
Commodities Investing & Trading Cheatsheet
A comprehensive cheat sheet covering essential concepts, strategies, and terminologies related to commodities investing and trading, designed for

both beginners and experienced traders.

Commodities Basics

Futures Trading

Commodity ETFs and Stocks

Market Analysis & Influences

Introduction to Commodities

Commodities are basic goods used in commerce that are

interchangeable with other commodities of the same

type. They are often used as inputs in the production of

other goods or services.

Examples include agricultural products (corn, wheat),

energy resources (oil, natural gas), and metals (gold,

silver).

Types of Commodities

Agricultural

Commodities

Grains (corn, wheat, soybeans),

livestock (cattle, hogs), and soft

commodities (coffee, sugar, cotton).

Energy

Commodities

Crude oil, natural gas, heating oil, and

gasoline.

Metal

Commodities

Precious metals (gold, silver,

platinum) and industrial metals

(copper, aluminum).

Ways to Invest in Commodities

Futures Contracts: Agreements to buy or sell a

commodity at a predetermined price and date.

Commodity ETFs: Exchange-Traded Funds that track

commodity indices or hold physical commodities.

Commodity Stocks: Investing in companies involved

in the production or processing of commodities.

Options: Options contracts on futures.

Understanding Futures Contracts

Contract

Specifications

Each futures contract has specific

details, including the contract size,

delivery month, and trading hours.

Margin

Requirements

Futures trading requires a margin

deposit, which is a percentage of the

contract’s value, to cover potential

losses.

Mark-to-Market Futures contracts are marked-to-

market daily, meaning profits and

losses are credited or debited to your

account each day.

Key Terminologies

Spot Price: The current market price for immediate

delivery of a commodity.

Futures Price: The agreed-upon price for delivery of

a commodity at a specified future date.

Contango: A situation where futures prices are

higher than the spot price, often due to storage

costs and interest rates.

Backwardation: A situation where futures prices are

lower than the spot price, indicating strong current

demand.

Trading Strategies

Trend Following: Identifying and trading in the

direction of the prevailing trend.

Range Trading: Buying commodities when prices are

low and selling when prices are high within a defined

range.

Spread Trading: Taking advantage of price

differences between related commodities or

different delivery months of the same commodity.

Hedging: Using futures contracts to protect against

price fluctuations in the physical commodity market.

Commodity ETFs

Types of

Commodity ETFs

Physical commodity ETFs (hold

physical commodities) and futures-

based ETFs (invest in futures

contracts).

Benefits Diversification, liquidity, and ease of

access to the commodity markets.

Considerations Tracking error (difference between

the ETF’s performance and the

underlying commodity’s

performance) and expense ratios.

Commodity Stocks

Examples Mining companies (e.g., gold miners),

energy producers (e.g., oil and gas

companies), and agricultural companies.

Factors to

Consider

Company-specific factors (management,

financial health) and commodity price

movements.

Benefits Potential for dividend income and capital

appreciation.

Risks

Market Risk: Commodity prices can be volatile and

influenced by various factors, including supply and

demand, weather conditions, and geopolitical

events.

Regulatory Risk: Changes in government regulations

can impact commodity markets.

Geopolitical Risk: Political instability and conflicts

can disrupt commodity supply chains.

Storage Costs: Storing physical commodities can be

expensive, affecting investment returns.

Factors Influencing Commodity Prices

Supply and Demand: The fundamental driver of

commodity prices. Increased demand and limited

supply lead to higher prices, while increased supply

and reduced demand lead to lower prices.

Weather Conditions: Weather can significantly

impact agricultural commodities, affecting crop

yields and prices.

Geopolitical Events: Political instability, trade

disputes, and conflicts can disrupt commodity

supply chains and impact prices.

Economic Indicators: Economic growth, inflation,

and interest rates can influence commodity demand

and investment flows.

Currency Fluctuations: Changes in currency values

can affect commodity prices, especially for

commodities traded in international markets.

Analyzing Commodity Markets

Fundamental

Analysis

Evaluating supply and demand factors,

weather conditions, geopolitical events,

and economic indicators to assess the

fair value of a commodity.

Technical

Analysis

Using price charts, patterns, and

technical indicators to identify potential

trading opportunities and price trends.

Sentiment

Analysis

Gauging market sentiment and investor

psychology to anticipate price

movements.

Risk Management

Position Sizing: Determining the appropriate amount

of capital to allocate to each trade based on risk

tolerance and account size.

Stop-Loss Orders: Placing orders to automatically

exit a trade if the price moves against you by a

predetermined amount.

Diversification: Spreading investments across

different commodities or asset classes to reduce

overall portfolio risk.

Hedging: Using futures contracts or options to

protect against adverse price movements in existing

commodity positions.
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