A

A-class shares/B-class shares/C-class shares, 93
Action, in order placement, 43
Active management, 91, 115, 132, 136,
143, 146
Active trading, 12, 62, 64, 178, 312, 422
Adams Express Company, contact
information, 102
Advancing market, 200-201
Adverse events, impact of, 312
Adverse price movement, 343344
Adzuki beans, 122
AG Edwards, 435
Aggressive traders, 330-331, 353
Agricultural products, 8, 12, 427-428
AIM
Energy (FSTEX), 96
Gold & Precious Metals (FGLDX), 99
Airline industry, 6-9, 119
Alcan Inc. (AL), 75
Alcoa, Inc. (AA), 75, 80, 370
Alternate fuels, 78
Alternative energy/conservation solutions,
379, 390
Aluminum
characteristics of, 122
information resources, 155
stocks, investment in, 71
top producers of, 75-76
Aluminum Association, 155
Aluminum Corporation of China (ACH), 76
American Airlines, 9
American Century Global Gold (BGEIX), 98
American Century Investments, contact
information, 100
American Depository Receipts (ADRs), 67
American Depository Shares (ADSs), 67
American Forest and Paper Association, 159
American Stock Exchange (AMEX), 67, 140
Analysis paralysis, 445

Index

Anglo American plc (AAUCK), 71-72
AngloGold Ashanti Ltd (AU), 72
Annual returns

index ETFs, 137

index mutual funds, 131

stock market investments, 96-99
Apex Silver Mines Limited (SIL), 73-74
Arbitrage, 104-105, 136
Arbitrageurs (arbs), 20-21, 136
Archer Daniels Midland (ADM), 86-87
Arrive contracts, 16
Ascending base patterns, 382-383, 397
Asking price, 2
Asset-based sales, 92
Asset classes, 116-117, 146
At the market orders/trades, 45, 300
At-the-money (ATM) options, 27, 234, 271
Authorized participant (AP), 105-106
Automated trading systems, 346, 358
Automatic investment program (AIP), 94
Average annual returns, 97
Average daily volume, 375-376, 397
Average Directional Index (ADX)

characteristics of, 192-193, 208

defined, 192

trading applications, 193-195
Average price/earnings (P/E), 96, 98-99, 131
Average true range (ATR), 292-293, 295
Average volume, 67-68. See also Average daily

volume

Aviation fuel, 77

B

Back-end load, 92

Backtesting, 308-309, 330

Backwardation, 126

Bank of Nova Scotia, 110

Bankruptcy, 76

Bar charts, 178, 184-186, 189, 196, 201,
249, 304, 306, 347, 406407

485
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Barclays Bank plc, 141-142
Barclays Global Investors, 110
Barley, 149
Barrick Gold Corporation (ABX), 72
Bartering, 106
Basis, 32-33, 63, 407
Bearish divergence, 205, 207
Bearish investors, 39
Bearish market, 277
Bearish trades, 229
Bearish trends, 175, 179, 182
Bear spreads
call, 277, 458
characteristics of, 28-30, 47
put, 268271, 277, 457
Beating the market, 115, 145, 360, 437
Benchmarks
defined, 118
growth stocks, 395, 397
index investing, 125
mining stocks, 70
mutual funds, 91
natural gas, 407
Berkshire Hathaway, 89-90
Best-case scenarios, 254
Bid(s)/bidding process, 2—4, 35
Bid-ask spread, 43, 93
Binaries, 61-62
Black, Fischer, 236
BlackRock Advisors Inc.
contact information, 102
GI Res (BACAX), 96
Global Energy & Resources (BGR),
101-102
Black-Scholes option pricing model, 236
Blended tax rate, 129
Bollinger, John, 195
Bollinger Bands
calculation of, 195-196
defined, 195
development of, 195
trading applications, 196-199, 208
Bond investing, 130
Bottoms
double, 296, 387-388, 397
double buy, 197
signal of, 167
Bounce back markets, 200
BP plc (BP), 79-80
Breakeven, options trading, 249, 252-254,
261. See also specific types of options

INDEX

Breakout(s)
defined, 202
Elliott Wave trades, 230
false, 202, 204, 206
growth stocks, 379, 381-382, 386-390, 397
implications of, 205
pattern, 202
source of, generally, 197, 200
support and resistance, 202-203
triggers, 230, 386
Broker(s), see specific types of brokers
commissions, 36, 419-422, 434-435, 444
dealer agreements, 97
electronic trading, 421
fees, 420, 444
FCMs compared with, 430
functions/roles of, 13, 35, 44, 106, 108,
113, 143, 299-300
initial contact, 421
licensure requirements, 420, 422
prospective, listing of, 434-435
relationship with, 420, 421, 444
selection, see Broker selection
types of, 40
Brokerage/brokerage firms
accounts, 141
commissions, 100, 104, 116
discount, 444
ETFs, 106
full-service, 423, 434, 444
industry, history of, 444
maintenance margin, 39
margin calls, 164-165, 286
online, 444
short sales, 109
web sites, 434-435
Broker-assisted trades, 421, 435
Broker selection
electronic trading, 433, 436
influential factors, 423, 435
margin, 424425, 435-436
needs assessment, 421-423
recommendations from friends, 420,
434-435
Brown Brother Harriman & Co., 111
Buffett, Warren, 89-90
Bullion, 19, 59, 105, 109-111, 134, 144
Bullish divergence, 204-205, 207
Bullish flag pattern, 390
Bullish Gartley, 394
Bullish investors, 39
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Bullish market, 262, 277
Bullish trends, 170, 175, 178, 181-182
Bull market, 160
Bull spreads
calls, 265-268, 277, 457
characteristics of, 29-30
puts, 458
Bunge Limited (BC), 87
Butter, electronic trading, 431
Butterfly spreads, 271-277, 279, 459
Buy
defined, 35
limit orders, 45
signals, 182-183, 185, 192, 197, 333, 361
stop orders, 46
Buy and hold strategy, 219, 365
Buyer(s)
price discovery process, 34
roles of, 1-4
Buy low, sell high strategy, 109, 239

C

Calendar spread, 277
Call options
breakeven points, 253
buying strategies, 243
characteristics of, 26-27, 231, 234,
236-238, 278-279, 441
covered, 464
exit strategies, 243244
Greek examples, 240-242
hedging, 256-257
long/long position, 246, 265, 259-262,
265, 277, 455
short, 456
speculation, 255
spreads, 265-268
writing guidelines, 245-247
Call ratio backspread, 277
Capital allocation, 333, 362

Capital gains, 90, 105-106, 109-110, 134, 136

Capital-intensive industry, 71

Capitalization, 139

Capital requirements, determination of, 311,
317-324

Capitulation, 389, 395

Capped futures, 61-62

Card clockers, 36

Carnival, 9

Carrying costs, 20

Case studies
Joy Global Inc., 387-390
MEMC Electronic Materials, Inc., 383-387
Ormat Technologies, Inc., 390-392
World Fuel Services Corporation, 391-395
Cash, generally
accounts, 106
-based transactions, 108, 134
burners, 377
flow, 70, 377-379, 385, 396
market, 16, 20, 31-33, 62
-settled contracts, 61
Catalysts, seasonal patterns, 400-401, 404,
417, 441
Catastrophic loss, 312, 359
Cattle, 12. See also Feeder livestock; Live
cattle
Central Fund of Canada (CEF), 101-102
Central Group Alberta Ltd., contact
information, 102
Chart/charting
analysis of, 26
benefits of, 180, 419
patterns, see Chart patterns
seasonal patterns, 399-406
Chart patterns
ascending, 382-383, 397
cup-and-handle, 384-386, 397
double bottom, 197, 296, 387-388, 397
double tops, 392
flags, 390
flat base, 380-381, 395
Gartley, 394
pennants, 382
W, 390, 392, 394, 396397
Cheese, electronic trading, 431
Chevron Companies (CVX), 80-81
Chicago Board of Trade (CBOT)
e-cbot electronic platform, 128, 426427, 444
electronic trading, 426-427, 436
functions of, generally, 13, 17, 27, 435
going public, 37
history of, 426
index investing, 121
margin requirements, 284-286, 450, 452
options trading, 232-233
order execution, 44
pits/rings, 35
popular commodity contracts, 51-54
seasonal patterns, 409

web site, 421, 426, 435
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Chicago Board Options Exchange (CBOE)
Futures Exchange (CFE), 60-61, 452
Volatility Index, 452

Chicago Butter and Egg Board, 54

Chicago Mercantile Exchange (CME)
electronic trading, 436
functions of, 13
Globex system, 143, 407, 429-432
going public, 37
history of, 426
index investing, 121, 128, 138
margin requirements, 450-452
order execution, 44
popular commodity contracts, 54-55
TRAKRs, 144
web site, 421, 429—430

China, economic growth in, 11, 66, 401

Choppy markets, 160

Class A/Class B/Class C shares, 92

Clearing firm, 36

Clearinghouses, 5, 36, 38, 48—49, 63, 158, 407

Closed-end funds (CEF)
characteristics of, 100-101, 104
information resources, 102—103

Closed-End Fund Association (CEFA), 102

Closing prices, 169, 202, 205, 290

Coal/nuclear, 380

Cocoa/cocoa contracts
characteristics of, 23-24, 62, 64, 320
14-day ADX, 194
futures, 296-297
index investing, 120, 124
information resources, 157—158
margin requirements, 286, 425, 452
as noncomputerized commodity, 433
popularity of, 56
sample contract specifications, 451

Coffee/coffee contracts
characteristics of, 2, 8, 12, 62, 64, 320
gaps and, 294
index investing, 120, 124
information resources, 157-158
margin requirements, 286, 291, 425, 452
moving averages, 174
as noncomputerized commodity, 433
popularity of, 56
sample contract specifications, 451
Sugar and Cocoa Exchange, 55
supply factors, 163

Collar
protective, 464
spread, 277, 464

Collateral, 119, 126, 128, 132, 138
Commission(s)
characteristics of, 35, 40, 116, 444
electronic trading, 421, 434435
index investing, 116
trailing, 92
types of, 42
Commodity/commodities, generally
actively traded, 12, 62, 64, 422
analysis, fundamental vs. technical, 25- 26
characteristics of, 1-7, 11, 62—-64, 438
clearinghouses, 38, 63
counter-cyclicality of, 116
deliveries, 17, 21-22, 48-50, 63—64
electronic trading, 36-37
exchanges, 2, 4-5, 13, 34, 37, 63
forward contracts, 16-17
inverted, 22
long-term investors, 9
modern commodity trading, 17-19
need for, 15-16
open interest, 50-51, 64
options spreads, 26—30
orders/order placement, 4348
popular contracts, by exchange, 51-62
speculators, 16-18, 23-25, 62-63
spot market vs. futures contracts, 16,
19-22, 62
trading, historical perspective, 426
trading pit, 34-36
types of, 1-2
volume, 22, 50-51, 64
Commodity brokerage representative,
licensure requirements, 420, 422
Commodity contracts, see specific types of
commodities

futures contracts distinguished from, 6-8, 13

index investing, 134

Commodity Futures Trading Commission
(CFTC), 34, 430

Commodity markets

bad days, 359-360

dealing with, 358

great days, 358-359

how they work, 438-439

nature of, 340342

quiet days, 358

starting small, 360-361
Commodity pool operator (CPO), 317
Commodity producers, 67-68
Commodity-related areas, growth in,

379-380



Commodity-related stocks
commodity-backed open-end funds, 93,
103-109
cotton, 87—-88
energy, 77-83
exchange-traded funds (ETFs), 109-113
lumber, 83-84
metals, 68—77
mutual funds, 90-109
soybean products, 86-87
sugar, 85
value of, 88-90
Commodity Research Bureau (CRB)
CRB Commodity Yearbook, 153, 161, 399
CRB Encyclopedia of Commodity and
Financial Prices, 154
contact information, 154
functions of, 65, 128, 145
Commodity Research Bureau Index (CRBI),
118-120, 123-125, 145
Commodity stocks
cyclicality of, 89
S&P 500 vs., 89
Commodity trading advisor (CTA), 317
Computerized trading, 1, 4, 174, 436. See
also Electronic trading; Online
revolution
Concept factor, 377-378
Concept growth, 377-378
Condor spread, 277
Confidence, importance of, 354, 357
Confirmation, 197, 204-206, 381,
392, 395
ConocoPhillips Company (COP), 79-80
Conservation, 379
Consolidation, 223, 385
Construction industry, 83
Consumer
preferences, 152
spending, 9
Consumption, demand vs., 149-150, 160
Contango, 126
Contingences, in order placement, 43
Contingency plans, 336, 339, 346
Continuation patterns, 397
Continuous Commodity Index (CCI), 120,
128, 157
Contract, generally
specifications, 450-451
sizes, standardized, 17
Contrarian investors, 135

Contratrends, 397
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Copper/copper contracts
characteristics of, 2, 69, 200, 320
14-day ADX, 194-195
14-day stochastics, 186
information resources, 155
margin requirements, 286, 425, 452
popularity of, 57, 59
sample contract specifications, 451
stocks, 70
top producers of, 74-75

Copper Development Association, 155

Corn/corn contracts
characteristics of, 2, 36, 43, 313, 320
e-cbot electronic platform, 427
entry strategy, 329-332
14-day relative strength indicator, 189
14-day stochastics, 184-185
gaps, 294
index investing, 122
information resources, 156
margin requirements, 285, 291, 452
options trading, 237-241
popularity of, 51-52
sample contract specifications, 450
seasonal patterns, 413
technical analysis example, 185

Corporate veil, 37

Corrective testing, 395

Correlation, 66

Cost basis, 110

Cotton/cotton contracts
characteristics of, 62, 64, 320
fundamental analysis example, 157
gaps, 294
index investing, 120, 124
information resources, 159
margin requirements, 286, 291, 425, 452
popularity of, 56-57
sample contract specifications, 451
3-day relative strength indicator, 191
top producers of, 87-88
25-day relative strength indicator, 190-191

Cotton Incorporated, 159

Counterparties, 135

Countertrends
impact of, 89, 393
indicators, 188, 196

Crack spread, 58

CRB Commodity Yearbook, 153, 161, 399

Creation
ETF index funds, 134-135
unit, 104—-105



490

Credit risk, 142
Credit Suisse Commodity Return Strategy
(CRSAX), 131-132
Crossovers, moving average, 170-171, 176177
Crowd psychology, 336-337
Crude oil/crude oil contracts
characteristics of, 2, 4, 22, 35, 38, 46,
320, 442
electronic trading, 432
gaps, 294
index investing, 127
with MACD indicator, 180
margin requirements, 286, 291, 425, 453
options trading, 249-251, 253-254,
260-261
popularity of, 57
sample contract specifications, 451
seasonal patterns, 402, 405
Cruise industry, 9
Cup-and-handle patterns, 384-386, 389, 397
Currencies, types of, 320
Custody fee, 141
Cyclical businesses, 370
Cyclicality, 89, 383, 385

D

%D, 184-185

Daily momentum value, 205

Data Transmission Network (DTN), 128

Day orders, 44-45

Day traders, 176, 305, 440

Dealer agreement, 97

Debt instruments, 130

Declining market, 167, 200

Deer in the headlights syndrome, 312

Default, 17

Deferred deliveries, 20, 30, 32

Deferred option, 29

Deliveries, importance of, 17, 21-22, 48-50,
63-64

Delivery month, 43, 48-49

Delivery notices, 49

Delta Airlines, 9, 240-241

Delta and Pine Land Company (DLP), 88

Delta-neutral strategy, 251

Demand, 149-150, 160. See also Supply and
demand

Derivatives, 121, 127, 130, 231, 278

Deutsche Bank Liquid Commodity Index
(DBLCI), 118-119, 122-125, 127

Diesel fuel, 77

INDEX

Direxion Commodity Bull 2X (DXCLX),
131-133
Discounts/discounting, 49, 100, 111, 410.
See also Brokerage, discount
Divergence, 204-207
Diversification
among markets, 312-315, 334
defined, 313
importance of, 117, 308, 353, 439
among trading methods, 315-317, 334
Dividends, 68, 90, 95, 112-113, 141, 281-282
Do-it-yourself investors, 423, 434
Dollar-cost averaging (DCA), 94
Dollar Index, 451
Domestic bond investors, 115
Double bottom
buy, 197
pattern, 296-297, 387, 397
Double top, 392
Dow Industrials, 320
Dow Jones
Index, 450, 452
U.S. Basic Materials Index, 133
U.S. Energy Index, 139
U.S. Oil & Gas Index, 133
U.S. Oil Equipment, Services, &
Distribution Index, 133
U.S. Precious Metals Index, 133
Dow Jones-AIG Commodity Index (DJ-AIG)
characteristics of, 118-119, 123, 125, 128
mutual funds, 132
Total Return, 121
Downside
breakeven, 252
risk, 257, 276
Downtrends, 191-192, 199, 222,
227-228, 258
Drawdowns, 309-311, 318, 321-323, 361
Dreyfus Premier NR (DNLAX), 96
Drought, economic impact of, 152, 163
Dual cyclicality, 386
Dual rebalancing policy, 122
DWS
AARP GId (SGLDX), 99
Commodity Securities (SKNRX), 131-132
Global Commodities (GCS), 101, 103
Gold & Pr I (SGDAX), 99
Scudder (Deutsche Bank), contact
information, 103
DWS-Scudder’s Commodity Securities Funds
(SKSRX), 121
Dynegy Inc. (DYN), 82
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E

Earnings
growth, 371-373
information resources, 373
report, impact of, 396, 440
significance of, 112-113
Earnings per share (EPS)
growth, 371, 375
implications of, 69-70
Economic downturns, 89
Ego, 349-350, 352, 367
8-day simple moving average, 178-179
Elasticity, 78, 150, 160
Electricity futures, 407
Electronic trading

benefits of, 36-37, 63, 295, 300-301,-432,

444445

broker roles, 424

at CME, Globex system, 429-431

future directions for, 434

at NYMEX, 430, 432

order placement, 44
Elliott Wave analysis

applications, generally, 230, 441

defined, 209

development of, 210

Fibonacci numbers, 213-217

Fibonacci time ratios, 217218

trend reversal trades, 224-229

trends, trading with, 219-224

Wave 5 buy/sell setup, 224-225, 230, 441

Wave 4 buy/sell setup, 222-223, 230, 395

Wave principles, 210-213, 230
Elliott Wave Theory, 26, 219, 393, 395, 397
Emotionally-driven trades, 339-340
Emotional response, control of, 441
Energies, types of commodities, 320
Energy, generally

funds, 94-95, 130

futures, 126

information resources, 155

markets, 22

products, see Energy products

stocks, see Energy stocks
Energy products

characteristics of, 12, 62, 64

electronic trading, 432

index investing, 123

margin requirements, 425
Energy stocks, characteristics of, 77-78,

95-96. See also specific types of energies

Eni S.p.A. (E), 79-80
Enterprise Products Partners L.P. (EDP), 81-82
Entry
signals, 166, 174, 176
strategies, 196, 329-330
Equilibrium price, 151, 161
Equity
curve, 414-416
fluctuations, 313
implications of, 40-41
investors, 69
margin and, 129
mutual funds, 107-109
swings, 322, 353
Ethanol/ethanol contracts
e-cbot electronic platform, 428
electronic trading, 431
information resources, 156
popularity of, 55
Evergreen Pr Mtl (EKWAX), 98
Excess Return contract (CERT), 128
Exchange-traded funds (ETFs)
characteristics, 100, 113, 145
cost basis, 110
defined, 103-104
electronic trades, 422
growth stocks, 395
index, see Exchange-traded index funds
information resources, 112
long shares, 462
mutual funds distinguished from, 134-135
mutual fund purchase/sale model, 135-136
open-end, 121
short shares, 463
stock market trades, 104-112
Exchange-traded index funds, 122, 134-135,
138-140, 145-146, 462-463
Exchange-traded notes (ETN)
index investing, 122, 141-143
iPath, 143
Exchanges
delivery rules, 48—49
futures, 128
going public, 37
margin requirements, 40
membership requirements, 37
popular contracts, 51-62
price limits, 44—45
seat on, 37
types of, 2, 4-5, 13, 34, 37, 63
U.S., 34
web sites, 421
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Exit
signals, 166, 174
strategy, 196, 230, 306, 354-355, 405-406
Exotics, index investing, 122, 124
Expectations
importance of, 311-312, 388, 396, 413
realistic, 337-340, 354, 358, 360, 367
Expense ratio
index ETFs, 136-137
index mutual funds, 131
stock market investments, 91-92, 96,
98-99, 101, 111
Expiration date, 26, 232-234, 260, 441
Exploration companies, 68
Exponential moving average (EMA), 168,
172-173
Extrinsic value, 234
Exxon Mobil (XOM), 6-7, 9, 80-81,
112-113, 370

F
Fair value, 236, 278

Farmers Almanac, as information resource, 165
Fast markets, 301, 334
Fear, 347-348, 352, 367, 417
Feeder cattle/feeder cattle contracts
characteristics of, 27
electronic trading, 431
information resources, 157
margin requirements, 286, 425, 452
popularity of, 54
sample contract specifications, 450
Fees, types of, 421-422, 440
Fibers, margin requirements, 425
Fibonacci
extensions, 230
historical perspective, 397
pattern analysis, 393-394
Fidelity Investments, see
contact information, 100
functions of, 113
funds, see Fidelity Select
Fidelity Select
Energy Service (FSENX), 95-97
Gold (FSAGX), 98
In Mt (FSDPX), 96
Natural Gas Fund (FSNGX), 94, 96
NR (FNARX), 96
P&FP (FSPFX), 96
Paper and Forest Products Fund (FSPEX), 94

INDEX

50-day moving average
exponential, 177-178
impact of; 176, 377
simple, 178-179, 372, 397
55-day moving average, 176177
Fills, 422, 435
Filters, types of, 175, 181-182, 184, 190
Financial advisors, functions of, 93
Financial growth stocks, 380
Financial statements, 386
First delivery day, 49
First Eagle Gold (SGGDX), 98
First notice day, 49
Fisher, Ken, 378
Fixed supply, 152-153
Flag patterns, 390
Flat base pattern, 380-382, 397
Flat traders, 18
Float, 376, 396
Floor broker, functions of, 45
Floor traders/trading, 128, 426
Foods, margin requirements, 425
14-day relative strength indicator, 189
Forecasting, 31-32, 63, 364
Foreign exchange products, 430. See
also Exchange-traded funds (ETFs)
Forward contracts, 16-17, 51
Franklin Gold & Pr (FKRCX), 98
Freeport-McMoRan Copper & Gold Inc.
(FCX), 74-75
Front-end load, commodity-based index
mutual funds, 92, 95-96, 98-99, 131
Full carry, 30
Fundamental analysis
benefits of, 160, 440
characteristics of, 25-26, 90, 113, 445
data sources, 153-161
defined, 148
demand, 149-151, 160-161, 207, 440
equilibrium/equilibrium price,
151-153, 161
growth stocks, 395-396
supply, 147-149, 160-161, 207, 440
Fund sponsor, 134
Fungibility, 17-18
Futures commission merchant (FCM), 40, 42,
49, 127, 429-430
Futures contracts, see specific types of futures
call options, 243-244
characteristics of, 68, 13, 19-22, 62, 134

e-cbot electronic platform, 426
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Futures market
characteristics of, 117
deliveries, 48
hedging, 31-33
leverage, 164

G
Gabelli Funds

contact information, 103
Global Gold Natural Resources (GCN), 101
Gains, tax liabilities, 129. See also Capital
gains
Gambling, commodity trading compared
with, 303-304
GAMCO Gold Van Eck International Gold
(GOLDXINIX), 98
Gamma, 240-241
Gaps
impact of, 392
types of, 294-295, 297-299
Gartmore GI NR (GGNAX), 96
Gasoline/gasoline contracts, see Natural gas
futures, electronic trading, 432
margin requirements, 453
popularity of, 57-58, 61
sample contract specifications, 451
Geothermal power plants, 390
Global economic cycles, 9
Global economy, 9, 11
Global funds, 95
Global Natural Resources Fund (IGNAX),
94, 96
Globex, defined, 444. See also Chicago
Mercantile Exchange (CME), Globex
system
Glossary, 467-483
Going long, 27
Gold/gold contracts
with Bollinger bands, 197-198
bull call spread, 266-267
characteristics of, 2, 12, 19-21, 26, 43,
62, 320
e-cbot electronic platform, 429
ETFs, 110
futures, 220-221, 269-270
gaps, 294
hedging, 32-34
information resources, 154
losing trades, 336
margin requirements, 286, 291, 425, 452
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moving average trading applications,
177-179
options trading, 269-270
popularity of, 57-59
sample contract specifications, 450-451
seasonal patterns, 401-402
stock market, 70, 122
support and resistance, 202
top producers of, 71-72
TRAKRs, 144
GoldCorp Inc. (GC), 72
Goldman Sachs Commodity Index (GSCI)
characteristics of, 118-121, 123-125,-452
Commodity-Indexed Trust (GSG), 121, 138
Excess Return futures (CERFs), 138
mutual funds, generally, 132
Gold Miners, ETFs, 140
Gold mines/mining, 69, 154
Good ’til canceled (GTC) orders, 44, 46-47
Google, as information resource, 373
Gorton, Gary, 65
Government subsidies, 149
Grain/grain contracts
characteristics of, 17, 44, 62, 64,
120-122, 128
index investing, 123-124
information resources, 156
seasonal patterns, 416
types of commodities, 320
Grantor trusts, 109-110
Graphs
curve, 248-250, 252, 254, 257, 260-261,
263-264
histogram, 181
risk curves, 266, 273-274
Greeks, 240-242, 252, 279, 348-349, 352, 367
Gross processing margin (GPM), 53-54
Growth-based companies, 377-378
Growth stocks
breakouts, 381-382
characteristics of, 370, 394-397
dormant, 377
earnings growth and, 371-373, 396
examples of, 383-393
expectations, 370
growth, defined, 369-370
growth factors, 370-371
growth technicals, 380-382
listing of, 379-380
locating, 395
timing factor, 443
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Growth traders, 384

Guinness Atkinson
Alternative Energy (GAAEX), 96-97
Global Energy Fund (GAGEX), 95-96

H

Hand signals, 4, 35
Handle, defined, 385
Hard assets, 365
Hard red spring (HRS) wheat, 60, 128
Hard red winter (HRW) wheat, 52, 60, 128
Head fake, 202-204
Heating oil/heating oil contracts
characteristics of, 2, 320
electronic trading, 432
margin requirements, 286, 425, 453
popularity of, 57-58
sample contract specifications, 451
stock market, 77
Hecla Mining Company (HL), 73-74
Hedge funds, 375, 401
Hedgers, 7-8, 13, 62-63
HedgeStreet, 61-62
Hedging, 6, 21, 31-34, 62-63, 255-257,
259, 392, 401-402, 405, 410
Henry Hub natural gas futures, 407, 432
High implied volatility, 238-239
Histogram, MACD, 181-182
Historical data, 153-154, 347, 402
Hoarding, 30
Hogs, 152. See also Lean hogs; Live hogs
Holding period, 129
Holding position, 40
Holdings, 96, 98-99, 131, 137
HOLDRs (Holding company depositary
receipts), 140-141
Hor Commodities (Rogers), 66
HSBC Bank USA. 110
Human nature, 343, 346, 364, 367, 444
Hurricanes, economic impact of, 443

Hybrid traders, 440

I

ICON Energy (ICENX), 96
Imperial Sugar Company (IPSU), 85
Implied volatility

defined, 238

impact of, 272-273, 279
Inco Limited (N), 7475

INDEX

Index Trading Course, The
(Fontanills/Gentile), 439
Index funds, 106
Index futures
broad-based, 127-128
narrow-based, 128—129, 146
Indexing/indexes
active management, 115, 146
benefits of, 116
broad-based commodity indexes,
118-119, 121
characteristics of, 116, 145-146
defined, 116
Commodity Research Bureau Index
(CRBI), 118-120, 123-125, 128, 145
Deutsche Bank Liquid Commodity Index
(DBLCI), 119, 122-125, 127
Dow Jones-AIG Commodity Index
(DJ-AIG), 118-119, 121, 123, 128, 132
exchange-traded funds (ETFs), 122,
134-135, 138-140, 145-146
exchange-traded notes (ETNs), 122, 141-143
futures, 122, 127-129, 146
Goldman Sachs Commodity Index (GSCI),
118-121, 123-125, 132
HOLDRs, 140-141
mutual funds, 122, 130-133, 135-137, 146
petformance, 125
returns, 124, 126-127, 146
risk management, 124-125
Rogers International Commodity Index
(RICI), 118-119, 122-124
TRAKRs (Total Return Assets Contracts),
118, 121-122, 143-144
types of, 320
Index market, commodity trading in, 439
Index mutual funds, 145
Index-weighting, 118
India, economic impact of, 66, 401
Indicators, types of, 191-192
Individual investors, 281, 372
Individual retirement accounts (IRAs), 95
Industrial metals, 62, 64
Inflation, 66, 117, 342, 365
Information flow, 440
Information resources
Index Trading Course, The
(Fontanills/Gentile), 439
Market Wizards (Schwager), 344-345, 437
online, see Web sites

Options Course, The (Fontanills), 442
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reading list, 465
Stock Market Course, The (Fontanills), 442
Volatility Course, The (Fontanills), 442
Infrastructure, 380
ING
Global Resources IGRSX), 95-96
Precious Metals (LEXMX), 99
Initial margin
applications, 448449
defined, 284
requirement (IMR), 40-42, 108, 119,
289-290
types of, 285-286
Initial public offerings (IPOs), 375, 390
Innovators, 395, 397
Institutional investors, 104, 134, 372,
385-386, 396
Intellidexes, 139-140
Interactive Brokers, 434
Inter-commodity spread, 27
Interdelivery spread, 27
Interest rate, 237
Interest-related products, 430
Inter-exchange spread, 27-28
Intermarket spreads, 28
Internal Revenue Code, 19, 111, 129-130, 135
Internal Revenue Service, 130, 142
International Cocoa Organization, 158
International Coffee Organization, 158
International commerce, 122
International Paper, 113
International Sugar Organization, 158
Intracommodity spread, 27
Intrinsic value, 88-89, 234, 260
Introducing broker (IB), 40, 42, 423, 429-430
Inverted markets, 22
Investor emotion, impact of, 335-337
Investor psychology, see Mind-set;
Psychological considerations
Investor’s Business Daily (IBD), 373, 382, 392
iPath
Dow Jones-AIG Commodity Return Index
(DJP), 141
ETNs, 141
GSCI Excess Return Index, 143
GSCI Total Return Index (GSP), 141
Iron butterfly spread, 277
Irrational exuberance, 89
iShares
COMEX Gold Trust (IAU), 110-112
Dow Jones Basic Materials (IYM), 137, 139
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Dow Jones U.S. Energy (IYE), 137-138

Dow Jones U.S. Oil & Gas (IEO),
137, 139

Goldman Sachs Natural Resources (IGE),
137-138

GSCI Commodity Index (GSG),
137-138

S&P Global Energy (IXC), 137, 138

Silver Trust (SLV), 110-112

Ivanhoe Mines Ltd. (IVN), 75

J

Joy Global Inc. (JOYG), 387-390
JPMorgan Chase Bank, 110

K

%K, 184-185

Kaiser Aluminum (KALU), 76

Kansas City Board of Trade (KCBOT)), 52,

59-60, 451

Kayne Andersen
Capital Advisors, contact information, 102
Energy (KYE), 101
MLP (KYN), 101

KB Homes, 9

L

Lagging indicator, 165-167, 207
Large-capitalization stocks, 117, 370
Last trading day, 49
Leading indicators, 165-168, 207
Lean hogs/lean hog contracts
characteristics of, 313, 320
electronic trading, 431
margin requirements, 425, 452
popularity of, 54
sample contract specifications, 450
Lehman Brothers Aggregate Bond Index, 115
Leverage, 23-24, 26, 63, 106, 130, 164, 255,
281-283, 287-288, 290, 302, 332, 338,
345, 365-366, 444
LIFFE CONNECT, 426
Like-kind exchanges, 135
Limit(s)
down bid, 44
order book, 104
orders, 45, 47-48
up bid, 44
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Limited-risk
position, 255-257, 276
spreads, 397
strategies, 443, 446447
trades, 260
Lind-Waldock, 434
Linear regression trend channel, 220, 222
Linn Energy, LLC, 82-83
Liquefied natural gas (LNG), 78
Liquefied petroleum gas (LPG), 77
Liquid contracts, advantages of, 51
Liquidity, 40, 50, 63-64, 67, 93, 104, 118,
120, 433
Liquid market, 3-4
Live cattle/live cattle contracts
with Bollinger bands, 197-199
characteristics of, 27, 152, 197-198, 320
electronic trading, 431
gaps, 294
information resources, 157
long-term stochastics, 186-187
margin requirements, 286, 291, 425, 452
popularity of, 54-55
sample contract specifications, 450
seasonal patterns, 413-416
short-term stochastics, 186-187
Live hogs/live hogs contracts
with Bollinger bands, 198
characteristics of, 27
information resources, 157
MACD indicator, 181-182
margin requirements, 286
Livestock/livestock contracts, see specific types
of livestock
characteristics of, 12, 62, 64, 152
index investing, 120-121, 123
information resources, 156
margin requirements, 425
Locals, 36
Long accounts, 40
Long call, 260, 455
Long futures, 454
Long position
call options, 246, 260, 265, 455
defined, 236
determination of, 353
implications of, 25, 27, 29, 48, 164, 196,
284, 296-297, 308, 353
moving averages and, 174-175
options, generally, 233, 256-257
put options, 231, 244, 455
seasonal patterns and, 407, 414

INDEX

Long premium, 236, 252
Long shares, 462
Long the spread, 30
Long tons, 69
Long trades, 175, 179
Long straddles, 277, 400, 459
Long strangle, 460
Losing streaks, 345-346
Losing trades
exit strategy, 354-355
hedging strategy and, 34
leveraged, 23-24
implications of, 109, 150, 302, 306,
308-310, 313, 322, 330, 332
psychological impact of, 174, 335-336,
343-344, 367
Louisiana-Pacific Corporation (LPX), 84
Low implied volatility, 238-239
Low-probability trades, 229
Low-risk, generally
buying opportunities, 206, 208
high-reward option strategies, 437
trades, 179, 443
Lumber/lumber contracts
characteristics of, 2, 6, 12
electronic trading, 431
information resources, 159
margin requirements, 425, 452
popularity of, 54-55
sample contract specifications, 450

top producers of, 83-84

M

Macquarie Fund Advisors
contact information, 103
Macquarie Global Infrastructure (MGU), 101
Maintenance costs, 142
Maintenance margin (MM), 39-41, 106,
285-286, 424-425, 448—449
Management fees, 91, 111, 141
Man Financial Retail Division, 434
Margin, see specific types of options
account, 106-107
calls, 119, 164-165, 286287, 289, 424
electronic trading and, 421
index investing, 129
maintenance, see Maintenance margin
requirements, 25, 38-42, 63, 255,
283-287, 318-319, 435-436
Margin-to-equity ratio, 324-325, 334
Marked to market, 19, 129
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Market, generally

capitalization, 67, 113, 118, 375

corrections, 174, 392

decline, 188

equilibrium, 30

makers, 4, 104, 135

orders, 44—46, 299-300

participants, 38

pauses, 174

price, 47, 105, 237, 278

rallies, 178, 300-301, 417

return, 101-111

reversal, 300-301, 343

risk, 117

trends, 160, 340-343

value, 107-109, 129
Market-if-touched (MIT) orders, 47
Market Vectors Gold Miners (GDX), 137, 140
Market Wizards (Schwager), 344-345, 437
Massisa S. A. (MYS), 84
Maximum drawdown, 310, 318, 321
Meats, types of commodities, 122, 320
Mechanical trading system, 305, 309-312
MEMC Electronic Materials (WFR), 383-387
Merrill Lynch

functions of, 37, 143

NR (MAGRX), 96
Meetals, see specific types of metals

characteristics of, 12, 62, 64

electronic trading, 429

growth stocks, 380

index investing, 120, 122-123

information resources, 154—155

margin requirements, 425

stocks, characteristics of, 68—71

types of commodities, 320
Mexxam Inc. (MXM), 76
Midas (MIDSX), 99
Milk

electronic trading, 431

margin requirements, 452

sample contract specifications, 451
Miller, Richard W, 372
Mind-set, significance of, 303, 342, 377
Mini contracts, 43
Minimum margin requirement, 284-288
Mining (NEM), 112-113
Mining companies/stocks, 6871, 90
Minneapolis Grain Exchange (MGE), 27, 52,

60, 128

Mispricing, 136
Modern commodity trading, 17-19
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Momentum
growth-based, 371-372, 376
indicator, 204-206
institutional, 375-376
measurement of, 182
sources of, 220, 396-397
Money management
buying decisions, 328-330
capital investment, 289, 302-304, 334
defined, 281, 333
fast markets, 301
gaps, 297-299
importance of, 206, 288, 442, 447
mechanical trading system, 309-312
price gaps, 334
profit maximization, 312-328, 333-334
risk management, 289, 312-328, 333-334
running the stops, 297, 299-300
slippage, 297, 299-301, 334
stops, 297-298, 330-333
from top down, 302
trading plan, 304-309
Money market instruments, 130
Month codes, 43
Morgan Stanley Commodity Related Index,
132, 252. See also MSCI
Morningstar, as information resource, 90, 136
Moving average convergence/divergence
(MACD)
characteristics of, 26, 179—-181, 207
default settings for, 180
defined, 180
histogram, 181
as signal generator, 180, 182-183
trading applications, 181-183
as trend filter, 181-182
Moving averages
calculation of, 168
characteristics of, 168-169, 207
convergence/ divcrgcnce, see Moving average
convergence/divergence (MACD)
crossovers, 170-171, 176-177
defined, 168
exponential (EMA), 168, 172-173
filter, 174
growth stocks, 377
intermediate-term, 171
long-term, 168, 170-171
price movement, impact of, 174-176
short-term, 168, 170-171
simple (SMA), 168-171, 179, 205,
372,397
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Moving averages (Continued)
as support or resistance, 177-179, 205
trading applications, 173-179
whipsaws, 170, 174, 183

MSCI U.S. Investable Market
Energy Index, 140
Materials Index, 140
World Materials Index, 132

Mutual funds
actively traded, 136
active management of, 91
administrative costs, 92
categories, 94
characteristics of, 90-103, 113, 134
closed-end (CEF), 100-103
commodity-backed open-end funds,

103-109, 111
defined, 90
exchange-traded funds (ETFs),
109-112, 145

exchange-traded index funds, 134-140, 145
expense ratio, 91
growth stocks and, 375
information resources, 90, 113
minimum initial investments, 94
Natural Resource funds, 94-97, 113
purchase of, 283

N

NASDAQ, 67
Nasdaq 100, 320
National Cattleman’s Beef Association, 157
National Corn Growers Association, 156
National Corn Index futures, 128
National Futures Association (NFA),
34, 143
National Mining Association, 154—155
National Pork Producers Council, 157
National Soybean Index futures, 129
National Wheat Growers Association, 156
Natural gas/natural gas contracts
characteristics of, generally, 2, 320
electronic trading, 432
index investing, 120-121
information resources, 155
margin requirements, 286, 425, 453
sample contract specifications, 451
seasonal patterns, 402—403, 406-409,
415-417, 443
stock investments, 78
top producers of, 80-81

Natural Resource mutual funds, 94-97, 113
Net asset value (NAV), 93, 95, 97, 105, 283
Net assets, 96, 98-99, 101, 111, 131, 137
Neutral butterfly spread, 272
Neutral range-bound market, 277, 279
Neutral trading strategies, options, 255,
258-259
Newmont Mining Corporation (NEM), 72,
119, 370
New/novice traders, 68, 178-179, 353
New York Board of Trade (NYBOT)
characteristics of, 88, 120, 123
popular commodity contracts, 55-57
margin requirements, 451-453
New York Cotton Exchange, 55
New York Mercantile Exchange (NYMEX)
characteristics of, 2, 4, 6, 13, 37-38
clearinghouse, 407
ClearPort trading platform, 407
COMEX division, 19-20, 43, 451452
electronic trading, 406, 430, 432, 436
ETNs, 143
Europe Products, 432
natural gas, 406, 408
popular commodity contracts, 57-59
rings, 35
New York Stock Exchange (NYSE), 67
Next-day profit-and-loss statements, 5
Nickel, 69
9-day moving average, 176, 180-181
No-load funds, 93, 95
Nominees, for exchange membership, 37
Noncommodity-based products, 430
Noncomputerized commodities, future
directions for, 433—-434
Nonfat dry milk, electronic trading, 431
Nonseasonal patterns, identification of, 400
Nontrending markets, 404—405
Norsk Hydro ASA, 67
North American Palladium (PAL), 77
Notice-register, 143—144

0]

Oats/oat contracts

e-cbot electronic platform, 428

margin requirements, 452

sample contract specifications, 450
O’Brien, R.J., 435
Obstacle to success, types of, 347-350, 367
OCM Gold (OCMGX), 99
Offer/offering, 2, 4, 9, 35
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Qil/oil contracts
by-products, 9
characteristics of, 2, 6, 10-12
ETFs, 111-112
prices, 9, 11
refining, 78
seasonal patterns, 403
top producers/exporters/consumers/
importers, 10, 79-80
Oilseed contracts, 62, 64, 123—-124, 128
Qil Services HOLDR (OIH), 137, 141
One market at a time method, 322
One-standard-deviation move, 322
Online trading revolution, 425-429, 440.
See also Electronic trading
On the spot delivery, 19
OPEC, 22
Open
-ended portfolios, 134
-end funds, 93, 103-111
interest, 50-51, 63—64
markets, 2, 376
orders, 44
outcry auction, 4, 34, 63
positions, 48
Operating
cash flow, 377-378
expenses, 71
Oppenheimer’s
Gold (OPGSX), 98
Real Asset Fund (QRAAX), 121, 130-132
Opportunity cost, 323
Optimistic expectations, 338-340
Option, see Options trading
buyer, defined, 234
writer, see Writer, options
Optionetics/Optionetics.com, 422, 441-442
Options trading
basics of, 26-30, 63, 233-236, 276
breakeven points, 249, 252-254, 276, 275
buyers( rights, 242-245
defined, 231
e-cbot electronic platform, 428-429
exercising options, 244245, 441
expiration date, 231-233, 260, 441
Greeks, 240-242, 252, 279
implied volatility, 237-241, 272-273, 279
information resources, 234, 238
position profit/loss, 250-251
premium, 232, 238-239, 247, 252, 260,
262, 441
pricing models, 236-238

profit maximization, 246-249, 253-254,
265, 268, 275, 279
risk curve, 248-250, 252, 254, 257,
260-261, 263-264, 266, 269, 273-274
risk maximization, 246-247, 249,
253-254, 266, 269-270, 275
sample, 246-247
spreads, 236, 265-276
strike price, 232-236, 245-247, 253, 261,
264, 268, 276, 275, 278, 441
theoretical value, 237-237
time decay, 242, 249, 251-252, 260, 269,
272,277
trading strategies, 259-277
types of, 231-234, 236, 278, 441
underlying price, 236, 245, 250-251
uses of, 254-259, 276-277, 443
volatility and, 237-238
writers’ rights, 245-248
Options Trading Course, The (Fontanills), 234,
278, 442
Orange juice/orange juice contracts
characteristics of, 62, 64
fundamental analysis, 157
index investing, 120, 124
information resources, 159
margin requirements, 286, 425, 453
popularity of, 56
sample contract specifications, 451
Order(s)
placement of, see Order placement
types of, 44-48
Order placement
electronic, 44
five elements of, 43
oral, 44, 47-48
written, 44
Ordinary income, 110, 129
Ormat Technologies, Inc. (ORA), 390-392
Oscillator(s)
divergence, 225, 227, 230
implications of, 192-193, 408
Out-of-the-money (OTM) options, 234,
243-246, 262, 264, 266, 271, 278
Outperforming, 145
Overbought
conditions, 160, 208
indicator, 184—185, 187-189, 192-193
Over-leverage, 288
Overpriced securities
futures, 21, 28
options, 238



Oversold indicator, 184—185, 187—188,
192-193, 208

Opver-the-counter commodity index
derivatives, 127

Overvalued market, 237

Ownership, 49, 90, 282, 375, 396

P
Palladium

futures, electronic trading, 432
margin requirements, 425, 453
sample contract specifications, 451
stocks, 71
top producers of, 76-77
Pan American Silver Corporation, 73
Paper assets, 365
Parabolic advance, 341-342
Passive investing/investments, 91, 106,
115-116, 136, 145-146
Passive management, 116
Pass-through investments, 134
Pattern analysis, 387, 392-394, 396
Peak oil, 11-12
Pennant patterns, 382
Pension funds, 375
Performance bonds, 18
PetroChina Company Limited (PTR), 79-890
Petroleo Brasileiro S.A. (PBR), 81
Petroleum
information resources, 155
products, 77-78, 89, 120-121
Petroleum & Resources (PEO), 101
Phelps Dodge (PD) Mining Company, 74-75
Physical commodities, 199-200, 407
Pick-and-shovel companies, 379, 386, 397
PIMCO
CommodityRealReturn Strategy Fund
(PCRAX), 121, 130-132
CommodityRealReturn TRAKRs (PCT), 144
Pit trading, history of, 426
Platinum/platinum contracts
characteristics of, 320
futures, electronic trading, 432
margin requirements, 425
popularity of, 57, 59
stocks, 71
Popular contracts, by exchange, 51-62
Pork bellies/pork bellies contracts
characteristics of, 12
electronic trading, 431
information resources, 157

INDEX

margin requirements, 286, 425, 452
popularity of, 54-55
sample contract specifications, 451
Portfolio
diversification, 63, 146, 276
risk, 117
volatility, 117
Postearnings drift, 372
Potomac Fund Management, 132
PowerShares
Dyn Energy (PXE), 137
Dyn Oil & Gas (PXJ), 137
Energy Exploration & Production (PXE),
140
Oil & Gas Services Intellidex, 139
Precious metals, see specific types of precious
metals
characterized, 62, 64
ETFs, 109-111
mutual funds, 91-92, 97-100, 130
Premium(s), 49, 111, 232, 238-239, 247,
260, 262, 437
Price, generally
discovery, 34-35
gaps, 294-295, 33
limits, 44—45
momentum, 397
movement, 290-291
risk, 63
swings, 400
volatility, 125
Price/cash flow (PCF) ratio, 70, 72-75
Price/earnings (P/E) ratio, 68, 77, 95, 113,
137, 377
Price/earnings growth (PEG) ratio, 373-374,
384, 397
Price/sales ratio, 377, 397
Pricing
changes, 2
consumption and, 149
downward pressure, 105
growth stocks, 395
impact of, 2,9, 13
influential factors, 2, 9, 11, 13, 67, 300
production and, 148
supply and demand, 148, 152
Producer Price Index, 117
Production
costs, 68—69
cycles, 147
-weighted indexes, 118, 125
Professional money management, 91
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Profit(s)
hedging, 33
leveraged, 23-24
maximization, 302, 331, 354-355
objectives, 405, 443
-taking, 354-355
Profitability, 166, 321, 325, 339
ProfitSource, 373, 395
ProFunds
Short Oil & Gas (SNPIX), 131, 133
Short Precious Metals (SPPIX), 131, 133
UltraSector Basic Materials (BMPIX),
131, 133
UltraSector Oil & Gas (ENPIX), 131, 133
UltraSector Oil Equipment (OEPIX),
131, 133
UltraSector Precious Metals (PMPIX),
131, 133
Propane gas
characteristics of, 78
electronic trading, 432
margin requirements, 453
sample contract specifications, 451
top producers of, 81-83
Proper depth, 395
Proprietary trading systems, 430
Proxies, 117
Psychology of trading
crowd psychology, 336-337
daily market fluctuations, dealing with,
357-361
discipline, 362-363
ego, 349-350, 367
expectations, 337-340, 366-367
fear, 347-348, 367
greed, 348-349, 367
losing streaks, 345346, 367
losing trades, 335-336, 343-344
risk management, 344-345
trading account sizing, 361-362
trading plan, 350-357, 366-367, 442—443
trend-following, 340-343
winning streaks, 345-346
Public offerings, 37. See also Initial public
offerings (IPOs)
Pullbacks, 174, 177-178, 202, 220, 230, 372,
382, 392
Putnam Global NR (ERERX), 96
Put options
buying strategies, 244245
characteristics of, 27, 231-234, 236,
278-279, 400, 446

901

defined, 231, 234
exit strategies, 245
hedging, 256, 276
long position, 262-265, 276-277, 455
protective, 463
short, 248, 456
speculation, 255
spreads, 268-276
writing guidelines, 247-248
Put ratio backspread, 277

Q

Quality control, 391
Quantity, in order placement, 43

R

Range-trending markets, 404
Rates, types of, 320
Rayonier Inc. (RYN), 83-84
Real estate-related products, 430
Rebalancing, 65-66, 120, 122
Recession, 89
Redemption, 100-101, 104-105, 134-135
Redemption unit, 104
Refineries, 58, 78—80
Regulatory agencies, 34
Relative strength index (RSI)
characteristics of, 26, 188, 204, 206, 208
defined, 188
as short-term indicator, 191-192
trading applications, 189
as trend filter, 190
Relative value, 199
Repurchase agreements, 130
Resistance level, defined, 200.
See also Support and resistance trading
Resting orders, 47
Retail investors, 127
Retendered delivery notices, 49
Retracements, 220, 348, 385, 394
Return on equity (ROE), 378-379, 397
Return on margin, 29
Returns, components of, 126
Reuters/Jeffries CRB (RJCRB) index, 120, 128
Revenue growth, 374, 395
Reversals, see Market, reversals
defined, 202
influential factors, 201-206
patterns, 392-393, 397
pivots, 396
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Reward-risk analysis, 137, 405
Reward-to-risk profile, 253-254
Reward-to-risk ratio (RRRs)
defined, 27, 29
Elliott Wave trades, 222, 230
index investing, 125, 136
options trading, 270
Rice/rice contracts
e-cbot electronic platform, 428
margin requirements, 452
sample contract specifications, 450
Ring trading, 35-36
Risk
assessment, 334
calculation, 298
control, 339, 345, 349, 365
curve, see Risk curves
expectations, 311-312
exposure, 233, 308-309, 325, 366
graphs, 454-464
management strategies, see Risk
management
maximization, see specific types of options
minimization, 302, 333, 343—344
tolerance, 164, 302, 330, 353, 355,
360-361, 403, 412
tracking, 142
Risk-averse traders, 353
Risk curves
bear put spread, 269
bull call spread, 266
butterfly spreads, 273-274
characteristics of, 248-250, 254
long call options, 260-261
long put options, 257, 263-264
straddles, 250, 252
Risk-free rate, 237
Risk management
diversification, 313-315
importance of, 9, 26, 62-63, 206, 307,
362, 438, 446447
index investing, 146
money management and, 289-299
options trading, 255-256
seasonal patterns, 407
RiverSource Precious Metals (INPMX), 99
Rogers, Jim, 66
Rogers International Commodity (RCI)
Index (RICI), 118-119, 122-125
TRAKRs, 144
Roll/rolling process
futures contracts, 122, 126-128
index ETFs, 138

INDEX

index investing, 136, 142
orders, 47

Rollover, 23-24

Rosetta Resources Inc. (ROSE), 82
Rough markets, 160

Round-trip commission, 42
Rouwenhorst, K. Geert, 65

Royal Caribbean, 9

Royal Dutch Shell Class A (RDSA), 80-81
Rubber, 122

Runners, functions of, 146
Running the stops, 299-301
Rydex Investments

S

contact information, 100

Precious Metals (RYPMX), 97, 99

S&P Depositary Receipts (SPDRs)

defined, 139

SPDR Oil & Gas Equip & Svc (XES), 137,
139

SPDR Oil & Gas Expl & Pro (XOP), 137,
139

SPDR Select Energy (XLE), 137, 139

SPDR Select Materials (XLB), 137, 139

SPDR Metals & Mining (XME),
137, 139

Scalping a market, 306
Scholes, Myron, 236

Seasonal commodity patterns

defined, 400

identification of, 400—403, 417, 443

identifying opportunities, 404

information resources, 154

live cattle, 413-417

natural gas, 401-403, 406-409,
417, 443

options, 441

significance of, 399, 416417

soybeans, 401, 403, 409413, 417

strategy selection, 404-405

trade management, 404—406

trends, 400, 404, 406, 417, 441

weather conditions, impact of, 399, 410,

413-414, 417, 443

Seat on exchange, 37
Second-guessing, impact of, 354, 362
Secondary market, 101, 104, 106
Section 1256 exchanges, 19, 129, 142
Secular trends, 370

Securities and Exchange Commission

(SEQC), 34



Self-defeating behavior, 328
Sell
defined, 35
limit orders, 45—46
signals, 182-183, 192, 333, 361
stop order, 46
Seller(s)
contracts, 17—18
price discovery process, 34
roles of, 1-4
Semiconductor sector (SMH), 383-384
Senior debt securities, 141
Settlement price, 42, 45, 63
Shareholders, 91-92
Short account, 40
Short call option, 456
Short futures, 454
Short position
defined, 236
determination of, 353
implications of, 18, 24-25, 47, 175, 196,
284, 308, 409, 412
options trading, 232, 234, 245-246, 248
Short premium, 236, 252
Short put option, 456
Short sales/short selling, 48, 107-109, 118,

178, 191, 199, 208, 256, 258, 298, 365

Short shares, 463
Short-term indicators, 188, 191-192
Short the basis, 33
Short the spread, 28
Short tons, 69
Short traders, 40
Short trades, 175, 179, 297-298
Side-by-side trading, 426
Sideways market, 193, 205, 277, 405
Signal, defined, 166. See also Buy, signals;
Sell, signals
Silk, 122
Silver/silver contracts
characteristics of, 12, 320
e-cbot electronic platform, 429
ETFs, 110-111
gaps, 294
margin requirements, 286, 291, 425, 452
popularity of, 57, 59
price movement, 341
sample contract specifications, 450—451
stocks, 70-71
top producers of, 73-74
Silver mines/mining, 69, 154
Silver Standard Resources Inc. (SSRI), 73
Silver Wheaton Corp. (SLW), 73

Index

Simple moving average (SMA), 168-171,
195-196, 205, 372, 396
16-day moving average, 176
Slippage, 297, 299-301, 334
Small-capitalization companies, 374-375,
377, 396
SmartMoney, 90
Smoothing, 181, 184
Soft commodities, 55-56, 62, 64, 120, 122,
124, 157-159, 320, 425
Soft red winter (SRW) wheat, 52, 129
Source/product spread, 27
Southern Copper Corporation (PCU), 74-75
Southern Peru Copper, 370
Southwest Airlines (LUV), 6-9
Soybean crush, 53, 428
Soybeans/soybean futures contracts
with Bollinger bands, 196
characteristics of, 297-299
downtrend, 228
hedging strategies, 257
margin requirements, 286
options trading, 233, 243-248, 253, 263,
272-274
popularity of, 51-53
stock trades compared with, 287-289
Soybean meal/soybean meal contracts
characteristics of, 151, 313, 320
demand for, 151
e-cbot electronic platform, 427
margin requirements, 286, 452
popularity of, 51, 53
sample contract specifications, 450
support and resistance, 203-204
Soybean oil/soybean oil contracts
characteristics of, 320
e-cbot electronic platform, 427
margin requirements, 286, 452
popularity of, 51, 53-54
sample contract specifications, 450
support and resistance, 201-202, 205
20-day moving average, 175-176
25-day simple moving average, 177
55-day simple moving average, 177
Soybeans/soybean contracts
with Bollinger bands, 196
characteristics of, 6, 35, 44, 314, 320
e-cbot electronic platform, 427-428
gaps, 294-295, 297-299
information resources, 157
margin requirements, 291, 452
options trading, 233
product stocks, 86
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Soybeans/soybean contracts (Continued)
sample contract specifications, 450
seasonal patterns, 403, 409, 413
supply factors, 163-165
10-day moving average, 169, 171
25-day exponential moving average,

172-173
top producers of, 86-87
200-day moving average, 170-171
Wave 5 sell, 227-229

Specialists, 104, 135. See also Specialization

Specialization, 5, 416, 447

Speculators/speculation, 7, 8, 13, 16-18,

23-27,39-40, 54, 62—-63, 69, 255-256,
259, 284, 287, 364

Spot
contract, last trading day, 49
market, 16, 19-22, 33, 62
months, 21-22
price, 144

Spread(s)
butterfly, 459
calls, 457-458
defined, 236
growth stocks and, 396
implications of, 26-30
margins, 30
orders, 47-48
put, 457458
unwinding, 48

Stakeholders, 72

Standard & Poor’s 500 (S&P 500) Index, 28,

66, 115, 117, 320, 328, 451-452

Standard deviation, 96, 125, 137, 195-196,

321-322

Starbucks, 9

Statoil ASA (STO), 81

Stillwater Mining Company (SWC), 76-77

Stochastics
characteristics of, 184, 208
development of, 183
trading applications, 26, 184-188

Stock(s), see Stock investments; Stock market
accounts, 100
appreciation, 91
brokerage firms, 422
commodity correlation with, 146
exchange, 104
indexes/index futures, 134, 430

Stockbrokers, see Brokers

INDEX

Stock investments
implications of, 63
long shares, 459
short shares, 460
Stock market
commodity trading in, 439
forecasting, 364
history of, 50
influential factors, 9
trading, see Stock market trading
Stock Market Course, The (Fontanills), 442
Stock market trading
commodity trading compared with, 281,
283-288
futures trading compared with, 287-289
purchases, 283
Stock traders/trading, 9, 18
Stop-limit orders, 46-47, 382
Stop-loss
Elliott Wave trading, 221, 230
limit, 165
orders, 46, 221, 230, 296-299, 326328,
334, 405
triggers, 326
Stop orders, see Stop-loss
implications of, 46-47,
running the stops, 297-298, 326,
330-33
Straddle(s)
characteristics of, 26-27, 249-250,
252-254
long, 277, 400, 459
short, 461
Strangle(s)
defined, 277
long, 460
short, 462
Strategy reviews, 454—464
Streaks, defined, 345
street Tracks
Gold Shares (GLD), 110-113
SPDR Metals & Mining (XME), 137, 139
SPDR Oil & Gas Expl & Pro (XOP),
137, 139
SPDR Oil & Gas Equip & Svc (XES),
137, 139
Stress, sources of, 305
Strike price, 26-27, 232238, 245-247, 268,
271,278
Strong trends, 192



Structured notes, 130
Success factors, types of, 326, 333-334

Successful traders, characteristics of, 12—13,

179, 350, 353, 358, 362-363, 365366,

438, 442, 448
Successful trading
identifying opportunities, 445446
trade management, 445, 447
trade selection, 445-446
Sugar/sugar contracts
characteristics of, 2, 8, 12, 27-29, 62, 64,
299, 320
gaps, 294
index investing, 120, 124
information resources, 157-158
with MACD indicator, 182—183
margin requirements, 286, 291,425, 453
noncomputerized commodity, 433
popularity of, 56
sample contract specifications, 451
top producers of, 85
Suppliers, 395
Supply and demand
global, 156
seasonal patterns, 406, 410, 417
significance of, 104, 160-161, 199, 300,
364-365, 410
Support and resistance
characteristics of, 199-202, 208,
326-328
defined, 200
Elliott Wave trades, 230
moving average as, 177-179
options trading, 271
resistance, defined, 200
support, defined, 199-200
trading off of, 202-206
Swaps, 130
Systematic trading, importance of,

438, 444

T

Taxation
mutual funds, 91
tax brackets, 129
tax efficiency, 136, 145
tax liabilities, 105, 109-110, 129, 134,
136, 146
tax rates, 129

Index 505

Tax professional, advice from, 129
Technical analysis
Average Directional Index (ADX),
192-195, 208
benefits of, 25-26, 163-165, 206-207,
396, 440—441, 445
Bollinger bands, 195-199, 208
classic tools of, 168-208
fundamental analysis distinguished from,
163-164, 207, 440
defined, 147, 163
goals of, 164, 207, 440
indicators, 165—168, 207
moving averages, 168-183, 207
relative strength index (RSI), 188-192, 208
stochastics, 183—188, 208
support and resistance trading, 199-206, 208
10-day moving average, 169, 171
Terminology, see Glossary
ThelntercontinentalExchange, Inc. (ICE), 37
Theoretical value, 237
Theta, 240, 242, 252
13-day exponential moving average, 180-181
30-day moving average, 377
Tick
implications of, 28-29, 446-447
sizes, 44
Ticker(s), listing of, 43
Timber Hill, 37
Time
decay, 242, 249, 251-252, 260, 269,
272,277
frame, implications of, 186, 207, 416, 446
premium, 234
time, price, or execution contingency, 43
Timeline, peak oil, 12
To arrive contracts, 426
Tocqueville Gold (TGLDX), 98
Tops, signal of, 167
Total Return contract, 128
Total S.A. (TOT), 79-80
Tradable signals, 175
Trade execution, 35
Trade reporters, 36
Traders, see specific types of investors
Trading account
debits to, 49
equity in, 40-41, 363
futures, sample, 41

large, 323



Trading account (Continued)
maintenance margin, 287
opening, 39, 339, 422, 435
size determination, 311, 317, 323-324,
334, 361-362
small, 323
types of, 424
Trading capital, 164, 298-299, 302-304,
307, 309, 323, 334, 352-353
Trading decisions, influential factors, 182, 386
Trading jackets, 36
Trading pit, 1, 4, 34-36, 299-301
Trading plan
abandonment of, 349, 363
capital investment, 367
components of, 304-309
defined, 350
development of, 351-352
importance of, 340, 350-351
key elements of, 352-355
revisiting/revising, 356-357, 366
tenets of, 356
Trading process
hand signals, 4, 35
open outcry auctions, 4, 34-35, 63
overview of transaction, 2, 4
real-world example, 3
Trading range, 193, 258, 271, 273, 279,
382, 404
Trading system, 308
Trailing stops, 355
TRAKRSs (Total Return Assets Contracts),
118, 121-122, 143-144
Transaction costs, 122, 142
Transport, 380
Transportadora Gas (TGS), 82
Treasury bills (T-bills), 42, 127, 130, 138, 304
Treasury bonds (T-bonds), 320, 450, 452
Treasury Inflation-Protected Securities
(TIPS), 132
Treasury notes (T-notes), 138, 320, 450, 452
Treasury securities, 127. See also specific types
of Treasuries
Trend(s)
filter, 190
indicators, 183
reversal, see Trade reversal trades
trading with, 219-221
Trend-following
indicators, 166—168, 188, 207, 340-343
seasonal, 402, 404, 409, 414
Trending markets, 404

INDEX

Trend reversal trades
indicators of, 207
Wave 5 buy, 224-227
Wave 5 sell, 227-229
Turning point indicator, 165-168, 184-185,
207-208
Turnover, impact of, 136
12b-1 fees, 92
20-day moving average, 172, 175-176,
181, 195
28-day moving average, 205-206
25-day exponential moving average,
172-173, 177
26-day exponential moving average, 180-181
200-day moving average, 169-171
Two-sigma event, 346
Two-standard-deviation move, 322

U

Uncertainty, 16
Underlying
assets, 104, 109, 134, 240, 242
defined, 234
instruments, 261
market, 27
securities, 205
stock, 233
Underpriced
futures, 21, 28
options, 238
Undervalued
growth, 386
market, 237
United Soybean Board, 156
U.S. Department of Agriculture (USDA),
156, 158-159
U.S. Department of Energy, Energy
Information Administration, 155
U.S. Department of the Interior, 154
U.S. Dollar Index, margin requirements, 453
U.S. Geological Survey, 154
United States Oil Fund (USO), 111-113
U.S. Steel, 370
Universal Forest Products, Inc. (UFPI), 84
Unleaded gas contracts, 286, 320, 425
Unwinding spreads, 48
Upside breakeven, 252, 257
Uptrends, 179, 186, 191, 199, 227, 258,
383, 402
Urea, electronic trading, 431
USAA Pr Mtl (USAGX), 98



Index

US Global Inv
Gld (USERX), 99
W Pr (UNWPX), 98

\%

ValueGain, 373
Value investors, 68, 89
Value plays, 88
Value stocks, 370
Value traps, 396
Van Eck
Global HA (GHAAX), 96
Global Hard Assets Fund (GHACX), 95
Vanguard
contact information, 97
Energy (VDE), 137
ETFs, 140
Materials (VAW), 137
Pr Ml (VGPMX), 98
Vega, 240242
Volatile market, 18, 277
Volatility
impact of, 31, 119, 117, 125, 160, 197,
237-238, 241, 281-282, 372, 405, 443
influential factors, 151, 208
information resources, 238
Volatility Course, The (Fontanills/Gentile),
238, 442
Volume, implications of, 22, 26, 50-51,
64-63, 101, 111, 202, 371, 375,
389-390, 395-397

\\4

Wall Street Journal, The, 373

‘Warehouse receipt, 49

Wave 5 support level, 224-230, 441

Wave 4 support level, 222-223, 227, 230, 395

W base, 386-388

Weak trends, 192

Weather conditions, economic impact of, 148,
152, 163, 364, 399, 410, 417

Web sites, as information resource, 2, 5, 90,
97, 100, 102-103, 132, 138-140,
143-144, 154-160, 373, 4006, 426, 430,
434-435

907

Wedge patterns, 382
West Texas Intermediate crude oil futures
contracts, 143
Weyerhaeuser Company (WY), 83-84, 112
Wheat/wheat contracts
characteristics of, 2, 6, 12, 27, 31-32,
122, 320
demand for, 150
e-cbot electronic platform, 428
gaps, 294
margin requirements, 284-287, 291, 452
popularity of, 51-52, 60
price movements, 290-291
sample contract specifications, 450—451
sample trade, 327-328
supply and demand, 147-149, 152
Whipsaw(s)
implications of, 170, 174-175, 183, 362
market, 258
signals, 190
Widened basis, 32-33
Windfall profits, 359
Wings, bullish Gartley, 394
Winning streaks, 345-346
Winning trades, 160, 307, 309-310, 338,
344, 354-355
Wool/wool contracts, 122
World Agricultural Outlook Board, 156
World-class traders, 344
World Fuel Services Corporation (INT),
391-395
Worst-case scenario, 254, 311, 330, 362
W pattern, 390, 392, 396-397
Writers, options
defined, 232, 234
rights of, 245-248

Y

Yahoo Finance, 373
Yield, implications of, 95-96, 98-99, 101,
131, 137

Z
Zachs.com, 373

Zero-sum game, 40
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