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INTRODUCTION

Hi, this is Gary Kamen, and if you are trading futures, Forex, exchange-traded funds (ETFs), or op-
tions I cannot stress enough the importance of incorporating the new Disaggregated COT report into 
your trading. 

As someone who has been involved in the futures market for 25 years I have seen it all. I have seen 
professional floor traders make millions and blow millions. I have seen retail traders lose everything 
and not have a clue as to what happened. Very few traders learn and develop strategies based on 
the simple logic of how and why price moves as it does in any market. 

There is an old saying that you can never go broke by taking profits. I hear so many traders tell me 
that they had a winner and let it turn into a loser. RIGHT NOW type a letter to yourself that says 
NEVER TURN A WINNER INTO A LOSER. If you need help with knowing when to exit a profitable 
trade and you are not a current member of Trends in Futures I highly recommend taking a 30-day 
trial. At Trends in Futures you will learn how to PUT MONEY IN YOUR POCKET. 

ABOUT THIS BOOK

In the following pages you will learn about a tool that can help you get into a trade and maximize 
your profits. You will have greater confidence when you see clearly who is supporting the trade 
you are in, and if and when you should tighten your stops. It does not matter if you trade futures, 
Forex, ETFs, or options, this tool will be extremely helpful in managing your trades. 

Of course, if you have any questions about anything you read in this book feel free to contact me by 
email Gary@TrendsinFutures.com or you can call me (yes, I am a real person) at 312-506-8706. 

Be well, trade well, and follow the trends,

Gary Kamen

“Our greatest weakness lies in giving up.
The most certain way to succeed is always try one more time”

—Thomas A. Edison   

http://www.trendsinfutures.com/index.php?ref=COTGK
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First a Little History

The fi rst Commitment of Traders (COT) report was published for 13 agricultural commodities as of 
June 30, 1962. At the time, this report was proclaimed as another step forward in the policy of pro-
viding the public with current and basic data on futures market operations. Those original reports 
were compiled on an end-of-month basis and were published on the 11th or 12th calendar day of the 
following month (think about technology back then). 

The purpose of the COT was to differentiate between Commercial and Non-Commercial traders. 

The COT gradually became known as a tool that commodity traders used in an attempt to see the 
“thinking” of the large speculators and the commercials. It was a given that the commercials and 
large speculators enjoy an enormous advantage and are more knowledgeable about the markets 
than the “small speculator” (my group). The COT levels the playing fi eld by exposing the players be-
hind the trades. Trading without reference to it would be like buying a used car at night in the dark.  

Commercials (aka hedgers) are companies or traders that deal with actual commodities as part 
of doing business. Commercials are exempt from position limits and post smaller margins than 
speculators. Large speculators are traders whose trading levels are high enough that they require 
reporting to the Commodity Futures Trading Commission (CFTC). Small speculators are the trad-
ers remaining after the commercials and large speculators have been subtracted from the total open 
interests. The CFTC releases the COT report once per week, each Friday. It summarizes changes 
in futures positions in all major commodities by all major players. While tremendously useful, the 
COT seems by most to be so complex. Because of this belief, not many retail traders, novice or ex-
perienced use this vital information. If you look at open interest, not knowing who the players are 
could cost you. The following pages of this book will help you understand the COT and show you 
exactly how to utilize this information in your trading and help you catch the big market moves we 
are all searching for. It is more of a compass, showing a direction of the markets pushed along by 
increased buying and selling, than a timing tool. 

Though there are no hard and fast rules about the success of each group, Small Speculators are often 
looked at as the example of what NOT to do in futures trading.

http://www.trendsinfutures.com/index.php?ref=COTGK
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The Commitments of Traders Report

WHY IT IS IMPORTANT?

Rising open interest tells us new buyers are entering a market, and for every new buyer, there must 
be a new seller for open interest to increase. If you take anything away from this book realize “who 
are the traders selling in an up-trending market”?

There is a tool that can help you see exactly how all major trends start in any market-increased 
buying and selling buy big money: it is called the Commitment of Traders report (COT). Every Fri-
day the Commodity Futures Trading Commission (CFTC) releases the COT. The first report sepa-
rated Commercials, Large Speculators, and Small Speculators (my category). You cannot make an 
intelligent analysis of open interest without analyzing the COT. This report is essential, without it 
you have no idea how “big money” is posturing in a market. (For the best views and analysis of the 
COT report visit www.TrendsinFutures.com)

As large cash merchants in the business, commercials maintain their own intelligence-gathering 
networks and analysis. In fact, in some markets-such as softs, grains, and meats commercial trade 
houses are the primary source of fundamental supply and demand statistics available to the trading 
public. Assuming these numbers are accurately reported, you can be sure they already have been 
acted on in the market before the data is released to the public. The COT report detects these actual 
market manipulations. Besides a decided informational advantage, large commercials by definition 
trade in sizes large enough to move markets. Given these advantages, their futures trading prowess 
is not surprising. 

SO HOW DO YOU USE THIS?

Although each COT report contains many statistics of primary concern to futures and options trad-
ers are the actual positions and the changes from the prior report. Some try to work directly from 
the raw numbers, but the data are most easily analyzed when graphed as net positions opposite 
a weekly price chart. (The best place to view this is on the weekly charts at Trends in Futures.) To 
derive the net positions for each trade category, simply subtract the short contracts from the long. A 
positive result indicates a net long position (more long than short contracts), and a negative differ-
ence indicates a net short position (more shorts than longs). 

Whether a particular trader group is net long or short is not important to the analysis-net positions 
relative to historical levels are. Therefore, a simple net position is meaningless; it is imperative to 
compare the current net position with the recent historical levels in the respective market. The rela-
tive bullishness/bearishness of the commercial net position is easier to see when you can view the 
current net position with both the highest net commercial position and the lowest net commercial 
position over a selected period of time. See the Commercial Tracker under Resources at Trends in 
Futures for the quickest view covering all of the markets for the past 52-weeks.

http://www.trendsinfutures.com/index.php?ref=COTGK
http://www.trendsinfutures.com/index.php?ref=COTGK
http://www.trendsinfutures.com/index.php?ref=COTGK
http://www.trendsinfutures.com/index.php?ref=COTGK
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Commercial Tracker

Commercial Net Positions-Legacy Report

To learn how to fully use the COT visit www.trendsinfutures.com

http://www.trendsinfutures.com/index.php?ref=COTGK
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THE “NEW” REPORT

The Commodity Futures Trading Commission (CFTC) began publishing a Disaggregated Commit-
ments of Traders (Disaggregated COT) report on September 4, 2009. The first iteration of the report 
covered 22 major physical commodity markets; on December 4, 2009, the remaining physical com-
modity markets were included.

The Disaggregated COT report increases transparency from the legacy COT reports by separating 
traders into the following four categories of traders: Producer/Merchant/Processor/User; Swap 
Dealers; Managed Money; and Other Reportables. The legacy COT report separates reportable trad-
ers only into “commercial” and “non-commercial” categories.

All of the COT reports provide a breakdown of each Tuesday’s open interest for markets in which 20 
or more traders hold positions equal to or above the reporting levels established by the CFTC. The 
reports are published in futures-only formats as well as futures-and-options combined formats. The 
data are available in both a short format and a long format.2

The Disaggregated COT report is being published side-by-side with the legacy COT formats. The 
Commission is soliciting comment on the new report and will review whether to continue to publish 
both side-by-side or to replace the legacy report with the new report.

This initiative for providing market transparency arises from the recommendation to disaggregate 
the existing “commercial” category in the Commission’s September 2008 Staff Report on Commodity 
Swap Dealers & Index Traders.3 Specifically, that report recommended:

Remove Swap Dealer from Commercial Category and Create New Swap Dealer Classification for 
Reporting Purposes: In order to provide for increased transparency of the exchange traded futures 
and options markets, the Commission has instructed the staff to develop a proposal to enhance and 
improve the CFTC‘s weekly Commitments of Traders Report by including more delineated trader 
classification categories beyond commercial and non-commercial, which may include at a minimum 
the addition of a separate category identifying the trading of swap dealers.

The new categories are as follows: 

Producer/Merchant/Processor/User
A “producer/merchant/processor/user” is an entity that predominantly engages in the production, 
processing, packing or handling of a physical commodity and uses the futures markets to manage 
or hedge risks associated with those activities.

Swap Dealer
A “swap dealer” is an entity that deals primarily in swaps for a commodity and uses the futures 
markets to manage or hedge the risk associated with those swaps transactions. The swap dealer’s 
counterparties may be speculative traders, like hedge funds, or traditional commercial clients that 
are managing risk arising from their dealings in the physical commodity. (See next chapter on Swap 
Dealers)

Money Manager
A “money manager,” for the purpose of this report, is a registered commodity trading advisor (CTA); 
a registered commodity pool operator (CPO); or an unregistered fund identified by CFTC.7 these 
traders are engaged in managing and conducting organized futures trading on behalf of clients.

Other Reportables 
Every other reportable trader that is not placed into one of the other three categories is placed into 
the “other reportables” category.

To get immediate access and see how I analyze the COT ever day on the trades recommended at 
Trends in Futures take the 30-day trial. 

http://www.trendsinfutures.com/index.php?ref=COTGK
http://www.trendsinfutures.com/index.php?ref=COTGK
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SWAPS DEALERS

Unlike most standardized futures contracts, swaps are not exchange traded instruments. Instead, 
swaps are customized contracts that are traded in the over-the-counter (OTC) market between pri-
vate parties. Firms and financial institutions dominate the swaps market, with (if any) individuals 
ever participating.

In 1987, the International Swaps and Derivatives Association (ISDA) reported that the swaps mar-
ket had a total notional value of $865.5 billion. By mid-2006, this figure was just over $250 trillion, 
according to the Bank for International Settlements (BIS). Back then that was more than 15-times 
the size of the US public equities market. As of the second half of 2010 reported by BIS the total 
notional value is over $601 trillion. See table on below.

Provided by the Bank for International Settlements www.bis.org.

http://www.trendsinfutures.com/index.php?ref=COTGK
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Keep in mind the ISDA made numerous attempts to stop the Swap Dealers positions from being 
removed from the Commercial category. Luckily for the small retail speculator that did not work. 
Looking at the old report together with the new report you will see why this was so important. The 
charts on the following pages will give you the perfect pictures to see for yourself. The charts I am 
using can be found at www.TrendsinFutures.com. If you need any assistance in using this vital 
information please email me at Gary@TrendsinFutures.com. 

So who are the Swap Dealers? 

As of March 31, 2011 based on notional amounts of derivative contracts held for trading the follow-
ing 5 financial institutions are the top swap dealers. 

1.	 JPMorgan Chase

2.	 Citibank 

3.	 Bank Of America

4.	 Goldman Sachs

5.	 HSBC Bank USA

No surprises here. See the table below for confirmation.

Notional Amounts of Derivative Contracts Held for Trading
Top 5 Commercial Banks and Trust Companies in Derivatives

March 31, 2011, $ Millions

Provided by the Comptroller of the Currency.

http://www.trendsinfutures.com/index.php?ref=COTGK
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A PICTURE IS WORTH 1,000 WORDS

On the following pages you will fi nd weekly charts with both the old legacy report and the new disag-
gregated report. You will see why I now use the new report over the old report. 

You will fi nd that the fi nancial markets like the currencies and stock indices do not have a disaggre-
gated report. On these charts you will only see the legacy report. You will fi nd this is very helpful in 
watching big money move through the fi nancial markets.

On the chart above you can see that the Commercials in the older 3-line legacy report have a net 
short position of -137,471 contracts. In fact, Producers (true commercials) have a net short posi-
tion of -305,858 contracts, as seen on the disaggregated 4-line report. The difference being the 
Swap Dealers are net long 168,387 contracts. Look at the price action when Managed Money starts 
adding to net longs and Producers add to net shorts. If you look closely you can see that between 
January 2010 and June 2010 Swap Dealers had a net long position of 400,000 contracts. So what 
exactly are Swap Dealers doing with such a large net long position? Could it be speculation? 

The weekly COT fi gures are for October 14 2011 and October 21 2011.
Charts provided by www.trendsinfutures.com.

http://www.trendsinfutures.com/index.php?ref=COTGK
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Looking at the Live Cattle chart above you can see that in the 3-line report Commercials are net 
short -30,487 contracts. In fact, Producers are net short -131,610 contracts and Swap Dealers are 
net long 101,123 contracts. Managed Money is net long 92,000 contracts. Look at the price action 
when Managed Money and Producers are moving away from each other. Make sure you look up the 
livestock ETF (ticker COW). Currently with approximately $73 million in assets, you will never guess 
what those assets are compromised of? If you said futures contracts you are correct. 

http://www.trendsinfutures.com/index.php?ref=COTGK
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Looking at Crude above you see that Commercials are net short -120,565 contracts. Producers are 
net short -129,236 contracts, Swap Dealers are net long 8,671 contracts, and Managed Money is 
net long 147,448 contracts. Look at 2008 when Crude hit $147, Swap Dealers were net long 39,000 
contracts. Now look at September-November 2010. Swap Dealers dropped into net short territory. 
Hitting an all time low net short of over -82,000 contracts, you can see this is where Crude hit its 
high so far in 2011 at just over $114. And what about the crude oil ETF USO? With assets at $1.38 
billion they are the largest energy ETF. Once again, exactly in defi ning these assets you will fi nd 
that is $1.38 billion in long only futures contracts rolled over each month. Could the small sum of 
$1.38 billion affect crude? Maybe. 

http://www.trendsinfutures.com/index.php?ref=COTGK
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Yes, your morning cup of coffee is affected by big money. On the chart above you see Commercials 
net short -8,049 contracts. Looking down, you see Producers actually net short -29,402. The differ-
ence here is Swap Dealers are net long 21,353 contracts. Managed Money comes in at 7,350 con-
tracts net long. See the major trend you would have caught knowing how big money was posturing? 
Any idea how much money you would have made from 160 to 260? And, just think how this could 
help you trade options!

http://www.trendsinfutures.com/index.php?ref=COTGK
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So what about GOLD? Looking at the legacy report we see commercials net short -159,153 con-
tracts.  Looking on the disaggregated report that Producers are net short -167,884 contracts and 
Swap Dealers are net long 8,731 contracts. Managed money came in net long 117,899 contracts. 
One major point here is the green Swap Dealers line on the report: just a few months ago they had 
a net short position of nearly -100,000 contracts. In gold, just until last week, Swap Dealers were 
always net short. That means they posture as hedgers in gold not speculators. See how quickly 
week after week they dropped net shorts and Managed Money dropped net longs. And, look what 
happened to the price of gold. What happens when Swap Dealers start adding to their net shorts 
again?

http://www.trendsinfutures.com/index.php?ref=COTGK
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Currency and Forex

Yes, you can even use the COT to trade either Currency Futures or even Forex. Now, here we are 
looking at only the older legacy report; it does tell a nice story about big money moving through 
the Euro. Look at what has happened most recently with commercials on the chart as well as large 
spec. As commercials liquidate net short and add to net longs see what happens to the price of 
the Euro: the price moved down from 1.45000. Even better, look at when the Euro was trading at 
1.20000 and see the movement of the commercials and large spec that preceded this low in 2010.  
Knowing this information will defi nitely prepare you to trade any Forex pair related to the Euro. Of 
course, if you trade Currency futures you better have a read on big money movement: it really does 
affect price action. See what the COT is telling you on the following currency charts. BP-YEN-SF- 
USD. 

http://www.trendsinfutures.com/index.php?ref=COTGK
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Now You Know

So, now you see that in the past decade more money has come to the futures industry than in the 
first 100 years. We can go back even further to when the Chicago Board of Trade came into ex-
istance in 1846-47.  

The CFTC did the small retail trader a favor by creating the COT Disaggregrated Report. Now more 
transparent, the report can give you the insight on how the “biggest money” is posturing in any 
market. 

If you have been told that the COT is really complicated to understand and you need a special COT 
index to decipher the information, someone is trying to sell you something because that can’t be 
further from the truth. All you need is the proper views and understanding which you can acquire 
very quickly by using Trends in Futures.  The COT is not a timing tool and should not be used as 
such. When used in conjunction with all of the other tools that Trends in Futures provides you will 
finally realize what lies beneath all major trends, up or down. 

If you want to learn how to use this vital information and improve your trading visit Trends in 
Futures and take a 30-day trial. On charts each day I incorporate the new COT report on all of our 
new trade recommendations in easy to understand videos.  Soon there will be an added report called 
Big Money Monthly. That will help you even more make the most out of knowing what the big boys are 
up to. 

http://www.trendsinfutures.com/index.php?ref=COTGK
http://www.trendsinfutures.com/index.php?ref=COTGK
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ELEPHANTS

In closing, let me add that if you are trading futures, forex, or options and are not using the new 
COT report you are missing the big picture. You are not seeing what is up ahead because you are 
not seeing big money movement. It would be like standing in a room with three large adult wild 
elephants blindfolded. Not seeing their movement, I am guessing it would not feel too good. Same 
goes for your trading and the new COT. 

Thanks for taking the time in reading how this powerful information can help you. I am always an 
email or telephone call away to help you better understand anything you have read in this book, or 
if you need any assistance in your trading. 

Until next time. Be well, trade well, and follow the trends.

All the best,

Gary Kamen
Gary@TrendsinFutures.com

http://www.trendsinfutures.com/index.php?ref=COTGK



