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Actual, definition, 187
Agriculture, water

consumption, 38
Alfalfa growers, water usage,

38
American Gass Association

(AGA) report, 141
American option, definition,

187
American Petroleum Institute

(API) report, 63
American-style options, 109
Approved delivery facility,

definition, 187
Arbitrage, definition, 187
Assisted accounts, 171
Associated person (AP),

definition, 187–188
At the market, definition, 188
At the money, definition, 188
Automatic exercise,

definition, 188

Back months, definition, 188
Back office, definition, 188
Backwardation, definition,

188
Bar charts, 118–119

comparison, 122f
Basis point, definition, 188
Basis quote, definition, 188
Basis risk, definition, 189
Bear, 72

definition, 189
spread, definition, 189

Bear market, 72
definition, 189
rally, definition, 189

Beef commodities, 30–31
Beta (beta coefficient),

definition, 189
Bid, definition, 189
Bid-ask spread, definition,

189

Black, Fischer, 147
Blackboard trading,

definition, 189
Black-Scholes model, 147

definition, 190
Body, 121
Bourse de Montreal

exchange, 162
Break, definition, 190
Breakout, 128
Broker-assisted trading, 170
Brokers

definition, 190
interaction, 95–97
questions, 54–55, 172
selection, 171–173

process, 172
traits, 96

Bull, 72
definition, 190
market, 72

definition, 190
spread, definition, 190

Bullion, definition, 190
Bullish bias, 131
Buoyant, definition, 190
Bureau of Labor Statistics,

information, 140
Butter and Egg Board, 154
Buyer

definition, 191
right/obligation, 108

Buyer’s market, definition,
181

Buying hedge (long hedge),
definition, 191

Buy (or sell) on close,
definition, 191

Buy (or sell) on opening,
definition, 191

Buy signal, 67

Calendar spread, 110
definition, 191

California
irrigation, amount, 38
water users, ranking, 38

Call, definition, 191–192
Call option, 86, 90
Candlestick charts, 119–123

comparison, 122f
sample, 120f

Candlestick formation,
elements, 121f

Cash
commodity, definition, 192
market, definition, 192
price, definition, 192
settlement, definition, 192

Cattle on feed, information,
65

Cattle ranchers, water usage,
38

Charting, definition, 192
Chartist, definition, 192
Charts, patterns, 124–128
Chicago Board of Trade

(CBOT), 26, 159–161
Denatured Fuel Ethanol

futures contract,
development, 156–157

formation, 2
Chicago Mercantile Exchange

(CME), 26, 154–155,
159–161

Globex system, 52,
158–159

Child deaths, World Health
Organization
estimates, 38

Clean coal technology
(CCT), usage, 30

Clearing
definition, 192
number, definition, 193
organization, definition,

193
Clearinghouse, 90
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Close, definition, 193
Closing out, definition, 193
Closing price/range,

definition, 193
Coal commodities, 30
Cocoa commodities, 31–33
Coffee commodities, 31–33
Coffee Sugar and Cocoa

Exchange (CSCE), 26
Commercials, position, 64
Commissions

definition, 193
expectations, 96
myths, 95–96
payment, 95–97
rate, improvement, 96
value/worth, 96–97

Commitments of Traders (COT)
report, 64, 139

Commodities
advice, 45–50
barriers, cessation, 51–60
basics, 51–52

knowledge, 169–170
commissions, 176
conclusion, 40–41, 185
entries, 34–36
exchanges, 157–161
expiration, 177
future, anticipation, 99
futures

markets, 167–168
spreads, advantage, 84

increase, 9–10
margins, usage, 177–178
membership, privileges,

44–45
novices/professionals,

separation, 168–169
option, definition, 193
planning, requirement, 169
pool, definition, 193–194
price index, definition, 

194
questions, asking, 182
reports, usage, 65
standbys, 25–34
trading

entry, 167–170
money, requirement, 

174
Commodities Exchange

Center (CEC), 14
Commodities markets, 1

changes, 23
evolution, 161–165

history, 2
education, 56–57

language, translation/
deciphering, 65–75

repetition, 56–57
resources, 2–3
secrecy, element, 168

Commodity Exchange
(COMEX), 25–26

Commodity Futures Trading
Commission (CFTC),
51, 54, 140

regulation, 170
report, 64, 139

Commodity pool operator
(CPO), definition, 194

Commodity trading advisor
(CTA), 54

definition, 194
Computer screens, usage, 159
Confirmation statement,

definition, 194
Congestion, definition, 194
Contango, definition, 194
Contingency orders, 7
Contracts

definition, 195
electronic trading,

selection, 161
future, identification,

161–165
grades, definition, 195
size, definition, 195
success/failure, reasons,

155–157
Conversion, definition, 195
Corn

bar chart, sample, 118f
Belt, drought, 59

Corner, definition, 195
Correction, definition, 195
Cotton commodities, 31–33
Cotton farmers, water usage,

38
Counterparty

definition, 195
risk, definition, 195

Countertrend trading,
definition, 196

Cover, definition, 196
Covered option, definition,

196
Crack spread, definition, 196
Crop Progress Report, 65
Crop reports, impact,

142–143

Crop year, definition, 196
Crude oil, 74

trading, 135
Crush spread, definition, 196

Daily price limit, definition,
196

Day order, definition, 197
Day traders, 74

definition, 197
Deck, definition, 197
Delivery

data, definition, 197
definition, 197
month, definition, 197
notice, definition, 197

Delta, 109
definition, 197–198
margining, definition, 198
neutral, definition, 198

Delta-based margining,
definition, 198

Denial, 10
Deposit, definition, 198
Discipline

absence, advice, 48–50
impact, 105–106
importance, 19–21
rules, 8–9

Disclosure document,
definition, 198

Discount, definition, 198
Discretionary account,

definition, 198
Dividend sum, 147
Dollar Index market/pit, 15,

123
Dow Jones U.S. Water Index,

37
Downside risk, determination,

145–146
Downtrend, 125

descending triangle, 127f
Due diligence, 173–176

Electricity, commodity, 34–35
Electronic markets, evolution,

160–161
Electronic trading, 170

cost effectiveness, 160
revolution, 52
speed, 159
transparency/integrity, 160

Elliott Waves, 57–60
definition, 198
Theory, 57
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Emotions, advice, 50
Employment numbers,

impact, 140
Energy commodities, 28–30
Energy Information Agency

(EIA) report, 63, 141,
145

Entry strategies, 105–106
Equity

definition, 198–199
traders, advice, 92

Euronext, 162
European Currency Unit

(ECU), 156
European option, definition,

199
European-style options, 109
Exchange

definition, 199
minimums, 91

Exchange for physicals (EFP),
definition, 199

Exchange-traded fund (ETF),
27–28

Exercise
definition, 199
price (strike price), 109

definition, 199, 220
Exit strategies, 105–106
Expiration, 177
Export demand/drought,

combination (1970s),
59–60

Exxon Valdez disaster, 40

Face/hand signals, 70f–71f
Fair value, 145–146
Fast market, definition, 199
Federal Open Market

Committee (FOMC),
139

Federal Reserve
announcements, impact, 

63
decisions, impact, 139

Fill, definition, 200
Fill or kill (FOK) order,

definition, 200
Final settlement price,

definition, 200
Financial instruments,

definition, 200
Financial settlement,

definition, 200
FINEX, trading, 156
Finger signals, 69f

First notice day, definition, 200
Flags, 128
Floor broker, definition, 200
Floor trader

definition, 200
secrets, 43–44, 77

Floor trading, screen trading
(contrast), 158–159

Food Control Act (1918), 154
Forward contract, definition,

201
Forward market, definition,

201
Forward months, definition,

201
Free market, 157–158
Free on board (F.O.B.),

definition, 201
Front month, definition, 201
Full-service commissions,

payment/service, 173
Fundamental analysis

definition, 201
style, 148–150
usage, 138–148

Fundamental forces, impact,
138–148

Fundamentals
exclusive usage, timing,

134–135
finding/following, 138–143
flaws, 150
pricing, analysis, 144–146

Fundamental technicians, 8
Fundamental trades

(confirmation/denial),
technicals (usage),
149–150

Fungibility, definition, 201
Futures

cash, comparison, 146–148
charting, 117–128
contract, definition, 202
electronic support,

158–159
future, 153, 161–165
options, 86

definition, 202
price, definition, 202
risk, 102–103
time value, 101–102

Futures commission merchant
(FCM), definition,
201–202

Futures market participants,
identification, 71–72

Gamma, 109
definition, 202

Geopolitical news, impact,
142

Global energy
demand/supply,
impact, 141–142

Global markets, boundaries
(absence), 160

Global water pollution, World
Bank estimate, 38

Glossary, 187
Going long, 104
Gold commodities, 25–27
Gold/silver ratio, definition,

202
Good this week (GTW)

order, definition, 202
Good till canceled (GTC), 7,

78
example, 81
order, 94

definition, 202
Grades, definition, 202
Grading certificate, definition,

202
Grain

production, water usage, 
38

report, impact, 142–143
Grain Futures Act, definition,

203
Grantor, definition, 203
Greed, advice, 48–50
Greeks, knowledge, 108–109,

111
Guarantee, 90

Hand/face signals, 70f–71f
Handheld terminal,

definition, 203
Hand signals, 69f

buy signal, 67f
confidentiality, 66
practicality, 66
sell signal, 67f
speed/efficiency, 66

Head and shoulders
definition, 203
pattern, 132f

Heavy metals, commodities,
28

Hedgers, 6
identification, 71–72

Hedging, definition, 203
Henry Hub, definition, 203
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Historical volatility,
definition, 204

History
lesson, 59–60
repetition, 56–57

Horizontal spread, definition,
204

Hunt brothers, silver debacle,
26

Hurricanes, impact, 3–5

Illiquid markets, 55
Implied volatility, definition,

204
Impulse wave, wave

structures, 58f
Information, sources (insider

following), 63–65
Initial margin, 91–93

definition, 204
Instrument, definition, 204
Intercommodity spread,

definition, 204
Interdelivery spread, 82

definition, 204
Interest rates

impact, 139
information, 65

Intermarket spread, 82
In the money, definition, 204
In-the-money option, 27
Intrinsic value, definition, 

205
Introducing broker (IB),

definition, 205
Inverted market, definition,

205
Investor oath, 18–19
Invisible supply, definition,

205
Iowa Electronic Markets, 163

Large trader, definition, 205
Last notice day, definition,

205
Last trading day, definition,

205
Legging, 93
Leverage, definition, 206
Life of contract, definition,

206
Limit order (LMT/OB), 7,

73
definition, 206
example, 79

Limit (up/down)
definition, 206
only, definition, 206

Liquidation, definition, 206
Liquidity, advice, 50
Liquid market, definition, 206
Live cattle

good till canceled order,
example, 81

limit order, example, 79
market order, example, 78
order, example, 82
stop order, example, 80

Live quotes, delayed quotes
(contrast), 175

Locals, 6
definition, 207
usage, 92–93

Locked limit, definition, 207
London International

Financial Futures
Exchange (LIFFE),
162

Long, definition, 207
Long options, 109–110
Long straddle, example, 112t
Long strangle, example, 112t
Long the basis, definition,

207
Los Angeles (city), water

usage, 38
Losses (running), clarity

(necessity), 47–48
Lot, definition, 207

Maintenance margin, 91–93
Manipulation, definition, 207
Margins, 52, 90

brokers, control (absence),
96

call, 55
definition, 208

contracts, risk/reward
value, 179

definition, 207–208
policies, 177–178
reasons, 55–56
usage, 90–91

Market if touched (MIT), 73
order, definition, 208

Market maker, definition, 208
Market on close order,

definition, 208
Market on opening order,

definition, 208

Market order (MKT), 73
definition, 209
example, 78

Marketplace, change, 155
Markets

action,
forecast/explanation,
138–148

avoidance, 178–180
chasing, ineffectiveness, 88
entry/exit strategies,

105–106
entry point, timing,

132–133
language, change, 74–75
numbers, impact, 143–144
reaction, 143–144
shorting, 104
trading

avoidance, 179
example, 154–155
options, usage, 86

Mark to market, definition,
209

Married to a position
(phrase), 50

Maturity, definition, 209
Maximum drawdown, clarity

(necessity), 46
Maximum upside,

determination,
145–146

Meats reports, impact,
142–143

Meeting places, 51
Member rate, definition, 209
Merton, Robert, 147
Michigan’s Consumer

Sentiment Index
(MCSI), 141

Minimum price fluctuation
(minimum tick),
definition, 209

Minneapolis Grain Exchange,
trading, 156

Momentum, definition, 209
Moving average, usage, 132
MTBE, ban, 156
Multiplier, 46

Naked option, definition, 
209

National Futures Association
(NFA), 51, 54

definition, 209–210
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registration, 173
web site, 53

National Weather Service, 163
Natural gas inventories,

information, 65
Nearby delivery month,

definition, 210
Nearbys, definition, 210
Net position, definition, 210
New York Board of Trad

ethanol contract, 157
New York Cotton Exchange

(NYCTN), 17, 26
floor, 44

New York Mercantile
Exchange (NYMEX),
26

Next day, definition, 210
Noise, filtration, 61–62
Nonmember traders,

definition, 210
Notice day, definition, 210
Notice of intent to deliver,

definition, 210
Numismatics (coins),

purchase (opinion),
181–182

Offer, definition, 211
Offset, definition, 211
Oil, EIA report, 65
Oil-producing countries,

impact, 142
Omnibus account, definition,

211
One-cancels-the-other

(OCO) order, 72
definition, 211

Online trading, 171
Opening

definition, 211
price (range), definition, 211

Open interest
advice, 50
definition, 211–212
information, 64

Open orders
definition, 212
examination, 94

Open outcry
definition, 212
evolution, 157–158

Options
advice, 88–89
basics, 86–88, 108–112

buyer, definition, 212
buying/writing, contrast,

108
definition, 212
leverage, 86
prices, 89–91
pricing model, definition,

212
risk limitation, 86
spreads, 110
stop-loss orders, broker

avoidance, 181
tactical usage, 110–112
terms, 86
time value, examination, 88
trading

bargains, 89
reasons, 178

usage, 85–88
writer, definition, 212

Orange juice (OJ)
commodities, 31–33

Or better order (OB), 73
Orders

secrets/toolboxes, 77–81
Order types, 72–74
Organization of Petroleum

Exporting Countries
(OPEC)

activity, 142
supply, 64

Original margin, definition,
213

Out of the money, definition,
213

Out-of-the-money options,
90

Out-of-the-money strike
prices, avoidance,
88–89

Outright, definition, 213
Out trade, definition, 213
Overbought, definition, 213
Overnight markets, trading

considerations, 179
Overnight trade, definition,

213
Oversold, definition, 213
Over the counter (OTC),

definition, 214

Paralysis by analysis, 100
Pennants, 128

example, 129f
formation, example, 131f

Performance bond, 90
Physical commodities,

purchase (opinion),
181–182

Pits
definition, 214
locals, presence, 7
recognition, 51
traders, secrets, 77

Point-and-figure
chart, sample, 124f
definition, 214

Point-and-figure charting,
123–124

Pork bellies, definition, 214
Position

definition, 214
limit, definition, 214
trader, definition, 215

Premium, definition, 215
Price discovery, definition,

215
Price signal, 67–68
Primary market, definition,

215
Professional traders

difference, 19–21
method, importance, 19
reports, usage, 64–65
win-win-strategies, usage

(reasons), 103–107
Profit and loss management,

106–107
Profits

focus, 85–88
limitlessness, 86
maximization, 175–176
objectives, clarity

(necessity), 46
opportunities, 3–6
protection, clarity

(necessity), 47
taking, advice, 46–47

Proprietary account,
definition, 215

Public, definition, 215
Purchase and sale (P&S)

statement, definition,
214

Put, definition, 215
Put option, 86

Quantity signal, 68
Quotation, definition, 216
Quotes services, necessity, 175
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Rally, definition, 216
Range, definition, 216
Reaction, definition, 216
Real body, 121
Real estate futures, 163–164
Recovery, definition, 216
Resistance, 125, 128

definition, 216
Resource trading,

fundamentals, 137–138
red flags, 150

Resting order, definition, 216
Retail customer, definition,

216
Retail sales, impact, 141
Reversal, definition, 216
Reverse conversion,

definition, 216–217
Reverse crush spread,

definition, 217
Rice farmers, water usage, 38
Ring, definition, 217
Risk

avoidance, 52–53
limitation, 86

Risk/reward ratio, definition,
217

Round turn, definition, 217
Runners, definition, 217

Scalp, 74
Scalpers, 6

definition, 217
Scholes, Myron, 147
Schwager, Jack (writings), 18
Seasonal patterns, knowledge,

102–103
Seat, definition, 217
Securities and Exchange

Commission (SEC)
definition, 218
regulation, 170

Self-directed accounts, 171
cost, 96–97

Self-directed trading, 171
Self-regulatory organization

(SRO), definition, 218
Sellers’ market, definition,

218
Selling hedge (short hedge),

definition, 218
Selling short, 103–105
Sell signal, 67
Settlement

definition, 218
price, definition, 218

Shad-Johnson agreement
(1982), 162

Short, definition, 218
Short options, 109–110
Short selling, definition, 219
Short straddle, example, 112t
Short strangle, example, 112t
Short the market, 104
Silver commodities, 27–28
Single stock futures, 161
Small quick profits, taking

(advice), 47–48
Soft, definition, 219
Softs reports, impact,

142–143
Solar power

commodity, 35–36
problems, 35

Sold-out market, definition,
219

Soybean meal commodities,
33–34

Soybean oil commodities,
33–34

Soybeans commodities, 
33–34

Spanish Futures and Options
Exchange (MEFF),
162

Speculators, 6
definition, 219
identification, 72

Spot
commodity, definition, 

219
definition, 219
month, definition, 219
price, definition, 219

Spreading, 74
Spreads

definition, 219–220
hedging opportunities, 84
liquidity, reduction, 84
outright trade, absence, 84
profit potential, limitation,

84–85
volatility/prices, reduction,

84
Spread trading, 81–85

advantages, 84
confusion, 85
disadvantage, 84–85
margin payment, reduction,

84
transaction/commission

costs, increase, 84

Squeeze, definition, 220
Standard & Poor’s 500 Index

(S&P500)
cash index, 146
futures, trading, 103
spot price (SPX), 146–147

Steger Report, 149
Stocks

commissions, 176
commodities, contrast,

176–178
expiration, 177
margin, usage, 177–178

Stop-close-only order,
definition, 220

Stop-limit order, definition,
220

Stop movement (absence),
clarity (necessity), 47

Stop order (STP), 73
definition, 220
example, 80

Straddle, 110
definition, 219–220

Strangle, 110
definition, 220

Strike prices, 89–91, 109
definition, 199, 220

Sugar commodities, 31–33
Support, 125

definition, 221
Sydney Futures Exchange

(SFE), 165

Tails, 121
Talking your book, 131
Tax audit, 55
Technical analysis, 116–118

advantage, 132–133
criticism, 131–132
definition, 221
formations/patterns, 125,

128
interpretation, 134

Technical analysis, principles,
56–57

Technical fundamentalists, 8
Technicals, exclusive usage

(timing), 134–135
Technical support, 130f
Technical trading, 116–117

advantages/disadvantages,
128, 131

Technical trend trading,
115–133

Tender, definition, 221
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Terminal elevator, definition,
221

Terrorism futures market, 163
Terrorism risk futures, 163
Theta, 109
Thin markets, 55

danger, 178–179
Tick, 119

definition, 221
Time decay, definition, 221
Time frame, selection,

102–103
Time-of-day order,

definition, 221
Time spread, definition, 222
Time value, definition, 222
To-arrive contract, definition,

222
Trade deficit, 63
Traders (pit traders)

advice, 62–63
big picture, advice, 48
definition, 222
investor oath, 18
questions, 180–182
report, commitments,

139–140
secrets, summary/

conclusion, 97–98
Trades

planning, 100–103
risk, 102–103
seasonal factors, 102

Trading
account funding, amount,

174
account opening, 170–171
action plan, fine-tuning,

93–95
cost reduction, 175–176
future, anticipation, 99
lingo, knowledge, 68–71
losses, reduction, 106–107
plan, clarity (necessity), 46
profit, maximization,

175–176
rules, 8–9

ranking, 182
screen, advantages/

disadvantages,
159–160

sins, ranking, 182
technical/fundamental

elements, balance,
133–135

trends, 57
Trading floor

advice, 182
definition, 222
error, 180–181

Trading pits
accomplishment, 16–17
entry, 13
insider view, 6–7
schedule, 15–16

Transaction
costs, 85
definition, 222

Transferable option/contract,
definition, 222

Treasury bill (T-bill)
definition, 222
interest rate, 147

Treasury bond (T-bond),
definition, 222

Treasury note, definition, 
223

Trendline, definition, 223
Trends, 115

conclusion, 135–136
definition, 223
following, 115–116
mixed messages,

examination, 1
15–133

terms, 125, 128
trading, examination,

115–116
Tunnel vision, avoidance,

132–133

Unable, definition, 223
Underlying, 26
Underlying commodity,

definition, 223
Unemployment

claims, information, 64
numbers, 63

Upstairs trading, 158
Uptrend, 125

ascending triangle, 126f
reversal pattern, 132f

U.S. rivers/lakes, pollutants
(entry), 38

Value, discovery, 146–148
Variable price limit,

definition, 223
Variation margin, definition,

223
Vega, 109

definition, 223
Vertical spread, definition,

224
Visible supply, definition, 224
Volatility

definition, 224
spread, definition, 224
trading, definition, 224

Volume, information, 64
Volume of trade, definition,

224

Warehouse receipt, definition,
224

Water
absence, 38
commodities, 37–40
crisis, facts, 38–40
futures, 165
opportunities, 39
supply/demand, profit,

37–38
utilities, number, 38

Wave
count, rules, 58–60
formulations,

patterns/rules, 59f
Weather

derivative, definition, 224
futures, 164–165

Wicks, 121
Win-win strategies, usage,

103–107
World Health Organization,

sanitation study, 37
World population, running

water (usage,
numbers), 38

Writer, definition, 225
Writing naked option, 92

Yield curve, definition, 225
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