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“Quantitative approach for asymmetric results”

Source: http://www.cotpricecharts.com/commitmentscurrent/index.php

Some very useful pieces of information can be derived looking at the Commitment of Traders
(COT) which is issued on a weekly basis by the US Commodity and Futures Tradig Commission
(CFTC). In the last weekly report, shown above in a graphic form, it is worth noting how constantly
the Large Traders (light blue bars) have been decreasing their long exposure on the E-Mini SP500
(ES) which coincides with the decreasing of the short exposure of the Commercials (the providers
of the contracts).
At the same time it is valuable information to note that the total Open Interest (green line) in the
market has been decreasing in the last six months, with a lesser steep angle each time (black line
– evidence of momentum loosing -).
Another interesting fact is the time distance from each trough to peak of Open Interest, which
in the above chart typically takes around three months time. The current time elapse of the latest
Open Interest trough to peak is at two months.
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The purpose of this flash report is to highlight some evidence that the upward trend started in June
is giving (first?) signs of initial loosing momentum, that is not derived from an analysis of a chart of
the ES future contracts itself, but directly from the players involved in trading such instrument.
This particular study is not directly involved with the clear view of the writer that, at this stage, this
upward trend is still the end part of the four-year bull market. However evidence shown here, is
highlighting the fact that at each subsequent run up of the market Large Traders were unloading
their long positions, either/or participating with less volume in each subsequent leg up.
A clear evidence of a trend inversion with this COT Report would be Large Traders becoming Net
Short, with Commercials becoming Net Long.
To date, this has not happen yet.
On the other hand, a robust continuation of the bull market can only be confirmed with higher Net
Long position from the Large Traders.
Also, please bear in mind that the CFTC COT Report is a lagging indicator, as it pictures a
situation with a rear-view mirror, while at present we do not know the current Net Exposure of the
Large Traders.
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Useful Links:
European Central Bank:
www.ecb.int
Bank for International Settlements:
www.bis.org
International Monetary Fund:
www.imf.org
Federal Reserve:
www.federalreserve.gov
US CFTC
www.cftc.gov

Disclaimer
Nothing in this report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise
constitutes a personal recommendation. It is published solely for information purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any
securities or related financial instruments in any jurisdiction. No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
information contained herein, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. The writer does not undertake that investors
will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should exercise prudence in making
their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgment. Past performance is not necessarily a guide to future performance. The
value of any investment or income may go down as well as up and you may not get back the full amount invested. Any opinions expressed in this report are subject to change without notice.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and trading
in these instruments is considered risky. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument mentioned in this report. For
investment advice, trade execution or other enquiries, investors should contact their local sales representative. Any prices stated in this report are for information purposes only and do not represent
valuations for individual securities or other instruments.
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