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Wheat future: waiting to detonate an explosive situation
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Figure 1: 5 yr chart of Wheat future




The above chart is a daily chart of the Wheat future for a maximum period of five years with at the
bottom the Commitment of Traders analysis (COT): both the chart and the COT report are from the
website: www.cotbase.com which | strongly suggest you to get familiar with and learn what the
COT is and how can be used at your advantage.

The chart shows in the last five years each time that the private investors and in particular Large
Traders (the “insiders” with the green line) have been at their maximum short exposure. At the
same time that highest exposure also correlated with the highest long exposure for Commercials
(red line), in other words the providers of the futures contracts. Small speculators are the blue line
but those tend to follow the market, while | focus on who makes the market.

Such highest exposure for both Large Traders and Commercials happened only three times, of
which for the last two we can clearly see what price action followed after that.

Reverse huge positions brought the price of wheat to a +100% in the space of a couple of months,
from July 2010 to January 2011 and +45% from July 2012 to September 2012. It is a matter of
reversing positions because both Large Traders and Commercials (the latter as a consequence of
the former) moved from being highest short exposed to actually being long.

In addition another evidence of the possible trend inversion in action already now is the fact the
Wheat did higher lows since January 2012, and more importantly, a higher low just recently.

However right now there is no sign of trend inversion and it could be that before inverting Large
Traders will try a last move downwards to hit all stop losses placed by Small Speculators (who
went recently long) below recent lows at around 600 usd and only then, decide that an inversion
has to take place: that is similar to what happened in July 2010, you can see the chart.

Or similar instead of what happened with the second reverse Large Traders weren't able to push
the price below the low because Small Speculators didn’t allow that. In fact you can see that in July
2012 the blue line had two spikes showing the sudden decrease of short position (transalte in plain
buying activity) for Small Speculators.

Looking at the chart, | would opt for the second scenario as Small Speculators have already a
substantial long positions which for Large Traders may result very difficult to break: if that is the
situaiton, | would open long positions on Wheat above recent highs, at 720 usd in order to be sure
that a potential upward trend is in fact in progress.

Multiple targets are highlighted in the chart, so the 800 usd area first and 900 usd secondly. In the
likely even that both targets will be violated, expect new all time high for the this grain.

Imperative stop loss is below recent low at 630 usd.
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Useful Links:

European Central Bank: www.echb.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 representatiwat any investment strategy or recommendatioriaboed herein is suitable or appropriate to a fenffs individual circumstances or otherwise
constitutes a personal recommendation. It is phétissolely for information purposes, it does ranstitute an advertisement and is not to be coedtas a solicitation or an offer to buy or sell any
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will obtain profits, nor will it share with invests any investment profits nor accept any liabifdy any investment losses. Investments involvesraid investors should exercise prudence in making
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