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Commodities are raw materials or primary
agricultural products that can be bought and
sold. They form the backbone of global trade,
underpinning industries from energy to

Basic Market Participants
e Producers (e.g., farmers, miners)
o Consumers (e.g., manufacturers,

utilities)

e Speculators (e.g., traders seeking
profit)

e Hedgers (e.g., airlines locking in fuel
costs)

How Prices Are Determined

Historical Origins

Long before modern exchanges existed,
commodities were traded at regional fairs
and through merchant guilds. Grain,
livestock, and other staples changed

hands hand-to-mouth, with price
negotiated on delivery. These early
transactions laid the groundwork for
recognizing the need to manage the risk of
fluctuating harvests and supply
disruptions.

agriculture to metals. Understanding
commaodities is essential for anyone looking
to navigate modern markets or grasp how
everyday goods get from producer to

e Spotvs. futures markets
e Factors: Supply disruptions,
geopolitical events, weather,

In 1848, agricultural traders in Chicago
formed the Chicago Board of Trade
(CBOT), standardizing contract terms and

consumer.

What Are Commodities?

Definition: Standardized goods
traded on exchanges or
over-the-counter, interchangeable
regardless of origin

Key Traits: Fungible, uniform quality,
priced by global supply and demand

Classification of Commodities

inventory levels

Development of
Commodities
Trading

1. Energy - Crude oil, natural gas, coal
2. Metals - Gold, silver, copper,
aluminum
3. Agriculture - Wheat, com, soybeans, The business of buying and selling raw
c?ffee materials has evolved dramatically since its
4. Livestock & Meat — Cattle, hogs,

poultry

Why Commodities Matter

Act as an inflation hedge

Gauge global economic health
Serve as inputs for manufacturing
and consumer goods

earliest days in barter societies. What began

as informal agreements between farmers and

merchants at local markets has grown into a
global network of organized exchanges,
electronic platforms, and sophisticated
trading firms.

introducing open outcry trading. This
innovation allowed farmers to lock in
prices before harvest and provided
speculators with a transparent
marketplace. Within a few decades,
similar models appeared abroad: the
London Metal Exchange in 1877 for
metals, and by 1970 the New York
Mercantile Exchange (NYMEX) was
launched to trade energy products.
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The second half of the 20th century saw
rapid advances in communications and
computing. Electronic order matching
replaced pit trading, granting participants
instant access to price data and execution.
Algorithmic strategies and high-frequency
trading now account for a significant
portion of volume on major platforms like
CME and ICE. Despite the shift in tools, the
core function of hedging risk and
connecting producers with consumers
remains unchanged.

Key Milestones

e 1848 —Founding of the Chicago
Board of Trade (CBOT)

e 1877-Establishment of the London
Metal Exchange (LME)

e 1970 - Launch of the New York
Mercantile Exchange (NYMEX)

e 1987 -Introduction of electronic
trading on CBOT

e 2000s - Rise of algorithmic and
high-frequency trading

Summary

From regional fairs to real-time electronic
platforms, commodities trading has
continuously adapted to meet the needs of
producers, consumers, and financial
intermediaries. Each technological leap
and regulatory framework has
strengthened price transparency and risk
management, setting the stage for today's
interconnected markets.

Futures offerings by broker

See what's new In the world today

In today’s fast-paced markets, selecting
the right futures-trading venue can make
the difference between smooth execution

and costly missteps. Full-service brokers
such as Charles Schwab, TD Ameritrade’s

thinkorswim and E*TRADE deliver intuitive

interfaces, robust customer support and
integration with equities and options.

By contrast, specialist platforms like
NinjaTrader, TradeStation, AMP Futures
and R.J. O'Brien cater to power users. They
offer deep charting, programmable back-
testing and ultra-competitive margins, but
demand time to master custom scripting
and often carry platform or data-feed costs.
High-volume traders and algo developers
tend to gravitate here for the flexibility and
precision these tools afford.

Commodity
Markets and
Instruments

Commodity markets rely on a range of
instruments that allow participants to buy,
sell, and manage the price risk of raw
materials. While spot transactions involve
immediate delivery, most market activity
occurs in standardized derivative contracts
designed to transfer risk and enable price
discovery.

Spot and Forward Markets

In a spot market, the buyer pays the
prevailing price and takes delivery almost
immediately. This straightforward exchange
underpins physical trade but offers no
protection against future price swings.
Forward contracts emerged as private
agreements to purchase a set quantity at a
predetermined price on a future date.
Though customizable, forwards carry
counterparty risk and limited liquidity.

Futures Contracts

Futures transformed commodity trading by
standardizing the size, quality, and delivery
terms of contracts. Traded on regulated
exchanges, they require posting a margin-an
initial deposit that covers potential losses-
adjusted daily through mark-to-market. This
mechanism ensures the integrity of the
market and allows traders to exit positions
by offsetting contracts before delivery.

Bridging the gap, hybrids such as
Interactive Brokers and tastyworks
combine low per-contract rates (as little as
$0.25) with broad global access. IBKR's
sprawling market reach and portfolio-
margin capabilities appeal to institutional
players, while tastyworks’ streamlined
order entry and integrated educational
content resonate with active retail traders.




Energy Commodities
See what's new today

Energy commodities power modern life,
impacting everything from transportation
costs to utility bills and industrial output.
Their prices often reflect global economic
health, geopolitical tensions, and seasonal
demand patterns. Swings in energy prices
can trigger inflation or deflation, influence
central bank policies, and shift investment
strategies across markets.

Crude Oil Markets #O0OTT

Crude oil is the most liquid and widely traded
energy commodity. Benchmarks such as
West Texas Intermediate (WTI) in Cushing,
Oklahoma, and Brent crude in the North Sea
guide global pricing. Major producers include
the U.S., Saudi Arabia, Russia, and Canada.
Traders track inventory levels at key storage
hubs like Cushing for WTI, analyzing
contango and backwardation in futures
curves to inform trading and hedging.

Agricultural
Commodities

Agricultural commodities, including grains,
oilseeds, softs and livestock, connect farm
production to global food systems.
Seasonal cycles, weather fluctuations and
policy decisions drive supply and demand,
making these markets both vital for food
security and prone to volatile price swings.

Major Commodities and Supply Chains

Wheat, corn and soybeans dominate
global grain production, with vast acreages
in North and South America, Eastern
Europe and Asia.

Natural Gas

Natural gas markets are regionally
segmented due to infrastructure and
transport costs. In North America,

Henry Hub serves as the primary pricing
point. Seasonal demand is driven by heating
in winter and cooling-driven power
generation in summer, with storage
injections and withdrawals playing a crucial
role in price formation.

The growth of the global LNG market has
begun to connect regional hubs, allowing
arbitrage opportunities when price spreads
exceed shipping and regasification costs.

Other Energy Commodities

Coal continues to fuel electricity generation
in many regions, with benchmark indices like
API2 for European imports and APl for
South African exports. Power markets trade
electricity forward contracts and swaps tied
to regional grid hubs, reflecting generation
mix, demand forecasts, and transmission
constraints.

After harvest, crops move into silos and
warehouses before transport via rail, barge
or truck to processors or export terminals.
Soft commodities such as coffee, sugar,
cotton and cocoa come from tropical regions
where rainfall patterns and infrastructure
constraints influence yields and logistics.
Livestock contracts for feeder cattle, live
cattle and lean hogs reflect animal breeding
cycles, feed costs and slaughterhouse
capacities.

Price Dynamics

Weather extremes-droughts, floods or
unseasonal temperatures-can sharply reduce
yields and trigger price spikes. Crop reports
from agencies like the USDA and FAO
provide planting intentions, acreage
estimates and ending stocks data, guiding
market expectations.

As decarbonization gains momentum,
carbon credits and renewable energy
certificates (RECs) emerge as market-based
tools to assign costs to emissions and
support renewable investment. Although not
physical commodities, they trade similarly to
financial contracts and influence energy
companies’ hedging strategies.

Price Benchmarks and Hubs

e WTI (Cushing, OK): U.S. crude
benchmark traded on NYMEX
e Brent (North Sea): Global crude
benchmark traded on ICE
e Henry Hub: U.S. natural gas
benchmark
e TTF & JKM: European and Asian
LNG benchmarks
Physical storage and transit hubs shape
regional pricing and basis differentials.
Traders monitor weekly inventory reports,
shipping data, and pipeline flows to
anticipate price moves.

Market Structure and Trading

Futures contracts for grains trade on the
Chicago Board of Trade (CBOT), specifying
standardized quantities, quality grades and
delivery months. Basis contracts allow
local hedging by fixing the price
differential between cash and futures.
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Metals Commodities

Metals commodities encompass both precious and industrial metals,
playing crucial roles in finance, manufacturing, and technology.
Prices are influenced by global economic activity, industrial demand,
and geopolitical factors, making metal markets a bellwether for
broader economic trends.

Precious Metals

Gold and silver are traditional
safe-haven assets and storehouses
of value. Investors flock to these
markets during periods of
uncertainty, driving price
movements often decoupled from
industrial usage. Gold is priced in
U.S. dollars per ounce on COMEX,
while silver trades on multiple
exchanges.

Platinum and palladium serve as
both investment assets and
industrial inputs-most notably in
automotive catalytic converters.
Supply deficits or surpluses in
these markets can cause
pronounced price swings.

Industrial Metals

Copper, aluminum, nickel, and zinc underpin infrastructure,
construction, and consumer electronics. Copper is widely viewed as
an economic barometer: strong demand typically signals global
growth. Extraction and processing bottlenecks-such as mine strikes,
smelter outages, or energy shortages-can tighten supply and spike
prices.
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Market Structure and Exchanges

Base metals primarily trade on the London Metal Exchange (LME),
where contracts for delivery months up to several years are
standardized by grade (e.g., Grade A copper) and by warehouse
location. The LME’s warrant system allows traders to take or make
delivery against open contracts, with daily reporting of inventories
that directly impacts basis and financing costs. Precious metals such
as gold and silver trade on COMEX (part of CME Group) in New York
and on the Shanghai Futures Exchange (SHFE) for domestic Chinese
markets. Each exchange publishes daily open, high, low, and
settlement prices that serve as global benchmarks.

Regional venues like India’s Multi
Commodity Exchange (MCX) and
Japan’s Tokyo Commodity
Exchange (TOCOM) add local
liquidity and unique contract specs.
Electronic platforms-CME Globex,
ICE's electronic platform, and LME
Select-have largely replaced pit
trading, offering greater
transparency and access.

METALS WILL PLAY A PIVOTAL ROLE

Price Drivers and Dynamics

Supply: mine production levels, ore
grades, geopolitical events in
major producing countries
Demand: industrial consumption,
investment flows into ETFs, scrap
and recycling volumes Speculation:
funds and algos adding liquidity
but occasionally amplifying
volatility during extreme market
moves. Seasonal maintenance

shutdowns at smelters can also pinch supply temporarily. Financial
speculators and algorithmic funds add liquidity but can exaggerate
price movements, especially around technical thresholds or during
volatility surges. Currency swings-particularly the U.S. dollar’s
strength-and macro indicators like interest rates, inflation, and GDP
forecasts further influence dollar-denominated metal prices.



Commodities Trading Strategies
and Risk Management

Successful commodities trading blends
market insight, disciplined strategy and
robust risk controls. This chapter explores
common approaches-from fundamental
analysis to technical trading-and outlines
best practices in managing position size,
leverage and downside risk.

Fundamental Analysis

Traders use supply-demand metrics,
seasonal cycles and macro indicators to
form directional views:

e Supply Factors: production
forecasts, inventory reports,
geopolitical events

¢ Demand Signals: consumption
trends, industrial activity, policy
shifts (e.g., biofuel mandates)

e Seasonality: planting and harvest
calendars, weather patterns

e Macro Environment: currency
trends, interest rates, inflation data

Fundamental analysis informs medium- to
long-term trades or hedges, guiding entry
and exit around key report releases (e.g.,
USDA WASDE, EIA weekly stocks).

Technical Analysis

Price charts and statistical indicators help
identify trends and reversals:

¢ Trend Indicators: moving averages,
MACD

e Oscillators: RSI, stochastic

e Volume Analysis: open interest,
volume spikes to confirm moves

¢ Chart Patterns: triangles, head-
and-shoulders, double
tops/bottoms

Technical signals often drive short-term
trading and timing of entries/exits.

Spread Strategies

Spreads involve simultaneous long and
short positions in related contracts:

e Calendar Spreads: nearby vs.
deferred delivery months to play
carry and storage costs

¢ Inter-Commodity Spreads: related
commodities (e.g., crude vs.
heating oil)

e Location Spreads: basis trades
between physical location and
futures benchmark

Spreads typically exhibit lower volatility
than outright positions, reducing margin
requirements and financing costs.

Position Sizing and Leverage

Effective risk management starts with
defining position size relative to account
equity. Common rules:

e Risk no more than 1-2% of equity
per trade

e Use volatility measures (ATR) to
adjust contract size

e Be mindful of initial and
maintenance margin requirements

Leverage amplifies both gains and losses.
Traders should monitor margin-to-equity
ratios and maintain buffer capital to avoid
forced liquidations.

Stop Losses and Hedging

e Stop Orders: automatic exit when
price breaches a predefined level,
protecting against runaway losses

¢ Options: purchasing puts or calls
as insurance against adverse
moves

¢ Dynamic Hedging: adjusting
hedge ratios as market conditions
change (delta hedging for options)

Record-Keeping and Performance Review

Maintaining detailed trade logs-entry/exit
levels, P&L, rationale-enables ongoing
strategy refinement. Regular review of
winning vs. losing trades helps identify
strengths, weaknesses and behavioral
biases.

Psychological Discipline

Emotional control separates successful
traders from novices. Key principles:

e Follow pre-defined plans

e Avoid overtrading after wins or
losses

e Stay objective during noise and
volatility

Commodity Market
Infrastructure and
Regulation

Commodity markets rely on well-developed
infrastructure and regulatory frameworks to
ensure fair trading, price transparency and
financial stability. In this chapter, we explore
the roles of exchanges, clearinghouses,
regulators and logistics providers that
underpin global commodity markets.

Exchanges and Trading Venues

Major exchanges like CME Group (CBOT,
NYMEX), ICE, LME and regional platforms
(MCX, TOCOM) set contract specifications,
enforce trading rules and publish daily
market data. Electronic order-book systems
provide real-time bid/ask visibility and
support different order types-market, limit,
stop and iceberg orders.

/

Clearinghouses and Margining

Clearinghouses novate trades between
buyers and sellers, guaranteeing contract
fulfillment and mitigating counterparty risk.
Initial and variation margin requirements are
set based on volatility and position size;
clearing members must post collateral and
maintain margin calls. Default funds and
mutualized insurance systems protect
against member defaults.



Commodity Market
Infrastructure and Regulation
Cont'd

Regulators such as the U.S. Commodity Futures Trading Commission
(CFTC), Europe’s ESMA and national authorities in major producing
nations oversee market conduct, position limits and reporting
requirements. Regulations like Dodd-Frank and EMIR require
standardized OTC contracts to be cleared and impose higher
transparency obligations.

Trade Reporting and Market Surveillance

Trade repositories and designated
reporting mechanisms collect
transaction data from both
exchange-traded and OTC
markets. Surveillance teams
monitor for manipulative behavior-
spoofing, wash trades, cornering-
and enforce penalties to maintain
market integrity.

Physical Infrastructure and
Logistics

WORLD, ALL WHILE BEING
CHARATERIZED AS THE LARGEST
EMITTERS OF CARBON.

Quality assurance protocols,
certificate of origin documentation
and delivery procedures link paper
contracts to physical settlement.
Insurance, inspection services and
third-party logistics providers play
crucial roles in managing
operational risks.

COMMODITY PRODUCERS
CONTINUE TO BE THE MOST ESG
FOCUSED COMPANIES IN THE

Benchmark Administration and Governance

Organizations like ICE Benchmark Administration and CME Group's
benchmark committees oversee the determination of key reference
prices. Governance frameworks-consultation, transparency and
oversight-help prevent benchmark manipulation and maintain
confidence in price indices.

Sustainability and ESG in
Commodities

As stakeholders demand more responsible sourcing and production,
environmental, social and governance (ESG) factors have become
integral to commodities markets. This chapter examines how ESG
considerations shape supply chains, pricing and risk management.

Environmental Impacts

Commodities production often
strains natural resources and
ecosystems. Deforestation for
agriculture, methane leaks in
natural gas systems and mining
tailings highlight urgent
environmental challenges. Carbon
pricing mechanisms and emissions
trading schemes-such as the EU
Emissions Trading System (EU
ETS) and California Cap-and-
Trade-create market signals to
reduce greenhouse gas output.
Certification programs (e.g., RSPO
for palm oil, Rainforest Alliance for
coffee) set sustainability standards
and influence premium pricing.



Conclusion and Future Outlook

Key Takeaways

Throughout this guide, we've explored the
foundational concepts of commodities
markets-definitions, classifications,
instruments, and participants-before diving
into sector-specific dynamics for energy,
metals and agriculture. We also examined
market infrastructure, requlatory
frameworks, trading strategies and the
growing importance of sustainability and
ESG considerations.

Emerging Trends

o Digital Transformation: Blockchain
and loT enhance traceability, while
Al-driven analytics optimize trading
strategies and supply-chain
management.

The latest news
At TBB Trades

With markets moving faster than ever,
having a reliable, authoritative source is
essential. TBB Trades offers real-time
analysis, commentary, and actionable
insights tailored for both seasoned
professionals and newcomers. Our team of
analysts tracks global supply and demand
shifts, decodes complex market signals,
and delivers clear, concise updates so you
can make informed decisions with
confidence.

e Market Convergence: Integration of
renewable energy credits, carbon
offsets and traditional commodities
creates hybrid instruments.

e Geopolitical Shifts: Resource
nationalism and trade tensions will
continue to influence supply security
and pricing.

Building a Framework for Analysis

To navigate the evolving commodities
landscape:

e Start with robust fundamental
analysis-track supply-demand
balances, inventory data and
macroeconomic indicators.

Whether you’re monitoring crude oil
contango, evaluating agricultural report
outcomes, or analyzing metal inventory
trends, TBB Trades cuts through the noise.

We prioritize clarity and relevance-each
newsletter, video, and tweet is crafted to
highlight key drivers, emerging trends, and
risk management strategies that directly
impact you.

Stay connected through your preferred
platform:

Twitter: @TBB_Trades for rapid-fire
market alerts and commentary

Learn to Trade with the L-2 Indicator
Mastery Programme Here

Website: TBBTRADES.COM

e Incorporate technical tools for timing
and risk controls-moving averages,
ATR-based sizing and stop-loss
methods.

e Leverage spread and basis strategies
to manage carry and location risks.

e Factorin ESG and regulatory
developments to assess long-term
viability and reputational risks.

Final Thoughts

Commodities markets are dynamic, intricate
and deeply connected to the real economy.
Mastery requires continuous learning,
adaptability and disciplined risk
management. Armed with the frameworks
and insights in this guide, you're well-
positioned to analyze, trade and hedge
commodities in today’s complex global
marketplace.

A

TBB Trades

Futures trading demystified
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Important Risk Disclosures

RISK DISCLOSURE: Trading futures and derivatives involves substantial risk of loss and is not suitable for all investors. You should carefully
consider whether trading is appropriate for you in light of your experience, objectives, financial resources, and other relevant circumstances.

PAST PERFORMANCE: Past performance is not indicative of future results. All trading results shown are historical and do not guarantee future
performance.

NO GUARANTEES: There are no guarantees of profit. Trading futures can result in losses that exceed your initial investment. Only trade with
capital you can afford to lose.

PROP FIRM ACCOUNTS: Prop firm accounts use simulated capital for evaluation. Funded accounts involve real trading but capital belongs to
the firm. Profit splits and terms vary by firm.

EDUCATIONAL PURPOSES: This guide is for educational purposes only and does not constitute financial advice. You should consult with a
licensed financial advisor before making any investment decisions.

INDICATOR PERFORMANCE: The L-2 Indicator is a tool to assist in trading decisions. No indicator guarantees profitable trades. User
discipline and risk management are essential.

TBB TRADES DISCLAIMER: TBB Trades, a division of ANV Advisory LLC, provides trading education and tools. We are not a registered
investment advisor. We do not manage client funds or provide personalized investment advice.

© 2026 TBB Trades, a division of ANV Advisory LLC. All rights reserved.
For support: support@tbbtrades.com | For more information: www.tbbtrades.com

This guide is proprietary and intended for TBB Trades clients only.



