Index

o Numbers

9/11 attacks

impact on economy, 29

impact on energy bull market, 227-229
10-year interest futures, trading, 180-183
20-day moving average, explanation, 115
30-year interest futures, trading, 180-181
50-day moving average, example, 114
100-day moving average, explanation, 115
200-day moving average example, 114
1987, stock market crash, 205
1987-2007 Fed time line, 29

o/ o

activist protests, monitoring, 158
agricultural markets

considering crop years, 281-283

Deliverable Stocks of Grain, 288

influences on, 279-280

pollination risks, 289

reports, 287

risk premiums, 289

supply versus demand, 282

terminology, 287

trading, 290

using ETFs (exchange-traded funds), 281
airlines, considering as hedgers, 41
API (American Petroleum Institute), weekly

reports, 233

arbitrage, rules, 202-203
Asian currency crisis, occurrence, 29
at the money, definition, 57
at-the-money call

delta value, 58

gamma value, 60
averaging down, advisory, 318

ol e

back testing
definition, 116
trading strategies, 318-319
balance of trade report, using, 98
balance sheet, calculating net worth,
309-310
bands. See trading bands
bank reserve management system,
using, 27-28
bar charts
versus candlestick charts, 110
description, 107
using, 108
Barchart.com
charting for cattle futures, 266
open interest feature, 151
Web site, 104
base charting patterns, analyzing, 111-113
bear market
definition, 49
in oil, 235-236
oil supply, 97
U.S. dollar post 9/11, 228
bearish candlestick, description, 108-109
bearish open interest, explanation, 153
beef prices, impact of mad cow disease
on, 270
Beige Book report
availability, 84
release, 94
using, 92-94
Bernanke, Ben, 30, 36-37
Black-Scholes model, goal, 62
Bollinger bands
overview, 131-134
stock-index futures contracts, 217
trading with, 133-134
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Bollinger bands (continued)
versus trend lines, 134
using with other indicators, 133-134
watching for crude oil, 326
watching for oil market, 324
bond markets
arbitrage, 202
versus Fed, 165-166
impact of economic reports on, 98
impact of inflation on, 165
impact on Fed decisions, 223
versus stock market, 99
bond portfolio, using stock indexes
with, 213
bonds
buying by Fed, 36-37
calculating amounts of, 309
trading, 180-183
boom and bust cycles, time between, 28-29
borrowing money, trends, 23, 38
bottom
anticipating, 149
versus base, 112
Brady Commission, 42
Brazil, importance, 20
breakaway gap, explanation, 119
breakdowns
anticipating for selling short, 141
occurrence, 117
breakouts
buying, 139
occurrence, 116-117, 138
selling and shorting in downtrends,
140-141
brokerage account, minimum deposit for,
43-44
brokers
full-service versus discount, 300-302
using, 296
budget, preparing, 307
budget status, impact on currency
values, 187
building permits report, example, 95
building versus drawing down energy
inventories, 233-234

bull market

in 21st century, 16

commodities, 72

definition, 49

in energy post 9/11, 227-229

first stage of, 145

impact on bonds, 98-99

oil, 245

sentiment in, 145
bullish crossover, occurrence, 127
bullish engulfing pattern, example, 120
bullish open interest, explanation, 153
business assets, calculating

amounts of, 309

business cycle, definition, 28
business report, using, 90-91
bust and boom cycles, time between, 28-29
buy orders, using resistance lines with, 113

oo

call and put, buying, 215
call options
buying, 64
delta number, 58
explanation, 55-56
option writing, 64
candlestick bars, changes in size, 111
candlestick charts
advantages, 108-111
versus bar charts, 110
description, 107
doji patterns, 109-110
lower and upper shadows, 109
real body, 108
resource, 121
using, 108
candlestick patterns
engulfing, 120-121
example, 114
hammer, 121-122
hanging man, 121-122
harami, 122-124
variety, 123
capital gains, blending by IRS, 207
cash, calculating amount of, 309
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Cash Index (S&P 500), consulting, 213-214
cash settlement, S&P 500 Index, 210
cattle, accumulation and liquidation
phases, 266
cattle business
breeding process, 268
CME live cattle contract, 269-270
cow/calf operation, 267
feeder cattle contract, 269
packing plant, 268
cattle futures, charting resource, 266
Cattle Inventory Report, description, 274
cattle market
seasonal cycles, 271
technical analysis, 272
trading strategies and rules, 272
Cattle-on-Feed Report, consulting, 273
CBOE (Chicago Board Options Exchange),
45, 66, 154
CBOT (Chicago Board of Trade), 46,
168, 286
central banks
creation of money by, 27
versus Federal Reserve, 26
function, 30-31
gold sales by, 248-249
impact of actions on gold market,
251-252
purpose, 28
Certified Trading Advisors (CTAs)
choosing, 298-299
using, 296-298
chaos theory, impact on markets, 335-336
chart formations, interpreting, 323-324
chart patterns
bases, 111-113
head-and-shoulders, 116-117
limitations, 102
preparing for use of, 111
chart reading, guidelines, 103-104
chart types
bar, 107
candlestick, 107
charting services
Barchart, 104
choosing, 105-106
fees, 105

charting versus technical analysis, 103
chartist, definition, 82
charts
gaps and triangles, 118-119
interpreting with indicators, 126
monitoring divergence in, 261
organizing and monitoring, 260-261
reviewing after trades, 321
as tick-by-tick history, 102
trusting, 338
Chicago Board of Trade (CBOT), 46,
168, 286
Chicago Board Options Exchange (CBOE),
45, 154
Chicago exchanges, examples, 45-46
China phenomenon, 16-17, 35
Chinese economy, impact on copper
market, 258
circuit breakers
implementation of, 42
versus price limits, 209
climate change, impact on agricultural
markets, 279
CLZ5 and Exxon, RSI (Relative Strength
Indicator), 236
CME (Chicago Mercantile Exchange),
46, 266
coffee, trading, 290-291
Cold Storage Report
description, 274
example, 275-276
collar rule, S&P 500 Index, 209-210
commodities
bull market, 72
tendendies, 33
trading on CME (Chicago Mercantile
Exchange), 46
trading on NYBOT (New York Board of
Trade), 47
trading through ETFs, 281
commodities column, consulting in
MarketWatch.com, 233
commodity ETFs, resource, 68
commodity markets
actions related to, 22, 37-38
rise of, 23
commodity versus fiat money, 27
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computer requirements, 12
Conference Board survey
components, 91-92
Index of Leading Economic Indicators,
95-98
congressional investigations, monitoring,
158
consolidation, occurrence, 149
Consumer Confidence Report, using, 87,
91-92
Consumer Price Index (CPI) report, using,
89-90
contrarians, trading habits, 144, 158
conversion factor, definition, 181
copper
ranked use of, 254
trading strategy, 255-256
uses, markets, and contracts, 255
copper futures, charting, 256-260
copper market
impact of Chinese economy on, 258
as indicator, 248
monitoring charts, 260-261
copper stocks versus copper futures, 261
corn
versus soybeans, 288-289
use for ethanol, 267
corn futures, components, 286
corporate treasurers, hedging activity, 167
cow/calf operation, explanation, 267
CPI (Consumer Price Index) report, using,
89-90
crashes, effects of, 42
credit, tightening by Fed, 28
credit markets, calming, 36
credit-card balances, calculating amounts
of, 309
credit-card rates, raising, 165
crop risks, effect on markets, 289
crop years, considering in agricultural
markets, 281-283, 288
crops, influence of weather on, 282-283
crossover, negative versus positive, 128
crossrates
arbitrage, 202
calculating, 189-190
watching for Swiss franc, 201

crude oil
versus gasoline, 239
light, sweet, 237-238
moving averages and buy points, 327
crude oil contracts
components, 238
performing technical analysis, 326
crude oil futures
characteristics, 232
impact of Hurricane Katrina on, 241
reviewing, 328
crude oil, stockpiling, 97
CTAs (Certified Trading Advisors)
choosing, 298-299
using, 296-298
currencies. See also forex (foreign
exchange)
buying and selling on spot market, 189
ETFs (exchange-traded funds), 74-75
euro against dollar, 199
impact of news events on, 202
Japanese yen, 200
locations for trading, 189
nuances, 194
pairings, 188
Swiss franc, 201
tracking with long-term charts, 192, 194
trading, 189
trend changes, 193
trends, 191
UK pound sterling, 200
currency markets, counter-trend moves,
193
Currency Shares EuroTrust (FXE),
description, 75
currency trading
hardware and software, 194-195
timing, 203
currency values, influences, 186-187

o) e

Dallas Fed district, Beige Book publication,
93

day trading, 319

DBA (PowerShares DB Agriculture Fund)
ETF, description, 74
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DBB (PowerShares DB Base Metals Fund)
ETF, description, 74
DBC (PowerShares DB Commodity Index
Tracking Fund) ETF, description, 73
DBE (PowerShares DB Energy Fund) ETF,
description, 72-73
DBP (PowerShares DB Precious Metals)
ETF, description, 74
DCR (Macroshares Oil Down Tradeable
shares) ETF, description, 73
DDM (Ultra Dow 30 ProShares) ETF,
description, 71
delta values
determining for options, 58-59
versus gamma, 60
demand versus supply. See supply versus
demand
DGL (PowerShares DB Gold Fund) ETF,
description, 74
DIA (Diamond Shares) ETF, description, 71
Diamond Shares (DIA) ETF, description, 71
discount, trading stock-index futures at,
208
discount rate
adjustment by Fed, 164-165
lowering, 36
diversification, as protection, 338-339
DOG (Short Dow30 ProShares) ETF,
description, 71
doji patterns
dragonfly, 109
gravestone, 110
plain, 109
dollar. See U.S. dollar
dot.com boom, 29
double top, occurrence, 235
Dow Jones Industrial Average ETFs, 71
Dow Jones Newswires, consulting, 233
downtrends
base at bottom of, 112-113
euro, 128
selling and shorting breakouts in, 140-141
trend lines in, 135
drawdown, impact on oil supply, 97
drawing down versus building energy
inventories, 233-234

Drudge Report, scanning for soft sentiment
signs, 157

DXD (UltraShort Dow30 ProShares) ETF,
description, 71

oF o

ECB (European Central Bank)
versus Fed, 19, 30
mandate, 30-31
economic calendar, definition, 86
economic reports
balance of trade, 98
Beige Book, 92-94
Consumer Confidence, 91-92
consumer confidence numbers, 84-85
CPI (Consumer Price Index), 89-90
employment, 87-88
GDP (Gross Domestic Product), 96-97
housing starts, 94-95
Index of Leading Economic Indicators,
95-98
oil supply data, 96-97
PPI (Producer Price Index), 88-89
release, 86
Report on Business, 90-91
sources, 84-87
trading based on, 98-99
using, 85-86
economic sectors, researching, 93-94
economic variables, dominance, 16
economy
components, 83
versus oil prices, 225-226
EIA (U.S. Energy Information Agency),
weekly reports, 233
electronic brokerages, choosing, 194-195
Electronic Brokering Services (EBS) Web
site, 195
electronic spot trading
compiling charts, 191-194
overview, 190
emergency fund, prioritizing, 307
e-mini contracts
definition, 47
ES (S&P 500), 211
NQ (NASDAQ 100), 211
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employment report, components, 87-88.
See also job growth, impact
energy
bull market post 9/11, 227-229
versus oil, 222-223
seasonal cycles, 232
weekly cycle, 233
energy futures, beginning of trading in, 222
energy inventories, building versus
drawing down, 233-234
energy market ETFs, 72-74
energy markets, sentiment, 244-245
engulfing candlestick pattern, interpreting,
120-121
entry points
reviewing after trades, 321
setting, 142
setting for forex trading, 195-196
equity, risking on trades, 178-179
ES (S&P 500) e-mini contract, popularity,
211
ETF sponsor, management fee, 69
ETFs (exchange-traded funds)
advantages, 198
advisory, 69
appeal of, 67-68
currency, 74-75
Dow Jones Industrial Average, 71
energy market, 72-74
features, 68-69
versus LEAPS (long-term options), 69
metal market, 74
NDX (Nasdaq 100), 71
SPX (S&P 500), 70
trading commodities through, 281
using in long-term trading, 320
using in trading, 75-78
ethanol, use of corn for, 267
euro
Bollinger bands, 132-133
versus dollars, 18
moving averages example, 128
multi-year bull market, 191-192
trading against dollar, 199
Eurobond futures, globalizing, 169-170

Eurodollar contract, margins, 340
euro/dollar pairing, benefits, 314
Eurodollars

initial maintenance margins, 175

margin calls, 179

points and ticks, 175

prices, 175

setting stops for, 177-178

trading, 175-179

trading hours, 175

trading in short term, 172
European Central Bank (ECB)

versus Fed, 19, 30

mandate, 30-31
European economy, decline, 17-19
Euroyen contracts, globalizing, 169
EUR/USD currency pairing, 188
exchange clearinghouse, function, 45
exchange rates. See forex (foreign

exchange)

exchanges, conducting trading on, 44-47

exchange-traded funds (ETFs)
advantages, 198
advisory, 69
appeal of, 67-68
currency, 74-75
Dow Jones Industrial Average, 71
energy market, 72-74
features, 68-69
metal market, 74
NDX (Nasdaq 100), 71
SPX (S&P 500), 70
using in long-term trading, 320
using in trading, 75-78
exit points
reviewing after trades, 321
setting, 142
setting for forex trading, 195-196
expiration date
definition, 57
impact on options, 58
Exxon Mobil
considering as hedger, 41
XOI and OSX indexes, 235-236
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fair value, overview, 208
Fed, the
versus bond market, 165-166
buying bonds, 36-37
versus central banks, 26
versus ECB (European Central Bank),
19, 30
functions, 164
goals, 83, 225
increasing money supply, 27
mandates, 30
monitoring monetary policies, 34-35
objectives, 28-30
tightening credit, 28
Web site, 93
Fed Beige Book reports. See Beige Book
report
Fed decisions
impact of bond market on, 223
monitoring, 263-264
Fed funds futures, trading, 168
Fed funds, interest rate adjustments, 164
Fed Funds rate, target, 37
Federal Reserve. See Fed, the
Federal Reserve District Banks,
locations, 92
feed corn, components, 286
feeder cattle contracts, components, 269
feeder cattle futures, example, 272
feeder versus live cattle contracts, 269-270
fiat money
versus commodity money, 27
purchasing power, 28
financial data, organizing, 306-308
financial markets, relating money flows to,
22-23
floor broker, definition, 51
foreign currency, trading, 199-202
foreign exchange rates, internal and
external factors, 186
foreign policy, impact on currency values,
187

forex (foreign exchange). See also
currencies
compiling charts, 191-194
pip, 188
terminology, 188-189
forex trading
OCO (one cancels the other) orders, 196
requirements, 195
setting exit and entry points, 195-196
TPO (take profit orders), 196
fossil-fuel prices, impact on agricultural
markets, 279
France, historical data, 18
front month, definition, 49, 150
futures and options, margins in, 54
futures contracts
appeal of, 41
canceling and closing out, 45
characteristics, 43
checking expiration dates of, 43
consistency of, 45
criteria, 44-45
daily price limits, 43
definition, 39, 54
fair value, 208
types, 39
futures markets
link to spot market, 214
margins, 69
margins in, 51-52
movement, 35
futures traders
profile of, 10-11
success, 11-13
futures trading. See also trading
defining expectations, 304-306, 340
fundamental side, 13
goal-setting, 340
online survey of, 11
requirements, 12
resource, 10-11
technical side, 13
FX charts.com charting program, 106-107
FXE (Currency Shares EuroTrust),
description, 75
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gamma number, determining for options,
59-60
gasoline futures contracts
impact of Hurricane Katrina on, 240-242
overview, 238-239
trading strategies, 239-240
gasoline versus crude oil, 239
GBP/CHF crossrate, calculating, 190
GBP/USD currency pairing, 188
GDP (Gross Domestic Product) report,
using, 96
GDP deflator, definition, 32
Germany, historical data, 17-18
globalization, overview, 168-170
Globex trading system, features, 48-49
gold
investing in, 249
producers of, 249
sales by central banks, 248-249
trading, 250-252
gold futures
mini contracts, 251
trading, 251-252
gold market
impact of inflation on, 252
impact of U.S. dollar on, 252
gold prices
factors having impact on, 250
height of, 249
impact of U.S. dollar on, 250
impact of wars on, 252
international benchmark, 250
rise in, 248
government Web sites, 341-342
grain complex
corn, 286
soybeans, 284-286
grain development, stages, 283
grains and softs, trading, 280
The Greeks. See also options on futures
definition, 57
delta values, 58-59
gamma number, 59-60
theta number, 60-61
vega number, 61-63

Greenspan, Alan, 30, 36
Gross Domestic Product (GDP) report,
using, 96

o/ o

H (head) marking, using, 116-117
hammer candlestick pattern, interpreting,
121-122
hanging man candlestick pattern,
interpreting, 121-122
harami candlestick pattern, interpreting,
122-124
harvest risks, considering, 289
head-and-shoulders pattern, example,
116-117
heating oil futures, trading, 240-242
hedgers
characteristics, 40-41
versus speculators, 42
hedging
definition, 50
diversifying stock portfolios, 213-215
futures versus stocks, 212-213
overview, 166-167
stock-index futures, 206
hog market, overview, 270-271
hogs, expansion and contraction spectrum,
266
Hogs and Pigs Survey, consulting, 274
holder option buyer, definition, 40, 56
house starts, impact on copper market,
255-259
household survey, consulting, 88
housing starts report
checking, 262
release, 94-95
Hurricane Katrina
impact on energy markets, 244-245
impact on gasoline and crude oil futures,
240-242
impact on natural gas, 241-242
HV (historical volatility)
explanation, 62-63
versus IV (implied volatility), 62-63
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ICA (International Coffee Agreement),
purpose, 290
implied volatility (IV)
explanation, 62-63

versus HV (historical volatility), 62-63
index contracts. See stock-index futures

contracts
Index of Leading Economic Indicators,
95-98
index put/call ratio, overview, 154-156
India, importance, 20-21
indicators. See also moving averages;
sentiment indicators
back testing, 319
definition, 126
MACD (Moving Average Convergence
Divergence), 128-129
moving averages, 126-128
oscillators, 128-130
RSI (Relative Strength Indicator), 130
sentiment, 145
stochastic oscillators, 129
trading volume, 148-151
industrial metals
versus precious metals, 247
predicting trends, 254
inflation
controlling, 27
definition, 32
impact, 164
impact on bond market, 165
impact on currency values, 186
impact on gold market, 250, 252
impact on markets, 16
measuring with CPI (Consumer Price
Index), 89-90
versus money supply, 31-33
inflation targeting, 30
Institute for Supply Management (ISM)
report, consulting, 90-91, 262-263
interbank market, spot-market
trading on, 187
interest rates
following, 35
impact on currency prices, 186

impact on options, 58
lowering, 17, 27, 29, 34-36, 83, 165
manipulating, 36-37
monitoring trends on charts, 260
oil and energy, 223
versus oil prices, 225-226
predicting, 87
raising, 35, 164
yield curve, 170-171
interest-rate futures
resource, 176
trading, 173-174
intermarket spread, example, 52
International Coffee Agreement (ICA),
purpose, 290
international interest-rate contracts,
trading, 174
International Standardization Organization
(ISO) code, 188
intramarket spread, example, 52
investing versus trading, 310-311
investment information, Web sites, 342-343
Investor’s Business Daily, 101, 104
invoice price, definition, 181
IRS, blending of capital gains, 207
iShares DB Silver Trust (SLV) ETF,
description, 74
Islam, militant, 21
ISM (Institute for Supply Management)
report, consulting, 90-91, 262-263
ISO (International Standardization
Organization) code, 188
IV (implied volatility)
explanation, 62-63
versus HV (historical volatility), 62-63

o]o

Japanese yen, trading, 200
job growth, impact, 99. See also
employment report, components

oo

KCBT (Kansas City Board of Trade), 46
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labor shortages, impact, 93

LEAPS (long-term options) versus ETFs
(exchange-traded funds), 69

legal tender, definition, 26

lenders, hedging activity, 166-167

LIBOR (London Interbank-Offered Rate)
futures, globalizing, 168-169

life insurance fund, prioritizing, 307

limit day, definition, 150

limit order, setting for forex trading, 196

limit up day, definition, 150

liquidity, definition, 280

live charts, accessing, 106

livestock cycle, troughs and peaks, 266

livestock producers, hedging techniques,
271-272

livestock reports, interpreting, 275-276

loans, provision by Fed, 29

London Interbank-Offered Rate (LIBOR)
futures, globalizing, 168-169

London Price Fix, benchmark for gold
price, 250

long side, trading, 136

long versus short sellers, 40-41, 49

Long-Term Bond Exchange-Traded fund
(TLT) chart, 114, 123-124

long-term charts, drawing trend
lines on, 136

long-term trading, 320

losses, limiting, 50, 339

lumber, trading, 292

ol o

MO0-M2 money supplies, 31, 33-34
MACD (Moving Average Convergence
Divergence) indicator
example, 114
using, 128-129
Macroshares Oil Down Tradeable shares
(DCR) ETF, description, 73
mad cow disease, impact on beef
prices, 270

magazines, consulting, 345
Managed Accounts Reports, subscribing,
298
managed accounts, using, 296-298
margin calls
anticipating, 327
avoiding, 15
getting for Eurodollars, 179
stock-index futures contracts, 218
margins
futures and options versus stocks, 54-55
futures markets, 69
stock market, 69
margins, trading on, 51-52
market bottom. See bottom
market order, definition, 50
market sentiment. See sentiment surveys
market tendencies, back testing, 318
market to market, definition, 52
markets. See also trends
analyzing, 15
consolidation, 149
emergence, 20-21
following trends, 34
globalizing, 168-170
impact of inflation on, 16
inefficiency of, 173-174
linking, 42
response to news, 77-78
studying, 314
trading directions, 315
trends, 23
viewing long-term, 325
watching, 36
meat market reports
availability, 274
Cattle-on-Feed, 273
Hogs and Pigs Survey, 274
meat markets
phases, 266
seasonality, 267
supply versus demand, 266
Web sites, 266
meat prices, influences on, 276-277



metal market ETFs
DBB (PowerShares DB Base Metals Fund),
74
DBP (PowerShares DB Precious Metals),
74
DGL (PowerShares DB Gold Fund), 74
SLV (iShares DB Silver Trust), 74
metal markets
gold, 249-252
platinum, 253
silver, 253
technical analysis, 264
variety, 264
metals, precious versus industrial, 247-248
Mexico, role in NAFTA, 19
MGEX (Minneapolis Grain Exchange), 46
mini accounts, arbitrage, 203
mini contract, gold futures, 251
monetary exchange equation, 32
monetary recommendations for trading,
12, 336
money
in Fiat system, 26
making when prices fall, 13-14
managing, 14-15
origin, 27-28
money flows, relating to financial markets,
22-23
money supply
increase by Fed, 27
versus inflation, 31-33
M0-M2, 31
tendencies, 33
mortgages, rate increases, 165
Moving Average Convergence Divergence
(MACD) indicator
example, 124
using, 128-129
moving averages. See also indicators
20 days, 50 days, 100 days, 200 days, 115
advantages, 126
advisory, 126
comparing, 127
definition, 126
overview, 114-116
stock-index futures contracts, 217
using with Bollinger bands, 134
watching with oscillators, 130

multiplier effect, definition, 33
mutual funds. See ETFs (exchange-traded
funds)

o\ o

NAFTA (North America Free Trade
Agreement), 19
NASDAQ-100 Futures Index (ND), overview,
210
natural gas
impact of Hurricane Katrina on, 241-242
trading, 243
ND (NASDAQ-100 Futures Index), overview,
210
NDX (Nasdaq 100) ETFs, overview, 71
net worth
calculating, 308-310
risking, 311
New York Board of Trade (NYBOT), 47
New York Mercantile Exchange (NYMEX),
47
open-cry trading hours, 328
trading on, 222
trading platforms for futures, 237-238
news, response of market to, 77-78
newsletters, consulting, 345
North America Free Trade Agreement
(NAFTA), 19
note futures, trading, 180-183
NQ (NASDAQ 100) e-mini contract,
popularity, 211
NYBOT (New York Board of Trade), 47
NYMEX (New York Mercantile Exchange),
47
open-cry trading hours, 328
trading on, 222
trading platforms for futures, 237-238

o () o

OCO (one cancels the other) orders,
placing in forex, 196
oil
bull market, 245
non-OPEC sources, 227
suppliers, 231

Index 357
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oil markets
analysts’ weekly reports, 233
checking technical status, 326
resource, 218
responding to supply reports, 234
supply versus demand, 229-231
oil prices
versus economy, 225-226
fluctuation, 232
forecasting via oil stocks, 235-237
impact of rise in, 224-226, 244-246
versus interest rates, 225-226
oil stocks, monitoring changes, 235-237
oil supply data, obtaining, 96-97
oil versus energy, 222-223
one cancels the other (OCO) orders,
placing in forex, 196
online brokerages, choosing, 105-106,
194-195
OPEC (Organization of Petroleum
Exporting Countries)
members, 226
oil supplied by, 231
open interest
charting, 151
falling markets, 152-153
flat, 153
overview, 151
rising trend, 152
sideways markets, 152
versus volume, 156-157
open-cry system, use of, 47-48, 328
option price
fluctuation, 61
influences on, 57-58
option traders, types, 56
option writing, using call options, 64

Options Analysis Software, availability, 63

options mispricing, definition, 62
options on futures. See also The Greeks

advice, 66

calls, 55-56

choosing, 63

effect of time on, 60-61

puts, 56

requirements, 54

resources, 66, 218

S&P 500 futures contract specifications,

64-65

strategy, 64-65
terminology, 57
options writers, rule of thumb, 55
optionsXpress.com charting program,
106-107
orders
calling in, 329-330
filling and matching, 44
types, 49-50
Organization of Petroleum Exporting
Countries (OPEC)
members, 226
oil supplied by, 231
oscillators
definition, 128
MACD (Moving Average Convergence
Divergence), 128-129
RSI (Relative Strength Indicator), 130
RSI as early-warning system, 325
stochastics, 129-130
stock-index futures contracts, 218
using with Bollinger bands, 134
watching with moving averages, 130
0SX and XOI indexes versus Exxon Mobil,
235-236
out of the money, definition, 57
Out of Town Report, description, 274
overbought market
definition, 103
occurrence, 129
oversold market, occurrence, 129

opPe

peak oil concept, overview, 226-227

perception versus reality, considering in
pricing, 281

Phelps Dodge, impact on copper market,
255-259

pigs. See Hogs and Pigs Survey, consulting

pip in forex, occurrence, 188

pit, definition, 50

platinum, trading, 253

political activity, monitoring, 158

political stability, impact on currency
values, 187

pork-belly contracts, components, 271
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portfolio insurance
impact on stock market, 205
puts as, 56
portfolio risk, determining, 55
portfolios, diversifying, 213-215, 338-339
positions
calculating moves in, 55
entering, 23, 38
leaving open, 331
positive divergence, definition, 128-129
Powers, Mark, Starting Out in Futures
Trading, 10-11, 42
PowerShares ETFs, overview, 72-75
PPI (Producer Price Index) report, using,
88-89
precious versus industrial metals, 247
premium
definition, 57
trading stock-index futures at, 208
premium erosion, impact on options, 60
price actions, predicting, 118-119
price limits versus circuit breakers, 209
price margin, definition, 41
price targets, setting, 320
prices
breakout relative to, 116
calculating current strength, 129
measuring at producer level, 88-89
pricing, perception versus reality in, 281
prime rate, raising, 165
Producer Price Index (PPI) report, using,
88-89
profitable positions, managing, 316-318
profits
locking in, 50
protecting against losses, 317-318
taking, 215-216, 340
PSQ (Short QQQ Proshares) ETF,
description, 71
put and call, buying, 215
put options
delta number, 58
explanation, 56
strategies, 64
put/call ratios
abnormalities, 155-156
index, 154-156

as sentiment indicators, 153-156

total, 154

using as alert mechanisms, 155
pyramiding, 317

OQ.

QID (UltraShort QQQ ProShares) ETF,
description, 71

QLD (Ultra QQQ Proshares) ETF,
description, 71

QQQQ (PowerShares Trust) ETF,
description, 71

o R e

real estate, calculating amount of, 309
reality versus perception, considering in
pricing, 281
real-time quotes, obtaining, 106
refinery capacity in U.S., condition, 230
Relative Strength Indicator (RSI)
as early-warning system, 325
Exxon and CLZ5, 236
hedge trade for stock portfolio, 213-215
overview, 130
Report on Business, using, 90-91
resistance lines, characteristics, 114, 117
retail market, spot-market trading on, 188
retirement plan, prioritizing, 307, 309
reversal
anticipating, 132
trading, 315
reversal pattern, harami candlestick,
122-124
risk exposure
limiting, 43-44, 50, 52
measuring with vega, 61-63
risk free, definition, 180
risk premium, definition, 288
risks, measurements of, 57-61
RSI (Relative Strength Indicator)
as early-warning system, 325
Exxon and CLZ5, 236
hedge trade for stock portfolio, 213-215
overview, 130
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S (shoulder) marking, using, 116-117
S&P 500 Cash Index, consulting, 213-214
S&P 500 futures contract specifications,
64-65
S&P 500 (SPX) ETFs, example, 76-78
savings plan, prioritizing, 307
scratch trade, definition, 340
SDS (UltraShort S&P 500 ProShares) ETF
description, 70-71
shorting, 75-78
seasonal trends, back testing, 318
seat on exchange, buying, 44
secular bull market, definition, 228
security analysis, charts, 107
self-employed people, consulting report, 88
sell orders, support levels, 113
sell stops, setting, 142, 331
selling into breakdown, 141
selling short, 13-14, 70, 141
sell-short orders, support levels, 113
sentiment
bull market, 145
energy markets, 244-245
as indicator, 145
sentiment indicators. See also indicators
developing, 159
put/call ratio, 153-156
sentiment surveys
Barron’s, 146
Consensus, Inc., 145-146
features, 146-147
Market Vane, 146
pros and cons, 146
as trend-following systems, 147
usefulness, 147
setups
looking for, 138-139
preparing for, 326-328
SH (Short S&P 500 ProShares) ETF,
description, 70
Short Dow30 ProShares (DOG) ETF,
description, 71
Short QQQ Proshares (PSQ) ETF,
description, 71
short selling versus short-term trading, 135

short versus long sellers, 40-41, 49
shorting the market, 13-14, 70, 141
short-term charts, using, 138
short-term trading versus short selling, 135
silver
as hybrid metal, 253
producers of, 253
trading, 253
SLV (iShares DB Silver Trust) ETF,
description, 74
soft sentiment signs, using, 157-158
softs
coffee, 290-291
definition, 280
lumber, 292
sugar, 291-292
software, availability, 62
soybean complex
soybean contracts, 284-285
soybean meal, 285
soybean oil, 285-286
soybeans versus corn, 288-289
SP (S&P 500) stock-index futures, overview,
209-210
SPAN (Standard Portfolio ANalysis of risk),
55
SPDR S&P 500 (SPY) ETF
description, 70
purchase, 76
speculating
definition, 9-10
stock-index futures, 206, 216
speculators
characteristics, 40, 42, 50
hedging activity, 167
spot market
buying and selling currency, 189
link to futures market, 214
spot-market trading
example, 196
interbank market, 187
overview, 187-188
retail market, 188
spreads
options on futures, 55
reducing risk with, 52
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SPX (S&P 500) ETFs, overview, 70-71,
SPY (SPDR S&P 500) ETF
description, 70
purchase, 76
squeeze, occurrence, 132
SSO (Ultra S&P 500 Shares) ETF,
description, 70
standard deviation, definition, 131
Standard Portfolio ANalysis of risk (SPAN),
55
stochastic indicators, overview, 129-130
stock indexes
Dow Jones Industrial Average, 71
NDX (Nasdaq 100), 71
SPX (S&P 500), 70-71
stock market crashes
effects of, 42
occurrences, 205
stock market versus bond market, 99
stock portfolios, diversifying, 213-215
stock-index futures contracts
avoiding margin calls, 218
Bollinger bands, 217
concentrating on, 218
developing personal philosophy, 217
e-mini, 211
hedging, 206
limiting risk, 217
moving averages, 217
ND (NASDAQ-100 Futures Index), 210
origin, 205
oscillators, 218
researching, 217-218
selling, 218
SP (S&P 500), 209-210
speculating with, 216
versus stocks, 212-213
tax consequences, 207
time factors, 207
trading, 206
trading at discount, 208
trading at premium, 208
trading on CME, 46
trading strategies, 212-216
stocks
calculating amounts of, 309
margins, 54, 69
versus stock-index futures contracts,
212-213

stop-loss order
definition, 49-50
setting for forex trading, 196
stops
setting for Eurodollars, 177-178
tightening, 331
using, 316
STP (straight through processing),
requirement, 194
straddle, definition, 215
strategies. See trading strategies
strike price, definition, 57
subprime mortgage crisis, 29, 36
successes versus failures, 322
successful tests, using with trend lines, 136
sugar, trading, 291-292
supply fear, occurrence, 289
supply reports for energy, responding to,
234
supply versus demand
agricultural markets, 282
charting considerations, 103-104
checking indicators, 262-263
consumer prices and inflation, 89
definition, 22, 38
energy markets, 229-231
equation, 51
meat markets, 266
support chart point, explanation, 113
support levels, characteristics, 114
support versus resistance, 117
SV (statistical volatility)
explanation, 62-63
versus IV (implied volatility), 62-63
swing line, definition, 215
swing rule, calculating, 215-216
swing trading, 139-140, 316
Swiss franc
as safe haven, 202
trading, 201

oJ e

take profit orders (TPO), placing in
forex, 196

target rate, announcement, 37

taxes in futures markets, rates, 207

T-bill futures, trading, 179-180

T-bill margins, value of, 55
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technical analysis. See also trends
benefits, 113
versus charting, 103
interpreting, 262-263
oil markets, 326
resources, 103-104, 107, 123
reviewing after trades, 321
using, 13, 102-104
technical divergence, occurrence, 261
terminology
agricultural markets, 287
futures markets, 49-51
options on futures, 57
theta number, determining for options,
60-61
tick
definition, 106
of Eurodollars, 175
time premium, rate of decline, 60-61
time-frame analysis, accessing, 106
TLT (Long-Term Bond Exchange-Traded
fund) chart, 114, 123-124
T-note and T-bond futures, volatility, 172
T-notes, trading, 180-183
top versus bottom and base, 112
total put/call ratio, calculation, 154
TPO (take profit orders), placing
in forex, 196
trade management
using brokers, 296, 300-302

using CTAs (Certified Trading Advisors),

296-298
using trading managers, 299-300
traders, types, 40-42
trades
deciding on, 313-314
evaluating results, 320-321
learning from experiences, 322, 332
making decisions about, 331
reviewing, 332
risking equity on, 178-179
trading. See also futures trading
basing on energy supply reports, 234
with Bollinger bands, 133-134
contemplating before entering, 337
day, 319

determining time frame, 171-173

implementation, 296-298

intermediate-term, 319-320

versus investing, 310-311

justifying, 304-305

long side, 136

long-term, 320

making living by, 306

managed accounts, 296-298

with market momentum, 315-316

as part of overall strategy, 305

process, 47-51

reversal, 315

setting time frame, 319-320

as speculating, 9-10

terminology, 49-51

with trend lines, 134-137

with trends, 337-338
trading bands

Bollinger, 131-134

definition, 130
trading books, consulting, 344
trading collar, definition, 150
trading directions, 315
trading envelopes
trading managers, considering, 299-300
trading opportunities, looking for, 138
trading place, designation of, 44
trading plan, reviewing, 328-329
trading range, defining, 113, 117
trading small, 339-340
trading strategies

back testing, 116, 318-319

copper, 255-256

designing, 324

gasoline futures contracts, 239-240

stock-index futures contracts, 212-216
trading volume, analyzing, 148, 150-151,

156-157

trailing stops

definition, 50

using, 142
transactions

negotiating, 45

rules related to, 44-45
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trend changes, indicating with harami
pattern, 122-124
trend lines
versus Bollinger bands, 134
definition, 135
drawing, 137
drawing on long-term charts, 136
forex (foreign exchange), 191
moving average as, 114-116
trading with, 134-137
trends. See also markets; technical analysis
depicting with candlestick charts,
108-111
in economic reports, 86
examples, 16
following, 34
following via sentiment surveys, 147
identifying, 137-138
interpreting in charts, 111
monitoring on charts, 260-261
spotting changes in, 38
staying with, 132
tracking, 138
tracking via moving averages, 126-128
trading with, 337-338
triangles, occurrence on price charts,
118-119
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UDN (PowerShares DB U.S. Dollar Bearish
Fund), description, 75
UK pound sterling, trading, 200
Ultra and UltraShort ETFs, 70-71, 75-78
unemployment rate, trends, 88
UNG (United States Gas Fund) ETF,
description, 73
United Kingdom, strengths, 19
University of Michigan, consumer
confidence survey, 92
uptrends
base at top of, 113
trend lines in, 135
U.S. (United States), deficits, 20
U.S. Department of Agriculture (USDA)
Web site, 287

U.S. dollar
impact on gold market, 250, 252
pairing with euro, 314
trading euro against, 199
U.S. dollar index, overview, 197-198
U.S. Energy Information Agency (EIA),
weekly reports, 233
U.S. Oil Fund (USO) ETF, description, 72
U.S. Treasury yield curve, example,
170-171
USD/CHF currency pairing, 188
USD/JPY currency pairing, 188
USO (U.S. Oil Fund) ETF, description, 72
UUP (PowerShares DB U.S. Dollar Bullish
Fund), description, 75

oo

velocity, definition, 32
volatility
decrease, 132
definition, 41, 61
historical (HV), 62-63
impact on options, 57-58
implied (IV), 62-63
measuring with vega number, 61-63
occurrence, 173-174
T-note and T-bond futures, 172
weather markets, 283
volume. See trading volume, analyzing
volume indicators, limitations, 150

o[/ o

wars, impact on gold prices, 252
washout, definition, 148
weather
impact on housing starts, 95
influence on crops, 282-283
Web sites
Active Trader, 104
American Stock Exchange, 68
Barchart.com, 104, 151, 266, 343
Barron’s Online, 146
Bloomberg, 233
CandlesExplained.com, 343
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Web sites (continued)

CBOE (Chicago Board Options Exchange),
66, 154

CBOT (Chicago Board of Trade), 46, 168,
286, 343

CFTC (Commodity Futures Trading
Commission), 341-342

charting program, 106-107

Chicago Board of Trade (CBOT), 343

Chicago Board Options Exchange, 45

Chicago Mercantile Exchange (CME), 343

CME (Chicago Mercantile Exchange), 46,
266, 343

collar rule, 210

commodity exchanges, 343

Commodity Futures Trading Commission
(CFTC), 341-342

Consensus, Inc. sentiment survey, 145

Consensus National Futures and Financial
Weekly, 345

crossrates, 189

currency ETFs, 75

currency trading, 185

Deutsche Bank, 68

Drudge Report, 157

EBS (Electronic Brokering Services), 195

ETFs (exchange-traded funds), 68

Fed Board of Governors, 341-342

Federal Reserve, 93

Financial Sense.com, 248

Futures, 104, 345

FX charts.com, 106-107, 343

Globex trading system, 48

gold sales, 248, 251

government, 341-342

The Greeks, 57

Hightower Report, 345

ICA (International Coffee Agreement), 290

interest-rate futures, 176

investment information, 342-343

Investor’s Business Daily, 104, 342

ISM (Institute for Supply
Management), 91

Joe-Duarte.com, 343

KCBT (Kansas City Board of Trade), 46

Kitco.com, 251

Managed Accounts Reports, 298

Market Vane sentiment survey, 146

MarketWatch.com, 233, 343

meat-market data, 266

MGEX (Minneapolis Grain Exchange), 46

New York Board of Trade (NYBOT), 47

Nostradamus, 195

NYMEX (New York Mercantile Exchange),
47, 222, 238, 343

Ohio State University meat-market data,
266

oil markets, 218

optionsXpress.com, 106-107

Reuters.com, 233, 343

St. Louis Fed, 341-342

stockcharts.com, 107

Technical Analysis of Stocks &
Commodities magazine, 63, 104, 345

USDA (U.S. Department of Agriculture),
287, 341-342

Weather Bulletin (USDA), 283

World Gold Council, 251

whipsaws, occurrence, 126, 144
writer option buyer, definition, 56

o X o
XOI and OSX indexes versus Exxon Mobil,
235-236

oyo

yen, trading, 200

yield curve
overview, 170-171
shapes on, 172
tracking, 173



