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Why futures now? Because futures markets 

respond quickly to world events. Because where 

there is volatility there is opportunity. Because 

you’re ready to be the best trader you can be.

Unique Opportunities

Commodity futures markets were designed as 

financial instruments to help ward off (or gain 

from) price volatility. The markets, which bring 

together buyers and sellers with a multitude of 

opinions and motivations, quickly absorb news 

that may have an impact on prices in the future. 

Today’s news is fast and furious in the 

geopolitical arena, which can impact financial 

futures worldwide in stock index, interest rate and 

currency markets. Mother Nature, too, can be a 

formidable force in physical commodity markets 

such as crude oil, natural gas, corn, wheat and 

soybeans when hurricanes and drought are in the 

headlines.

Volatility

Futures are known for experiencing considerable 

price movement, and that’s another key benefit. 

Volatility can work for you or against you, but 

most speculators want markets that move. And 

futures do! Just take a look at where the price of 

crude oil has gone over the last year, and you’ll 

see what we mean! 
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Unique Opportunities

Source of data: FutureSource ®

Savvy investors know that every day brings 

potential investment opportunities. And, 

that has only become increasingly true as 

technology makes the world seem smaller 

and its news come faster than ever before.

Crude Prices 2005-07 ($/ barrel)
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The Power of Leverage

Futures are one of the most capital-

efficient investment vehicles available. 

What does this mean? Simply stated, 

with futures you can make a larger 

investment using a much smaller 

amount. This can be described as 

“leverage.” Leverage can be a boon 

to investors on the winning side of the 

market as gains can be greater with 

futures than with other investments, 

but it’s a double-edged sword. 

Leverage can also inflict a lot of pain if 

you are on the losing side.

If you’ve bought real estate, you’re 

probably already familiar with how 

leverage works. Say you buy a 

$300,000 home with 20 percent down 

($60,000). In five years, your home 

might have appreciated to $360,000. 

That’s a $60,000 gain, or a 100 

percent return on your initial $60,000 

down payment.  

Example Scenarios

Futures are traded in “contracts”. In 

the stock market, your “contract” value 

is the number of shares times the 

price of the stock. For example, 1,000 

shares of XYZ times $42 per share 

equals $42,000. So your “contract” 

size is $42,000. In futures, you often 

have to commit no more than 10 

percent of a futures contract’s value in 

order to take a long or short position. 

For example, if a CME E-mini® S&P 

500 contract is worth $50,000,  

you may need no more than $5,000 to 

buy or sell that contract.  

Leverage:  

an investment 

dynamic in 

futures trading

Leverage
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If you buy and the contract’s value rises 

just 10 percent, to $55,000, then your initial 

investment amount of $5,000 will have gone up 

100 percent, to $10,000. 

Leverage is equally potent when a position is 

going against you. Let’s say that you took the 

same action as before—you spent $5,000 to 

take a long position. But, now the contract’s 

value falls by 10 percent, to $45,000. In a 

nutshell… you’re wiped out. Your $5,000 is 

completely gone. And, unless you get out of 

the position with an offsetting sale when your 

maintenance margin level is violated, you’ll be 

obligated to put up even more money if the 

market keeps moving against you.

Capital Efficiency

With leverage, excess funds in your account 

can be used for other purposes, including 

investing in other assets. So that’s where you 

get the capital efficiency. And in the event 

the market is moving the way you want it to, 

your returns will be greater than with a similar 

cash-equity investment, such as an exchange-

traded fund (ETF). On the flip side, losses will 

be greater than with an ETF position if the 

market moves against you.  And, with futures 

it’s even possible to lose more than your initial 

investment. 

Please be aware that margins are subject to 

change by the exchanges or Lind-Waldock 

without notice.
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Futures are very simple to understand. That’s not 

to say it’s easy to make money with them. But, 

futures are very straightforward. You either believe 

prices will rise or they will fall; you will either buy 

or sell. It really is that simple. Of course, there are 

nuances such as contract months and expirations, 

but your Lind-Waldock account rep, Trade Desk or 

broker can help guide you through the other details 

of trading futures, and make it an easy process.

Simply put, a futures contract is an obligation to 

buy or sell an underlying product at a specific price 

at a specific time in the future. Think of it as the 

futures version of a share of stock. 

1. An Obligation to Buy or Sell

The key word is “obligation.” Unless you offset your 

original position before the contract expires (and 

nearly 100 percent of speculators do just that), 

you must eventually buy or sell at the agreed-upon 

price when the contract expires.

2. Underlying Product

Each futures contract specifies a certain amount 

(and sometimes quality) of the underlying product, 

so that the contract terms are standardized for  

all participants. For example, one E-mini S&P 500 

futures contract represents exposure to all 500 

stocks in the Standard & Poor’s 500 index. 

Contract standardization means that investors 

don’t have to worry about anything but the real 

business at hand - changes in price.

Easy to Understand
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3. Specific Price

Futures contracts are traded in public, government-

regulated forums – exchanges where business is 

conducted either online or in traditional open-outcry 

pits on a trading floor. Prices are determined by the 

orders that come into the market from buyers and 

sellers. When an order from a buyer at $100 meets 

an order from a seller at $100, a trade occurs, and a 

futures price of $100 is broadcast to the world.

4. Specific Time in the Future

Futures contracts expire at a certain point in the 

future. For example, a June 2007 futures contract will 

cease to exist sometime during the month of June in 

2007 (depending on exchange-set rules).  

As with other elements of the contract,  

a standardized expiration date makes it easier  

for investors to focus on pricing decisions.

Buy or Sell with Equal Ease

This may seem obvious, but prices don’t always 

go up. Sometimes they fall. With futures, it’s just as 

easy to sell, or take a short position, as it is to buy, 

or take a long position. Unlike many cash-based 

investments, there are no special forms to fill out, no 

“uptick rule” and no higher financial requirements 

to meet. The requirements to sell short are exactly 

the same as to buy long. Either strategy is treated 

equally, and can be executed with  

equal ease.

http://www.lind-waldock.com
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Around-the-Clock Trading

Most popular futures markets today trade around the 

clock, and around the globe. It’s easy to get in and out 

of positions in popular and liquid futures markets, and 

you can do so at the click of a button, with lightning-fast 

speed. Futures markets are user-friendly, and that has 

helped drive the incredible growth these markets have 

enjoyed, especially in electronic markets.

Futures exchanges and futures brokerage firms are well 

aware that market-moving events happen around the 

world and around the clock. As a result, you can trade a 

wide variety of markets virtually 24 hours a day. Thus, if 

overnight events dictate action, you can participate. 

For example, during the 2004 U.S. presidential election, 

the E-mini S&P futures rose and fell based on polling 

information for the tight race between George Bush 

and John Kerry, which continued back and forth well 

after the stock market closed that day. In July 2005, 

the futures market was open long before the U.S. stock 

market to absorb the initial shock and reaction to subway 

bombings in London.

Read more, and see charts illustrating market reactions 

in How Markets Absorb Information: Interpreting price 

charts, by Dan Gramza. This webinar is archived at 

www.lind-waldock.com/events/.

Pure Price Play 

More than any other investment, futures allow you to 

invest directly in the markets and events you have an 

opinion about. Say you believe the crude oil price will 

rise from current levels. Your investment choices might 

include investing in oil and gas partnerships, an energy 

stock or perhaps a sector fund. But investing directly 

in a stock involves management issues, market share, 

risk of scandals and a host of other “company-specific 

risks” that really don’t relate to the price of the actual 

commodity. Crude oil futures, however, will move 

Unique Advantages

You can 
trade a 
wide variety 
of futures 
markets 
virtually 24 
hours a day
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Futures  
market 
data often 
come from  
government 
and other 
public domain 
reports 

one-for-one with the underlying crude price. Whether you 

talking about interest rates, stock indexes, or currencies--

where else can you directly invest in the markets affecting 

your world? Futures are a pure price play.

No Secrets

Supply and demand rule in futures markets, not quarterly 

earnings, corporate filings or management changes. 

Instead, the data that moves futures markets often come 

from government reports that are in the public domain and 

can be the primary source of market information.  

For example, the U.S. Department of Agriculture estimates 

crop size and international demand for wheat, corn and 

soybeans (www.usda.gov); information about a country’s 

economy (which affect stock, financial and currency 

markets) comes from central banks (www.federalreserve.

gov/releases/) and government agencies (www.bls.gov).

And, to keep track of who’s holding what type of positions, 

you have to turn only to the U.S. futures regulator, the 

Commodity Futures Trading Commission, for its weekly 

Commitments of Traders report (www.cftc.gov/cftc/

cftccotreports.htm). 

Potential Tax Benefits

Futures enjoy unique tax treatment not available to 

securities. Generally, securities transactions are taxed 

as either short-term capital gains or more favorably as 

long-term capital gains. Futures transactions, however, 

are simply lumped together and reported on a single Form 

1099 at year-end. With the exception of securities futures, 

any profits are taxed at the “60/40” rate – 60 percent taxed 

at the favorable long-term rate and 40 percent taxed at the 

short-term rate. We’re not tax advisors, and everyone’s 

situation is unique, so please consult your tax specialist 

about your individual circumstances.
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Futures trading involves substantial risk of loss 
and is not suitable for all investors. 

Call 800-445-2000 now to learn more about 
commodity futures trading. To get started right away, 
you can open your account online at:  
www.lind-waldock.com
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Lind-Waldock Expertise

Lind-Waldock has been helping individuals trade 

commodity futures since it was founded in 1965. We 

cater to –and anticipate– your needs as an individual 

trader with personal service you can tap into 24 hours a 

day during the trading week.

Whether you want to trade a self-directed account 

online, build a relationship with a broker or let 

professionals trade for you in a  managed account, you 

can do it all at Lind-Waldock.

Why Futures Now
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