Unlocking Opportunities
in Commodities
A Short Guide to using the “Key Tools” that can Unlock Profit Potentials

Unlocking Opportunities in
Commodities
Opportunities are always to be found in the commodity markets due to changes in weather,
supply imbalances, trade disputes, and other forces. The leverage, reduced risk, and precise
accuracy are what can make Commodity Futures and Options such attractive speculative tools.
By utilizing the smaller contracts rather than the standard size, or by using options, your risk is
significantly minimized, accuracy is acquired, and leverage is proportionally maintained.

Standard Commodity Futures
BENEFIT: Leverage
Food
$1 move in corn, risk-profit equals $5,000.

Energies
$1 move in crude oil, risk-profit equals $1,000.

Metals
$1 move in gold, risk-profit equals $100.
*ETF’s (Exchange Traded Funds) can be used to trade commodities, but they’re not designed for leverage
or specific time frames.

Mini Commodity Futures
BENEFITS: Leverage, Reduced Risk, & Accuracy
Food
$1 move in corn, risk-profit equals $1,000. (1/5 of regular size)
Let’s say a temporary supply disruption develops in corn. In this example, July corn (nearby) may
go up faster than Dec. corn (deferred).
* With ETF’s, there is no distinction among corn months. Corn is corn.

Energies
$1 move in crude oil, risk-profit equals $500. (1/2 of regular size)
*Mini Nat. Gas is 1/4 of regular size

When pipeline disruptions occur or oil tankers are at risk because of armed conflict, the nearby
oil (lack of supply) may rise faster than the more distant oil.
* Again, the line is blurred with ETF’s. Oil is oil.

Metals
$1 move in gold, risk-profit equals $33. (1/3 of regular size)
The price difference between months in metals is a function of storage, interest, and insurance
cost.
* Thus, in metals, the major distinction between ETF’s and Futures is Leverage.

Standard Options
BENEFITS: Leverage, Reduced Risk, & Accuracy
When buying an option, as long as you are in the option, the money you paid for it is
the total risk.
If you buy a gold option for $500, as long as you are in the option, the total risk is $500. Also,
remember, you’re buying the option on the standard size unit. So, you receive all of the
standard size’s leverage in addition to the reduced risk.

Along with the basics, in my opinion, it is important to work with people of experience and with companies of
strong net capital when you decide to begin trading.

Author, James Nolan
-35 years of futures experience
-Writer of numerous trading articles
-Senior account executive
Contact James Nolan at 602-859-4100 or by e-mail at jnolan@pricegroup.com.
…….

The PRICE Futures Group - 141 West Jackson Blvd., Suite 1340A - Chicago, IL 60604 - (800) 769-7021 - www.pricegroup.com
The information and data in this report were obtained from sources considered reliable. Their accuracy or completeness is not guaranteed and
the giving of the same is not to be deemed as an offer or solicitation on our part with respect to the sale or purchase of any securities or
futures. The Price Futures Group, its officers, directors, employees, and brokers may in the normal course of business have positions, which
may or may not agree with the opinions expressed in this report. Any decision to purchase or sell as a result of the opinions expressed in this
report will be the full responsibility of the person authorizing such transaction. Reproduction and/or distribution of any portion of this report are
strictly prohibited without the written permission of the author. TRADING IN FUTURES CONTRACTS, OPTIONS ON FUTURES
CONTRACTS, AND FORWARD CONTRACTS IS NOT SUITABLE FOR ALL INVESTORS AND INVOLVES SUBSTANTIAL RISKS.
FUTURES AND OPTIONS TRADING INVOLVES SUBSTATIONAL RISK OF LOSS AND MAY NOT BE SUITABLE FOR EVERYONE.
© 2013

