops and second-hand stores.

Growth in Emerging Markets

One of the reasons behind commodity price increases is the rapid growth rate of the world’s emerging markets. Markets in developing countries such as Brazil, China, and India are growing at rates of 6 percent, 7 percent, and even 10 percent or more per year, year after year. This growth rate means added demand of finished goods that the Western world would consider normal; that is, there is a huge demand for finished products such as cars, scooters, and higher-quality homes. These finished goods require raw material inputs such as iron, steel, copper, and lumber. This equates to an added demand not only of raw materials but also of the energy commodities that go into the fuels to get the raw materials to the manufacturers.

Adding to the overall commodities demand is the fact that, in addition to the growth in many of these other countries, there also comes a higher level of inflation in the home country. This brings an increasing demand for commodities that can serve as currency alternatives, which act as protection from paper money that might be worth less in the future, or as savings accounts for the increasingly richer population. This means an added number of people are buying precious metal commodities such as gold, silver, platinum, and palladium. This increased demand is felt worldwide, especially during times of the year when the local customs are to buy for wedding and holiday gifts.
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The Chinese New Year in mainland China or the marriage season in India can lift the prices of gold and silver as much as 20–30 percent in a few months. Historically, these higher price levels of gold and silver remain until they fall back a few percentage points in the slow months of August and September. The prices of gold and silver get pushed up farther again starting in October and ending in April of the following year.



The price increase of precious metals commodities such as gold and silver can act as an upward commodity demand/price spiral. The increasing price of gold and silver brings added wealth to the holders of the metals, which in turn spurns demand for more cars, scooters, and houses. If the increasing price of gold brings enough wealth, there is an increased demand for other goods, including finer clothing (affecting raw wool and cotton prices), better and more food products (which affects the price of food commodities such as wheat, corn, and cattle), and heavier usage of fuels in larger and more expensive cars.

Do not make the mistake of underestimating the potential demand and consumption of the world’s developing nations such as Brazil, China, and India. There is so much demand for these countries to grow and modernize that it will take years of development for them to slow down and reach the growth levels that are seen in the United States and Western Europe. This growth demand will be adding to the raw materials demand for years to come. The net effect of all of this current and potential demand is one means for you to get in on an opportunity and gain high returns with commodities investing.

Supply and Demand and Commodities Investing

The basic question of any form of investing is, Where does the price base come from? In other words, who or what is establishing the price of the item that is to be invested in? If the item were to be bought for an investment, then you would need to know what has the potential to move the price up, and therefore give you the opportunity to sell the item in the future at a higher price (thereby making profits on the investment).

With this in mind, it helps to get a grip on what moves the price of the commodities. Basically, the prices of commodities are directly related to supply. Somewhat. To put it simply, the more of a good that is in the market in relation to the amount of demand there is of that good, the less the price of the good in the marketplace. Turning that around, if there is a higher demand for a good than there are supplies of that good, then there will naturally be higher prices paid for it.

Starting with Commodity Price Intervention

As far back as the 1950s there was a great quantity of commodities such as coal, steel, copper, tin, oil, and natural gas. Because of this, prices were low. In addition to this glut of supply, some commodities had their prices regulated by the government. There have been times in the past (and possibly in the future) that the U.S. Congress has regulated the price of food commodities and of some energy commodities. In the 1950s the price of natural gas was managed by the U.S. government and regulated to keep its price low.


[image: ]

How did regulations act to suppress the natural gas industry?

This government intervention prevented the oil producers of Texas, Oklahoma, and other western states from developing the equipment to get the natural gas they produced to the market. The prices were so low that there was very little development of the natural gas industry during these years. In fact, there was very little effort to keep an adequate storehouse supply of natural gas and other energy commodities.



As you will learn later, the glut of natural gas and other energy commodities slowly found itself widdling away until there wasn’t a surplus. In fact, the combination of the underdeveloped natural gas storage capacity and the style of U.S. cars to have bigger and less fuel-efficient engines led to a kind of energy crunch in the early to mid 1960s.

The Beginning of the Commodity Demand Cycle

This energy crunch led to the beginning of the modern commodities investment/demand/supply cycle. Commodities investors continued to enjoy good profits during the period from 1966 to the early 1980s. Gold, corn, oil—it seemed as though all the commodities were in high demand, and investors got rich. There was inadequate supply for the demand of the day.

Then a curious thing happened. As with any business, the drillers, miners, and farmers found it more profitable to engage in their commodities-related businesses. If gold was $120 an ounce and it was profitable to open up a gold mine, how much more profitable would a mining endeavor be if the price of gold were $650 or even $850 an ounce (as it was in 1980)? The same concept was true for oil drillers and people in agribusiness. How much more profitable would a Texas panhandle oil well be if oil was $30 or $40 a barrel as opposed to $12 per barrel in the mid 1970s? What about a basic foodstuff as sugar or corn? Same thing: more profit.

The higher and higher prices from 1966 to 1980 were caused by higher and higher demand. The higher prices also led more people to develop businesses that would extract, mine, drill, or farm for more of the higher profit commodities items. The added mines, wells, and farms added to the supply of the in-demand commodities, and at the same time, technology improved to make more efficient cars, better furnaces for homes, and higher yielding crop seeds. The total effect was a double whammy: more producers and less demand. The net result was falling prices of the commodities in the early 1980s. Gold went from $850 an ounce down to $300 an ounce in a matter of two years. Sugar went to 1/20th of the price it had been ten years earlier. The fuel commodities took a plunge in prices also. In the supply/demand war, the supply side had won. Traders and investors pulled their money out of the commodities markets and prices went down even further.

Commodities Investing Today

The supply glut of the 1980s led investors to look elsewhere to put their money. The late 1990s saw many investors getting into the technology stocks of the day. The returns were so good on tech-heavy indexes that millions of investors poured money into ETFs like QQQ, or the NASDAQ-100 Trust. During these years commodities were flat, some would say even depressed. Kids could go to college hundreds of miles away and still come home every weekend if they wanted, as regular gas was 89 cents a gallon. Someone walking into a high-end jewelry store could buy a one-ounce American Gold Eagle coin for $320 and an American Silver Eagle coin for $5. Supply was high, demand was low, and prices were rock bottom.

Why, you might ask? Everyone was into tech, and they were in it in a big way. Not only was the main street investor putting all of her hard-earned money into high-flying “dot com” stocks, the U.S. dollar was very strong. As an example, Europe’s common currency, the euro, was introduced in 1999. It was originally priced to cost $1.17 U.S. dollars for one euro. Things got ugly for the euro soon after its introduction. Since the world’s investors wanted to get in on the stock market boom of the time, they were converting massive amounts of euros (and other currencies such as the British pound, also called the pound sterling) into U.S. dollars. This in turn drove the value of the dollar against the euro to higher and higher levels.
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In 2001 a traveler visiting Paris could expect to pay 90 cents per euro (compared to the $1.17 per euro a few years ago). It seemed as though the whole of Europe was on sale!



This strong U.S. dollar value affected the price of gold in an inverse manner. Since gold is priced in dollars (as well as in euros and British pounds), the price of an ounce of gold fell every time the U.S. dollar got stronger. As the dollar got stronger, more people wanted to hold it as a store of wealth. As the prices of gold and silver fell, fewer and fewer people wanted to hold those metals in their portfolios as a store of wealth. Gold and silver were definitely out of favor.

Soon thereafter, the technology stock boom went bust, and there was a recession. To combat the recession and restore confidence, the U.S. Federal Reserve System—the Fed—lowered interest rates again and again, until the economy was going full steam ahead once more. This time, the developing countries of the world (such as China, India, and Brazil) were on investors’ minds as well. These economies were going strong, and their boom brought an increased demand in commodities.
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This increased demand for commodities was due to the rapid growth in the production volumes of Chinese and Indian factories. In addition to the increased demand of raw materials for their factories, the workers in the factories desired to put their paychecks into things other than just savings accounts. These workers wanted and bought things that increased their standard of living, such as cars, homes, and other goods that took raw materials to make and build.



Some of the money that was paid to workers of high-production factories was put into precious metals such as gold and silver. In China, the people’s desire for gold had to wait until the government of China gave the go-ahead for gold ownership. Added pressure on the gold market was intense, and the price of gold climbed higher and higher.

The boom of commodities was on: Oil was up to $147 per barrel on July 3, 2008; people were talking about gold going to $1,000, and then $1,250, then $1,500 per ounce as it breached each new level. Other commodities followed suit. The high growth of the world’s economies had taken hold, and investors and traders took notice.

Money Supply, Central Banks, Decision Making

Another factor that has led to the rapid rise in the prices of commodities has been the increase in the world’s money supply. Money supply is a term that is used to gauge the increase or decrease of the electronic and paper money of the world’s currencies in relative terms. For example, say there are 1 million $20 bills in circulation (meaning in cash stations, bank vaults, and people’s wallets) at the beginning of 2007. In addition to this $20 million in currency, there is an additional $40 million in other denominations of U.S. currency including $1s, $5s, $50s, and $100s. Also, in addition to this paper currency, say there are also $40 million worth of U.S. dollar money in electronic format in bank accounts across the world. With this information, it can be determined that there is $100 million total of the amount of USD (United States dollars) in circulation. This is known as the money supply.

Money supply numbers are calculated by the U.S. Federal Reserve System (www.federalreserve.gov) monthly and are reported on its Federal Reserve Statistical Release online at www.federalreserve.gov/releases/h6/current. The money supply of the other world currencies are listed on those central bank websites. Since the euro, Japanese yen, and British pound are such major currencies, the quantity of their money supplies are also important.
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The money supply of the Swiss franc is to be noted as is the money supplies of the minor currencies such as the Norwegian kroner and Swedish kronor; the Australian dollar (the AUD), New Zealand dollar, and Canadian dollar; as well as the Polish zloty and the Hungarian forint.



In the modern world, these countries can modify their money supply a number of ways. Each country’s central bank can increase or decrease its own money supply as it sees fit. Most if not all of the time, this is done to regulate either the growth rate of the country’s economy or the inflation rate of the country’s economy, or sometimes both.

Central banks have many tools at their disposal to help achieve their growth and inflation goals. The most effective way is to change the money supply. If a bank ramps up the money supply of its home currency, it can spur economic growth, or even help a country pull out of a recession. On the other hand, if a country is experiencing growth too rapidly and there is high inflation, the central banks of the country can use tools to decrease the money supply. This decreasing of the money supply will then lead to a cooling of the economy and a lessening of the inflation rate.

Now that you know that a central bank can regulate money supply (and that it is done for a specific reason), you need to know how money supply affects the price of goods, including the price of commodities. Understanding how money supply affects the cost of commodities will help you make a better informed decision on your future commodities investments.

How Money Supply Affects Prices

There is often a change in the prices of goods when the money supply changes. To put it simply, the price of a good will go up when the money supply goes up. In other words, when there are more dollars in circulation, more people hold more dollars (on average) and they have more dollars to pay for the same amount of goods. If everyone wanted to buy a loaf of bread, and there were only 100 loaves of bread, then everyone would be pushing and shoving to get their opportunity to buy one of those 100 loaves of bread. In the modern world, they would push and shove with their money. The effect is that each person would try to fight off the other by bidding up the price of the one loaf of bread until the other person couldn’t afford it. The price of the bread would go up until it reached a point that people could barely afford. The price would stop at this point. This would be the selling price of the one loaf of bread.

In this example, say that everyone has $100 and the price of a loaf of bread is $10. People could not afford to pay more than $10 for the bread because they had other expenses such as rent, fuel, heat, haircuts, and so on.

If all of a sudden the money supply was doubled, and all of the people in the town now had $200 each, they would be able to spend more on the loaf of bread. This is true because they had more money to spend. Since the number of loaves of bread didn’t increase past the original 100 loaves, the bidding war would start up again until the price of the bread reached a new level, and then it would stop, as once again the people couldn’t afford to buy it at a higher price. In this example, suppose the price of the bread went to $20 a loaf after the added money supply.

This is an example of inflation through money supply. What happened is that the amount of dollars that people could buy with went up. Each person in the town had double the amount of dollars to spend, but the amount of bread didn’t increase.

This is a very simplified example of what has happened and will happen to the world’s economies after the banking/housing crisis of 2007–09. The banking and housing crisis beginning in 2007 caused many problems to the world’s economy. Many people lost their jobs and their wealth. Unemployment went up to 10 percent in some countries, and the price of valuables such as the stock market fell dramatically. The world fell into a deep recession. In an effort to ward off a depression, the central bankers of the world went on full alert and increased the money supply dramatically. By 2009–10, some economists were saying that the world had seen a four-fold increase in the quantity of money that was in circulation.

Additionally, the central bankers of the world were also lowering interest rates dramatically. This lowering of interest rates allowed commercial banks to lend at lower interest rates, which in turn allowed borrowers to borrow at lower interest rates. This has set the stage for more affordable borrowing and even higher amounts of borrowing, which is the intent and purpose of this action by the central bankers. The combined effect of more money in the system and an easier lending environment is yet to be determined, but one thing is certain: Once the world pulls out of the recession and back to full steam, there will be more people and businesses that have more dollars, euros, and pounds in their pockets. They will be spending this money on things that, for the most part, have not increased in quantity. More money, same amount of things, equals higher prices. Add to this the higher worldwide economic growth and with it more and more consumption of steel, rubber, oil, and other commodities, and there is a strong case for higher commodities prices in the future. A very strong case indeed.


CHAPTER 2

The Basics of Commodities


In this chapter you will learn what makes a commodity. You will also learn a bit about commodity futures, a common yet complex form of trading raw materials. You will also be introduced to other methods of trading and investing in raw materials such as commodities mutual funds and ETFs. You will also be introduced to the concept of investing in companies that mine, grow, or drill for commodities as a business, as this is also a viable investment method.



What Are Commodities?

Commodities are the group of assets that are based upon physical goods. In order to understand this fully, you must understand that other assets such as stocks, bonds, and mutual funds are based upon legal contracts with the companies that they represent.

On the other hand, when you invest in commodities, you are investing in a group of assets that has its value tied to the price of the actual physical thing. In this way, even a paper-based derivative such as a corn future has its upward and downward price movement based on the price of a bushel of actual corn. The same is true for those who trade oil in the spot markets.
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Even though traders are trading on an electronic exchange such as the NYMEX (New York Mercantile Exchange) and using a laptop computer to enter in their trades, what traders are really doing is betting upon the price of actual barrels of light sweet crude oil at the Cushing, Oklahoma, terminal hub.



At the same time, if you would like to add a precious metals portion to your overall investment portfolio, and you go a coin dealer and buy a 50-ounce bar of 0.999+ fine (pure) silver and five 0.900 fine 1918 French 20 Franc Rooster coins (which are 0.1867 ounces of gold each), you are also buying commodities. In this case you are buying the actual physical commodity.

Freely Interchangeable

Another key element to defining a commodity is the fact that each unit of a particular commodity is freely interchangeable with another unit of the same commodity. In this way a fully tradable barrel of North Sea Brent crude oil is considered to be of equal quality and quantity of every other tradable barrel of North Sea Brent crude oil. This is true if the barrel is traded on the Oslo exchange, on the London exchange, or in New York on the NYMEX.

The same standardization of size, quality, and full interchangeability is the hallmark of commodities trading worldwide. A good deliverable 400-ounce bar of 0.995+ fine gold is the same as a good delivery bar of a 400-ounce 0.995+ fine gold bar at any exchange in the world. When you go on an electronic exchange and buy and sell oil, corn, wheat, silver, gold, copper, lead, or cotton, you are buying and selling the rights and ownership of the same quantity and quality of these goods. While the mechanism of the trade might be an electronic (also known as a paper) contract to buy and sell at a later date, the physical good behind the contract is always fully interchangeable.
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While gold, silver, and copper coins and bars may be of different sizes and quantities, they too can be compared to each other in terms of their composition and weight. This makes one half-ounce gold coin worth very close to the price of every other half-ounce gold coin. The same is true for silver ingots and coins, and copper as well.



On the other hand, if you decide that you would like to accumulate gold, silver, or copper and own the actual physical metal, the coins or bars that you will buy might be of different weights, sizes, or fineness. Fineness is a term used to identify the purity of the metal in a bar or coin.

Commodities Basics

Commodities are the raw materials of all of the goods that are made and used today. There is not one good or service in the world that does not use commodities in some fashion. A company does not have to be the manufacturer of heavy equipment or other manufactured good to have a need for raw materials in its business. For example, consider the following supply chain showing how a clothing store at the mall depends on commodities:

CLOTHING STORE AT MALL



	Potash farmer in Canada harvests fertilizer
	oil



	Potash farmer ships fertilizer to Georgia cotton farmer
	oil



	Georgia farmer drives to warehouse to pick up fertilizer
	oil



	Georgia farmer fertilizes field
	oil, potash



	Georgia farmer plants cotton seed
	oil, cotton



	Georgia farmer gathers cotton crop
	oil



	Clothing manufacturer makes shirts
	oil, cotton, and electricity



	Store orders finished shirts and has them delivered
	oil



	Store keeps doors open and sells shirts
	oil (heat), electricity (lights, air)




As you can see from the list, commodities are integrated into almost all goods that are sold throughout the world. For example, accountants who work on computers all day use electricity to keep their offices open, lit, and heated, and to operate their computers; they use paper to print out forms and reports, and they buy cheeseburgers and fries for employees who work on Saturday afternoons.

If the company in question were a coffee house, there would be the natural gas in the fireplace, the wheat in the muffin, and the coffee beans in the espresso. If the company were as simple as someone running a newspaper route, there would be the wood pulp in the newspapers, the aluminum in the bicycle, the wool in the fall sweater, and the cocoa in the hot chocolate after the delivery run was over.
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