
 

Update Monday, July 28, 2008 

 

It appears the Softs are in a "Loading" phase.  The uptrend needs to hold, at least on a closing bases. The 

trending pattern appears to be running in fours or multiples of four.  In April of 2007 the market rallied 

12 weeks, down 4.  Then in Aug. 2007 it rallied 8 weeks, down 4. From there, it rallied 16 weeks to the 

high of March 2008, down 4.  As the market began its sideways pattern the count changed to 8 weeks 

from low to low. And again, 8 weeks from low to low, which was last weeks low.  Let's put it this way, I 

don't believe this would be a good time to sell the softs market!!! 



 

 

 



 

 



  



  



 

As you can see the "Matrix" trends are down on all. By the text book, one should wait for the trends to 

change before entering a long position.   If you must bottom pick, do so with long options only. 

According to the index pattern, buy calls out far enough to cover 16 weeks. 



 

The cotton market open interest has dropped 28% from its highs, commercial shorts have dropped 40%, 

and fund longs have dropped 45%. If fund and commercial longs, step up to the plate and mount a 

buying spree, the bottom should be in for some time. 

 

In the OJ pit, funds have good control and percentages of the open interest. So watch the Fund longs 

each week to see if they are buying more or liquidating.  



 

Most of this last up phase in the markets has been Commercial shorts buying back contracts, as proven 

in other explosive markets of recent past, this can go on for long time.  The old school traders are finding 

it difficult to buy a commodity when the open interest is dropping.  You are now one up on the old pros. 

Speculation hasn't caused the rise in the commodities, but over commercial selling is the culprit.    

 

The sugar had the same problem as other markets this year, commercial over selling. This was the 

premise for the rally. It appears they have only delayed or magnified the inevitable. If commercial longs 

come back in the market, commercial with have to defend again or join in, this market will power-up! 



 

The CFTC has cracked down on bullying the crude oil market.  You don't think the commercial shorts 

were bullying the short side of the coffee?  Coffee has the lowest stocks since the 60's but yet the short 

commercials had 160,000 contracts sold?  What were thy hedging, 15 year supplies on the 2008 contract 

months?   This market and others like it should find less commercial hedge pressure on any future 

ǊŀƭƭƛŜǎΦ  CƻǊ ƻƴŜ ǘƘŜȅ ŦŜŜƭ ƭǳŎƪȅ ǘƻ ƘŀǾŜ ŜǎŎŀǇŜŘΣ ŀƴŘ ǎŜŎƻƴŘƭȅ ƛǘΩǎ ǘƻǳƎƘŜr to find banks to lend money 

like this.  

A few markets didn't escape their short positions as easy.  The grains; beans, corn, and wheat blistered 

the commercial over selling; many had 3 years worth of contracts hedged from farmers at lower margin 

rates.  Plus they tried bullying the market, like they did every other bull market, selling even more. 

Lenders tighten up leaving many elevators hanging pretty tough.  Let's cut to the chase.  Cargill controls 

the show, with 40 corporate jets worth over 3 billion a piece.  They control the price, the flow, the 

storage and the export and foreign market places.  I will give you an example of what they have the 

power to do...   (2007) The veg oil market is screaming higher on foreign demand, corn market is pushing 

the higher ends of reason with bio fuels making huge profits, leaving soy meal the cheaper input in the 

bird and animal feeding rations, as managers lock in large meal supplies.   In the end, beans have to 

move higher on this global macro picture and they do.  Exports of soybeans were record at record 

prices, but,,, the farmer hauls in the soybeans to the Cargill elevator, or an elevator that tenders to 

Cargill, only to find there is a $1.80 bases (difference between the futures and the Cash).  What?  Well, 

they had to cover there interest charges some how on the forward contracts!  I will step down off the 

soap box, but my point here is, the commercials won't have the power to keep shorting like they did, 

leaving the next bull market rallies to play out more normal.   Maybe... 


