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Pricing power: signal versus noise  
 

ñThe individual has always had to struggle to keep from being overwhelmed by the tribe. If you try 

it, you wi ll be lonely often, and sometimes frightened. But no price is too high to pay for the 

privilege of owning yourself. ò ï Friedrich Nietzsche.  

 

It has become increasingl y accepted wisdom that commodities  prices now seem to be cau ght  in 

something of a speculative bubble ï that speculators, in other words, have steered commodities 

markets away from their economic fundamentals,  and are in turn triggering the growing 

impoverishment and in some cases starvation of the peasantry  in  the developing world. (As Rio 

Tintoôs chief economist Vivek Tulpule  wrote earlier this week, high prices by themselves do not 

automatically constitute a bubble.  It is difficult to argue, however, with Michael Jones of RiverFront 

Investment Group who suggests that commodities are near - term overbought. )  

 

But cou ld it be that commodities prices ï those of oil, gold, industrial metals, foodstuffs ï whilst 

evidently reflecting leveraged capital inflows are also, and more profoundly, reflecting a reality of 

decades of underinvestment now crashing horribly into a hist oric surg e in global  demand ?  

 

To an extent, debates about the role played by speculators ï whether leveraged or not ï in the 

agricultural markets play a subsidiary role to the price action itself given the current and prospective 

human cost. As RJH Adams  is surely right to claim,  

 

ñ..the crux of the matter is that at these price levels the leveraged flows into grain are an imminent 

source of great harm. Expectations of price volat ility or, where rough rice is concerned, 

straightforward price rises are promoting hoarding, export controls and a vicious cycle of more 

leveraged buying. Meanwhile, in Port -au -Prince and company, rising food expenditures have been 

reducing real wages by l arge, double digit percentage amounts.. For it does not take much of this to 

cause catastrophe ï even though the end result, in due course, will be lower prices. The last grain 

boom in 1972 -5 saw a major famine in Bangladesh triggered by a tripling of rice  prices over a three -

month period in 1974. A million, on some estimates, died.ò 

 

 
(Source: Der Spiegel)  
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