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Lords of the ring: Nymex local Eric
Bolling, center, hollers an order amid
the throng of traders on the floor.

After a five-year rally, the

commodities market has

turned ugly. As prices tumble
and hedge fund firms such as
Amaranth reel, floor traders

brace for a wild ride.
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COMMODITIES
CRUNCH

By Edward Robinson

- At 7:55 a.m., five minutes before the opening bell, An-
thony Compagnino and Michael Ragazzo huddle in their
office on the New York Board of Trade floor—a booth
with a dozen telephones and no chairs—to plot their
next move in the cocoa pit. “I should have picked a less
stressful job, like bomb defusing,” says Ragazzo, a com-
modities broker at East Coast Options Services.

After five years, the rally in commodity prices has hit
awall. For two days, Ragazzo and Compagnino, his boss,
have been selling cocoa futures as prices have plummet-
ed 15 percent. Hedge funds that have been riding the
richest commodities boom in a generation have dumped
cocoa en masse, upending the market.

Now, on July 19, the guys at East Cost Options agree
that the worst is over. Compagnino, 46, wearing a blue
and gold trader’s jacket, hustles to the top rung of the
cocoa pit, the tiered ring where trading takes place.
Ragazzo, 48, in a matching coat, takes up a position
nearby, a phone to each ear.

The bell sounds—and all hell breaks loose. One floor
broker barks a bid to buy cocoa for September delivery
for $1,517 a metric ton. Another hollers an offer to sell at
$1,507. The traders down in the pit can't settle on a
price. Compagnino starts selling.

“Thirty Seps at 18! Thirty Seps at 18!” Compagnino
thunders, offering to sell 30 September contracts on
cocoa for $1,518 per ton.

The fate of a single futures contract is just one worry
for New York Board of Trade brokers and their counter-
parts around the world. The Reuters/Jefferies CRB Price
Index, which tracks a basket of 19 commodities, sank to
313.73 on Sept. 11, its lowest level since March 9, 2005.
Since May, the index had lost almost 12 percent as crude
oil fell to less than $65 a barrel and gold slid below $600
an ounce. After doubling to a 24-year high of 19.3 cents
a pound on Feb. 3, sugar plunged 40 percent.

For traders like Compagnino, that was no small mile-
stone. The decline marks the market's first reversal since
2001, when China’s voracious appetite for raw materials
and trades by the $1.2 trillion hedge fund industry com-
bined to send prices soaring.

The question now is whether the drop is nothing
more than a hiccup in a bull market that still has years
to run—or the start of a commodities bust.



