JIM PUPLAVA: My guest this week is Larry Williams. He’s a hedge fund manager, and based on books in
print, perhaps the most widely read futures author of all time. He is the unsurpassed winner of the
Robbin’s World Cup Championship of Futures Trading, taking $10,000 to $1.1 million in less than 12
months. He has served on the Board of the National Futures Association, and twice ran for the US Senate
in Montana. He has been featured in such publications as Barron's, The Wall Street Journal, Forbes, and
Fortune. Mr. Williams has been one of the most widely quoted and followed advisors over the past twenty-
five years. His other books published by Wiley include Long-Term Secrets to Short-Term Trading, The
Right Stock at the Right Time, and Day Trade Futures Online. His new book is called Trade Stocks &
Commodities with the Insiders: Secrets of the COT Report.

Mym hostem je dnes Larry Williams.Je zajiStovacim (hedge) manaZzerem fondu a vzhledem k vydavané
knize i nejvice ¢tenym komoditnim autorem vSech dob......

Larry, there’s a quote in the beginning of your book that you start out with, and it says, “warning! futures
trading, stock trading, currency trading, options trading etc, involve high risk and you can lose a lot of
money.” Your book starts out with this warning, but you point out none of these warnings are for brokers,
financial news organizations that give us advice, who tend to be wrong and at the end of a trend. Why is
that?

LARRY WILLIAMS: Oh, well, | think it's politics. He gets money I'm certain.
It's always amazed me, especially if you go to Las Vegas, there’s no warning
signs there, you're going to lose your money if you gamble at Las Vegas.
That's all there is to it. If you stay there long enough you will lose it. And there
are no government warnings there, but throughout all these warnings all over
the place. But the other side of that warning, you know, if people are losing it,
somebody is making it, and I've always looked at it that way. If | can find a
place where people are losing a lot of money, like Las Vegas, well then you
want to become the house. And that's what I've tried to do in my career as a
commodity and stock trader: be the house. [2:27]

JIM: Now, you talk about these super powers in the market. These are the people who move the charts,
and most people today — | think most investors — spend a lot of time following the charts, but you're talking
about the people who have the power to move the charts. Who are they? And in your book you talk about
they leave a trail. Where do you find them?

Nyni hovorite o velkych silach v trzich. Existuji lidé, ktefi posunuji grafy a vétSina lidi dnes — a tim myslim
investory — stravi mnoho ¢asu tim, aby se podle grafu Fidili. Vy ale hovofite o lidech, ktefi maji silu
posunout grafy. Kdo to jsou? A ve své knize hovofite o tom, Ze zanechavaji po sobé stopu. Kde je
najdeme?

LARRY: First, let's talk about who the group is. You're absolutely right, | don’t think the charts move
markets. | think the conditions move markets, | think large players move markets. Now, who are those
large players? In the futures market — commaodities — there is a group of people called hedgers, these are
the people who use the commodity or produce the commodity — that would be a wheat grower or a miller
as a good example — these are professional people. Now, the reality, Jim, is these markets are set up for
the Commercials to transact business in. The rest of us are just speculators. We give the markets some
depth and liquidity, but really the markets exist for these guys. They know a lot more than we do. So, |
want to follow their action on balance. I've been following these guys since 1969. They've got a great
record of usually buying and selling at the right time. So, where do you follow — how do you find this
information? It's released by the United States government. These people are so powerful that they
actually have to report all their buys and sells once a week to the United States government. It's released
late Thursday night on a website called cftc.gov. That's just the beginning though, because you still have
to understand what to do with the numbers. It's great data, but you still have to able to work with the
numbers. [4:01]
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Nejprve feknéme o néco o tom kdo tito lidé jsou. Mate absolutni pravdu. Nemyslim, zZe grafy posunuji trhy.
Myslim, Zze podminky posunuji trhy, velci hraci posunuji trhy. Kdo jsou tito velci hrac¢i? V komoditach
existuje skupina lidi “hedgers” (zajiStovatelé), ktefi tu kterou komoditu pouzivaji nebo produkuji — mohli by
to byt napf. roducenti pSenice, nebo mlynafi — to jsou skute¢ni profesionalové. Skute¢nost je takova, ze
trhy jsou nastaveny pro obchodovéani tzv. commercials. Zbytek jsou jen spekulanti. Tito davaji trhdm
hloubku a likviditu. Ale v realité trhy jsou uréeny pro prvné jmenovanou skupinu lidi. Ti védi daleko vice
nez my délame. Zkratka, chci nasledovat jejich akce na vyrovnanost trhu. Nasledoval jsem je jiz od roku
1969. Udélali rekord v nakupech a prodejich v pravém case. TakZze — kam se podivat a jak najit tyto
informace? Jsou vydavany vladou USA. Tyto lidé jsou tak mocni, ze musi aktualné hlasit hlasit vSechny
nakupy a prodeje jednou za tydenvladé USA. Tato zprava je uvoliovana vzdy ve Ctvrtek v noci na www
CFTC.GOV. To je pouze pocatecni myslenka, je tfeba porozumét témto ¢islim. Jsou to vyznamné data
ale jeSté musite byt schopni s témito Cisly pracovat.

JIM: Most people when they look at the financial markets today, they're thinking of the stock market, or
the bond market, but the market you're talking about, Larry, is five times bigger than the stock and bond
markets. And | wonder if you might relate the comparison of size to the two, because | think most people
are unaware of this.

Vétsina lidi kdyz se dnes podivaji na financni trhy, mysli tim akciové nebo dluhopisove trhy, ale trh o
kterém hovofite je pétkrat vétSi nez akciovy nebo dluhopisovy trh. Rikam si, jestli byste je mohl porovnat,
protoZe lidé o nich nemaji potuchy.

LARRY: That's a good point. | think they are totally unaware, but when they stop and think about it,
everybody needs wheat, and we need gold, and we need silver, and we need soybeans, and soybean olil,
every single day in our life. We need crude oil, we need heating oil, we need gasoline, but you really don’t
need to have a share of IBM or Microsoft. You could get by the rest of your life without having to have a
share of Microsoft. And that means there is a real supply and demand ratio in these futures markets.
These things are needed by people, they're used, they’re consumed, there’s supply and demand.
Whereas in the stock market the supply side is how many shares a company decides to print, and the
demand is whatever the emotions of the moment are. So, we have real supply and demand factors in the
futures markets. [5:05]

Dobra myslenka. Myslim, ze vibec nemaji jasno, ale pokud se pozastavi nad tim — kazdy potfebuje
pSenici, zlato, stfibro, sojové boby, olej — kazdy den. Potfebujeme ropu, topny olej, benzin. Ve skute¢nosti
nepotfebujeme mit podily (akcie) IBM nebo microsoft. Klidné byste mohl dozit zbytek zivota bez akcii
Microsoft. A to znamenda skute¢nou nabidku a pozadovany pomér téchto komoditnich trzihG. Tuto véci
jsou skutec¢né potreby lidi — oni je uZzivaji a spotfebovavaji a existuje nabidka a poptavka. Zatimco v
akciich je nabidka kolik se firma rozhodne vydat podilt a poZzadavek je realna nalada daného momentu. V
komoditnich trzich je skute¢né opravdova nabidka a poptavka.

JIM: Commercials — these big players you're talking about — are somewhat unique. Commercials have, for
example, no limit of how much they can buy or sell versus, let’s say, an individual investor like myself.
They have deep pockets, and what makes them different, as you point out, is they use the product or they
produce the product, and they see the market as a business, not for speculation. | wonder about the
difference between business and speculation, and if you might comment on the difference, and what gives
them such an edge.

Comercials — tito velci hragi, o kterych hovofime - jsou néco unikatniho. Nemaji napf. zZadny limit pro
nakup a prodej, feknéme oproti jednotlivému investorovi jako ja. Maji neomezené prostfedky, a co je
odliSuje, jak jste ukazal, oni produkuji nebo uzivaji produkt a vidi trh jako obchod, ne spekulaci. Uvazuiji o
rozdilu mezi obchodem a spekulaci, mohl byste zminit rozdil mezi tim a co jim dava takovou rozdilnost?

LARRY: Sure, let's take an example of, let's say, Pillsbury. They want flour because they're going to make
rolls. So, if the price of wheat goes down they’ll buy wheat because their actual cost of the bread dough
they’re making is lower because the price of wheat is lower. If wheat goes down a little bit more the
percentage of cost of that product is less because the cost of wheat is less now. So, these people really
accumulate and distribute commodities, whereas what we try to do as speculators is buy the low, sell the
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high. That's not their game. They go into the market to buy to take delivery so they can use the product.
They're actually taking delivery of that product. They're using that product to make something that they’re
then going to sell to the retailer or commercial market place. So, their need is different.

The other side of that is of course the producer who's selling, and if he sees prices are higher than what it
costs him to produce he'll sell it, and if the price goes higher he'll sell more. He’s not making his money
from trading in the market, he’s making his money from selling what he’s produced, whether it's from
mining gold or wheat or whatever it happens to be. [6:42]

Ukazme to na pfikladu, feknéme Pillsbury (asi pekarny, pozn prkl.). Chtéji mouku, protoze se chystaji péct
rohliky. Jestlize cena pSenice klesa, kupuji pSenici protoze jejich aktualni naklady na tésto, které délaji,
jsou nizsi, protoze cena pSenice je nizsi. Jestlize cena pSenice jesté vice poklesne, podil nakladl je nizsi
v celkovém produktu, protoZe cena pSenice je nyni nizsi. Takze tito lidé skute¢né shromazduji a rozdéluji
komodity, zatimco spekulati zkouSeji koupit nizko a prodat vysoko. To neni jejich hra. Oni chodi do trhu
nakupovat za Ucelem prevzeti dodavky tak aby mohli vyuzit produkt. Oni pfevezmou dodavku produktu.
PouZiji produkt pro vyrobu néceho co se chystaji prodat obchodnikovi nebo na trhu. Jejich potfeba je
odlisna.

Druh& strana je samoziejmé u producenta co prodava. Jeslize vidi ceny vysoko nad svymi naklady
produkce, prodava. Jestlize, cena jeSté vzroste, prodava jesté vice. Takovy producent nevydélava penize
v obchodovéni v trhu ale v prodeji svych produktd, at je to zlato, pSenice nebo cokoliv jiného.

JIM: That's a major difference. I think it's hard for investors to realize this concept of how important it is
because, let's say, that if I'm selling a product for $2 in the market place, my input or cost is $1, and |
know I’'m going to be selling this product all year. So | buy my inputs at a buck, if it drops to 80 cents |
keep buying...

To je hlavni rozdil. Myslim, Ze je t&Zké pro investory najit tento koncept toho jak dleZité to je. Reknéme,
Ze pokud prodam vyrobek za 2$ na trhu, mé vstupy ¢i néklady ¢ini 1$ a chystam se prodavat vyrobek cely
rok. Takze, koupim to za babku, pokud cena vstupu klesne na 80centt, a stale nakupuiji...

LARRY: That's a great deal for you, isn't it?

Je to hodné, ze?

JIM: Yeah! Because all I'm doing is expanding my profit margin.
Jasné. Protoze vSechno co délam navySuje maj zisk.

LARRY: Absolutely. So they will buy lower. And that's why a lot of people, when they look at the
Commitment of Traders report, especially at the universities, in their mind, if the Commercials are net long
they think prices should rally. If they're net short, it means prices should decline. This is not a light switch
that's on or off. It's all about how these people are viewing price structure itself. Are they buying at high
levels, are they buying at low levels? And looking at the trend of the market, you have to think a little bit
about the market place. There’'s no magic number to any of these markets, but we can certainly use these
inputs from the Commercials to understand when they become aggressive buyers, that's when markets
have big up moves. Or aggressive sellers — recently they became big sellers in the gold market. Well, here
comes gold to the downside. Why? Most likely because the Commercials were large short sellers. [7:57]

Absolutné. Nakoupite levné. A to je pro¢ hodné lidi, kdyz se podivaji na tabulku COT, zvlasté na
univerzitach, v jejich mysli kdyz jsou Commercials “Cisté long” ceny by mély rast. Pokud jsou “Cisté short”
ceny by mély klesat. Tohle vSak neni vypinac, ktery je mozno zapnout a vypnout. Tohle vSechno je o tom
jak se sami tito lidé divaji na strukturu ceny. Kupuji na cené, ktera je vysoko nebo nizko? Pfi pohledu na
trend trhu musite trochu pfemyslet o obchodnim trhu. Neni zadné magické cCislo k jakémukoliv z téchto
trha, ale mdzeme urcité pouzit vstupy z tabulky COT k porozumnéni kdy pfichazeji agresivni nakupdi - to
se potom trh pohne nahoru. Nebo agresivni prodejci — naposledy pfisli velci prodejci v trhu se zlatem.
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Takze, zlato je nyni na sestupu. Pro¢? S nejvétSi pravdépodobnosti, commercials velmi agresivné
prodavali.

JIM: Now, the advantage on the other hand, to an investor, is they can wait till the right time when the
Commercials have been unusually bullish or bearish. And explain that as really [being] a key in terms of
timing when you enter the market.

Nyni, vyhoda na druhé strané pro investory, kteri mdzou ¢ekat az na spravny ¢as kdy commercials byly
neobvykle “bullish” nebo "bearish” . A vysvétlovat jako skute¢né klicovy ¢asovy impuls pro vstup do trhu.

LARRY: Boy! You've just nailed that on the head. And so few people understand that concept: that the
markets get set up by these Commercials. And they may buy a little bit early because they're
accumulating, they can’t buy everything they need in one day. We as speculators can wait, and wait, and
wait, we’'ll see a market that's set up, and set up, and wait, and then when we see a short term trend
change, then you can bring in your technical stuff and become a buyer, but only because the condition
has been set up by these super powers of the world. [8:43]

Chlapce! Ted jste na to pfiSel. Jen malo lidi rozumi tomu konceptu, zZe trhy nastavuji commercial. A oni
budou nakupovat trochu dfive, protoze akumuluji a nemohou koupit vSe najednou za jeden den. My jako
spekulanti mGzeme Cekat a ¢ekat a uvidime Ze trh se nastavuje a nastavuje a pak kdyz pfijde kratkodoba
zmeéna trendu pak mohou pfijit na fadu technické prostfedky a kupujici, ale jen proto, Ze podminky byly
vytvofeny témito velkymi silami svéta.

JIM: When you look at this Commitment of Traders report, which is really where we find the trail in terms
of what these guys are doing, there are 3 trading people that are reported in that report: the Commercials
(Hedgers); the large traders; and the small speculators. Talk about the three of them.

Kdyz se podivate na tabulku COT, ktera je skute¢nou stopou v periodach toho co kdy tito lidi délali.
Existuji 3 skupiny lidi, ktefi jsou zmifiovani — commercials (hedgers), velci obchodnici a mali spekulanti.
Zkuste o nich néco Fici.

LARRY: Well, first of all, the small traders of course don’t have to report. So the small traders are just
what'’s left after the two reporting requirements, which are large traders and the Commercials. So we know
what's left over is just the average trader in the street, if you will. The Commercials, we know, are the
hedgers in the marketplace of users and producers. The large traders are deceptive. Now, when | first
started doing this in the 1960s, the large traders were guys like myself: people who like to trade large
amounts in the marketplace. But that's changed, and now for the most part the large traders are trend-
following commodity funds. And these funds are trend-followers, there’re not many individuals anymore —
some in there, but predominantly it's the commodity funds, and they for the most part trade as trend-
traders. So if the market rallies in trend, they’'ll increase buying, and buying, and buying because they like
to buy new highs. So it appears that they're wrong if we look at the total number of contracts they have.
They usually have on the largest long position close to a high in the market, and their largest short position
close to a low. But you have to remember: these are the funds, these are the trend followers, they're not
the trend enders of the market place. [10:12]

Nuze, pfedevSim, mali obchodnici nemuseji nic hlasit. Takze, mali obchodnici — to je to co zUstane po
dvou skupinach, které reportuji, tj. velci obchodnici a a commercials. TakzZe to co zUstane je pouze zbytek
primérnych obchodnikl z ulice, jestlize chcete. Commercials, ted vime, jsou zajiStovatelé uzivatell a
producent v obchodnich trzich. Velci obchodnici jsou oSidni. Nyni, kdyz se podivam zpét, kdyz jsem
zacal v letech 1960 toto délat, velci obchodnici byli chlapi jako ja. Lidé, ktefi s oblibou obchodovali velka
mnozstvi. Ale to se zménilo. Nyni jsou z nejvétsi Casti velci obchodnici trend-followingové komoditni
fondy. A tuto fondy nasleduji trend trhu, neni zde jiz mnoho individualit — néjaké jsou, ale dominuji
komoditni fondy a ty nejvice obchoduji v souladu s trendem. TakzZe, kdyz trend stoupa, fondy navySuji
nakupy, nakupuji a nakupuji, protoze preferuji ndkupy novych maxim. A pak se ukaze, ze udélali chybu, v
mnozstvi kontraktl, které maji. Maji zpravidla nejvétSi long pozici blizko maxima trendu a jejich nejvétsi
short pozice je zpravidla blizko minima trendu. A je tfeba si pfipomenout: jsou to fondy, obchodnici podle
trendu, nejsou to ukoncovatelé trendu trhu.
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JIM: Now, we've talked about who these people are and what they do, and how to follow them. Let’s talk
about this Commitment of Traders report that is — as of the previous Tuesday — released towards the end
of the week. Talk about that for a minute, and what an investor should be looking for.

Takze nyni jsme si fekli, kdo tyto skupiny jsou a jak se podle nich fidit. Pojdme hovofit o zpravé COT,
ktera je z predesSlého uUterka a vydana ke konci tydne. Reknéte v minutce co by v ni mél investor hledat.

LARRY: Well, first of all, there’s no rush, you don't have to get the data this instant, though it's a week old.
That bothers some people. When | first started doing this it was a month old, and we got it a month after
the fact. So we really had almost a two month lag. So it isn’t [that] the market spins on a dime on this
report. Not even many people know about the report, more have now | think because we’ve brought this
forward over the last few years, but it's a tool that sets up the market. So the immediacy is not as critical
as, say, price itself breaking above a trend line or something like that. It's really all about setting up. And
what | like to do — we also have another figure in the market called open interest — that’s the total number
of contracts that are being traded not volume like in one day, but the total number of open positions. And |
like to watch this open position and see who owns this open interest. Is it Commercials, small traders, or
large traders? And | think there is a world of information that's very helpful in understanding the markets,
based on who's controlling open interest. The fellow who first taught me so much about this, Bill Meehan,
always looked at open interest, but he didn’t have the insight that we have now to see who’s moving open
interest: small players or good, smart money. [11:43]

Predevsim, neni tfeba spéchat. Data, ktera dostavate nejsou okamZzita, jsou tyden stara. Ale nékteré lidi
trépi. Kdyz jsem se tim zacal zaobirat byla tato ¢isla mésic stara, a my jsme je dostali mésic poté. Takze
ve skute€nosti jsme meéli 2 mésice zpozdéni. Tak ani trh se nemotal kolem drobnych cen na zakladé této
zpravy. Dokonce ani mnoho lidi nevédélo o této zpravé. Dnes vi, myslim, Ze ji maji na zfeteli za
poslednich nékolik let. A je to ten néstroj, ktery nastavuje trhy. A bezprostfednost sama neni az tak
kriticka jako feknéme cenové prolomeni trendové linie nebo néco podobného. VSechno je skutecnostiv
nastaveni. A co rad délam — mame také dalsi Cislo v trzich, kterym je Open interest — celkovy pocet
kontraktd, které jsou obchodvany, ne jako Volume za den, ale jako pocet otevienych pozic. Rad sleduji
oteviené pozice a kdo tyto oteviené pozice vlastni. Jsou to Commercials, mali obchodnici nebo velci
obchodnici? Myslim, Ze to je svétova informace, kterd je napomocna pro chapani trhl a ktera je zalozena
na tom kdo ovlada open interest. Chlapik, ktery mé tomu prvni ucil , Bill Meehan, vzdy se dival na open
interest, ale nemél ten pohled dovnitf, ktery mame nyni k rozpoznani kdo pohybuje s open interest — mali
hrac¢i nebo hodnotné, inteligentni penize.

JIM: | wonder if you might just explain some of these terms: open interest; reportable position, and
concentration ratios because all three of those are significant in understanding the COT.

Premyslim jestli byste nemohl vysvétlit tyto terminy: open interest, reportable position (hlaSena pozice) a
koncentra¢ni pomér, protoze vSechny tfi jsou dllezité pro pochopeni COT.

LARRY: Open interest is the total number of positions that are open at any given time. Unlike stocks
where we have a float — how many stocks are outstanding — we can increase the numbers of buyers and
sellers in the market place. The easiest way, | think, for the average person to think about open interest is
to forget the word open and just think of the interest. It shows how much interest is in the market, and
that’s actually a really good indicator if you just look at an oscillator of open interest. It's really fascinating
what you find. At low levels of open interest, in other words, nobody is interested in the market — usually
associated with major buys. High levels of open interest is usually associated with major tops. That's one
way | like to use that indicator.

Open interes je celkovy pocet pozic, které jsou otevieny v néjakém daném cCase. Oproti akciim kde je
tékavost(?) — kolik akcii je otevieno — muzeme navysit pocet nakupujich a prodavajicich na trhu. Myslim,
Ze nejjednodussi cestou jak to mGze pramérna osoba poochopit je zapomenout slovo open a myslet jen
na Interest (=zajem). To ukazuje jak velky zajem v trhu je a to je skute¢né realnya dobry indikator jestlize
se podivate na open interest oscilator. Je fascinujici co najdete. Na nejnizsi arovni,fe¢eno jinymi slovy, se
nikdo o trh nezajima — obvykle spojeno s hlavnimi nakupy. NejvySSi Uroven open interest je spojena s
hlavnimi vrcholy. To je jeden zpusob jak uzit tento indikator.
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There are reportable positions as you mentioned. There are certain levels that the government says if you
own this much of a commaodity you have to report, generally speaking it's 100 contracts. If you have 100
contracts or more, you have to report your ownership of those contracts. And the government wants that,
and it's one of the few things | approve of the government doing, being such a libertarian as | am, is that it
does make certain that we have an idea if, say Russia or somebody is coming in and controlling the
market, because we've seen markets get squeezed where say a George Soros attacks a currency as he
did in Thailand and just destroys an economy. So it's probably a pretty good idea that we have an idea if
any one or two players are going to totally dominate a market. [13:22]

Dale jste zminil reportable positions (hlaSené pozice). Existuje jista droven, kde vlada nafizuje, jestlize
vlastnite vice té které komodity, musite toto nahlasit. Obecné Feceno, je to 100 kontrakt(. Jestlize mate
100 kontraktt a vice, musite nahlasit vlastnictvi tohoto kontraktu. Vlada toto chce a ja toto, co vlada déla,
jako jednu z mala véci schvaluji. Pfi ponechani tak liberalniho pfistupu jaky mam ja, toto nam dava jistotu,
Ze vime, Ze nepfijdou Rusové nebo kdokoliv jiny a ovladnou trh, protoze jsme vidéli trh, ktery byl stlacen,
kde feknéme Georg Soros atakoval ménu v Thajsku a jen zni¢il ekonomiku. Takze toto je docela dobra
mySlenka, Ze vime o jednom, dvou hragich, ktefi se chystaji celkové dominovat na trhu.

JIM: One of the common assumptions that are made by some investors [is] if some Commercials go net
long prices will rally, why is that a fallacy?

Jednim z béZnych predpokladt, které jsou délany nékterymi investory, je, jestlize néktefi commercials
jdou Cisté long ceny vzrastaji. Pro¢ délaji tento omyl?

LARRY: Again they accumulate and they distribute, and they'll start buying early. | think this is one of the
keys to the Commitment of Traders report, [there] is no absolute number to their net long or net short
position. | guess I'm going to need to explain that, huh? They have a short position and they have a long
position, so we simply extract the longs from the shorts to get the net position. What I've found is these
guys have about a half year, six month time span, of what they're doing. So | like to look at their net
position versus where it's been over the last six months. They may actually be net short, but they're less
net short, if you will, now than at any other time during the last six months. Now, if that’s true that tends to
be very bullish. And they really seem to operate on about a six month basis. So it's relative to the last six
months. Have they been aggressive buyers or aggressive sellers? | think that's what sets up the best buys
and sells. Now, it didn’t used to be that way, in the 60s and 70s the window — the timeframe — was wider,
but it means in volatile, up, down, back forth markets they’re on a six month basis now. [14:40]

Opét. Commercials akumuluji a rozdéluji a ti zac¢inaji kupovat dfive. Myslim, Ze to je jeden z kli¢d COT.
Neni absolutni ¢islo o poctu &isté long nebo short pozici. Myslim, Ze je potfeba toto vysvétlit. Oni maji long
pozice a mame short pozice a jednoduse vyjmutim long pozic z short pozic dostaneme ¢isté pozice. To co
jsem zjistil, ze oni délaji, je kolem pul roku, Sesti mésicni ¢asové rozpéti. Rad se divdm na jejich Cisté
pozice v porovnani, kde byli pfed Sesti mésici. Mohou byt aktuélné Cisté short ale také ne tak cisté short,
jestlize chcete, ted nebo kdykoliv béhem poslednich 6-ti mésici. Nyni, jestlize je toto pravda, mé toto
tendenci byt velmi bulish. A skute¢né se zda, ze operuji na pllro¢nim zakladé. Takze, je to vytazeno k
poslednim 6-ti mésicim. A méli agresivné nakupovat nebo prodavat? Myslim, Ze to je to co formuje
nejlepsSi nakupy a prodeje. Dfive to nebyvalo timto zplsobem. V 60-tych a 70-tych letech bylo ¢asové
rozpéti SirSi ale nyni mysSleno ve volatilité, nahoru, doll a zpét, trhy jsou na 6-ti mési¢nim zkladé.

JIM: In your book you show, for example, wheat prices versus long and shorts and there is some
significance to the charts you show. Why don't you take us through that?The short positions doesn’t
necessarily mean a decline and a net long for the Commercials [means] eventually the rally is down the
road.

Ve své knize ukazujete napfiklad ceny pSenice oproti long a short pozicim a je zde néjaka dulezitost
vzhledem ke grafim, které ukazujete. Short pozice nutné nevedou k poklesu a Cisté long pozice
commercials mohou nakonec vést k poklesu ristu. (?)

LARRY: Usually [it] hits eventually down the road. Now, the Commercials can be wrong, some of them
make errors, just like there’s no perfect business, nobody plays any business perfectly, but generally
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speaking when their net position gets excessively long that is a low. But here’s an even easier way of
doing it I've found. If you find a market that is in a significant up trend, then the Commercials become
buyers, that’s very unusual: Commercials like to buy low prices. As we talked about earlier in the show, it
has more money in their product. So, if you think about it, they are buying at high prices, it means they're
frightened, they're scared, they're afraid prices are going to go higher, because that's not their normal
buying posture. So the best Commitment of Traders reports I've found are an up trending market and
these guys become buyers at high prices. A good example would be the S&P market. The S&P had a big
up trend a year ago — October, 2004 — Commercials were really heavy buyers and that was the low point
in the S&P market. So | like to look at the trend of a market and see how these guys are doing in overall
up trend. Gold was in an up trend — in a pretty good-sized up trend — the last couple of years, and the
Commercials were buyers in July of this year. They were buyers in June of 2005 as well. Great buy points
in a market, but what really demarked that from just any COT large position [was] that market was in an up
trend. [16:28]

Normalné to pfijde nakonec. Ted se mohou commercials mylit, dopustit chyby, pravé jako jakykoliv jiny
obchod, nikdo nedéla perfektni obchod, ale vSeobecné fe€eno, jestlize se dostanou jejich pozice
nadmeérné ¢isté long je to minimum. Ale je i jeSté jednodussi zpusob toho co jsme nasli. Jestlize nejdete
trh, ktery je v jasném vyrGstajicim trendu, pak commercials nakupuji, coz neni bézné, nebot commercials
radi nakupuji na nizkych cenach. Jak jsme ukéazali dfive, oni maji daleko vice penéz ve svych produktech,
takze, kdyz o tom pfemyslite a oni nakupuji na vysokych cenach, znamena to, Ze jsou vystraSeni a
vydéSeni, obavaji se cen, které jdou vySe, protoze to neni jejich bézna nakupni pozice. Takze nejlepsi
COT tabulky co jsem naSel jsou pro vyrustajici trhy kdy se tito chlapi stavaji nakupujicimi na vyssSich
cenach. Dobry pfiklad by byl S&P trh. Trh S&P mél velky vzristajici trend pfed rokem — v Fijnu 2004 —
pozoruji co délaji tito chlapi béhem celého stoupajiciho trendu. Zlato bylo ve vzristovém trendu — ve velmi
dobfe vyvinutém vzriistovém trendu — poslednich nékolik let a commercials nakupovaliv ¢ervenci tohoto
roku. Rovnéz nakupovali v €ervnu 2005. Nejvétsi nakupni body v trhu, ale co skuteéné tlumilo poptavku
od jakékoliv velké pozice v COT bylo to, Ze trh byl ve vzrdstovém trendu.

JIM: This is something that | think, once again, bringing it back to who these people are, you could have a
market rally when they are selling product they own. For example, let's say I'm a farmer and the market
begins to rally and | know that at $3.50 for a bushel of wheat | have profit. If wheat goes to $3.80 or $4.20,
I may continue to sell because all I'm doing is locking in profits for myself, so...

To je néco co jsem meél na mysli. JeSté jednou pfi pohledu zpétky kdo tito lidé jsou. Mdzete mit trh
rostouci kdyz prodavaji vlastni produkt. Napf. feknéme, Ze jsem farmér a trh za€ina stoupat a ja vim, ze
pfi 3,50% za busl pSenice vykazuji zisk. Kdyz jde pSenice na 3,80$% nebo 4,20% stale mohu prodavat,
protoze vSechno co délam je mé udrzovani v zisku....

LARRY: Yes, that's what the average speculator doesn’t understand. They think that that means you're
going to lose money because you sold it here as a Commercial. But you didn’t. You produced that wheat
for $1.50/bushel, whatever, and you see wheat at $3.00/bushel, you’re making money on it, you're selling
it. So, it'll go in the sell-ledger, if you will, but that doesn’t mean you expect the market to go down, it
means, you could go home and say, “hey, Mama, | made some money, we sold our wheat at a profit this
year.” So, it doesn’t mean you're negative on the market as a producer, it means you're really happy you
sold it and made some money. It’'s just like if you had a store and you sold sweaters and somebody came
in and said, “I'll give you $110 for that sweater,” that you paid $50 for, you're going to sell it. It doesn'’t
mean you think it's a bad sweater, it means you made some money. [17:40]

Ano, to je ¢emu primérny spekulant nerozumi a mysli si, Ze to znamena, Ze jdete do ztraty, protoze to
prodate jak commercials. Ale ne. Vy jste producent pSenice pfi 3,50% za busl a navic, jestlize uvidite cenu
pSenice pfi 3,00$% za busl, vydélate na tom, pokud prodate. Takze zanesete to do své prodejni knihy,
nebudete pfedpokédat pokles ceny a mlzete doma fict: Hej, mamo, dnes jsem vydélal penize. Prodal
jsem letos pSenici se ziskem. Toto neznamena, Ze jste minusovy na trhu jako producent, toto znamena,
Ze jste skute¢né Stastny s prodejem a vydélanim penéz. Je to prave tak jako pokud mate sklad se svetry
a nékdo pfijde a fekne: Ddm vam 110$ za svetr, ktery jste koupil za 50%. Prodéate ho.
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To neznamena, Ze to je Spatny svetr, to znamena, ze vydélate penize.

JIM: Another thing that's important here when you look at the reports that you cover: the key observation
is it's the extremes, rather than the crossover that matters most. Look for extreme levels of, for example,
bullishness or bearishness to help spot tops and bottoms.

Jina véc, ktera je dllezita je, kdyz se podivate na tabulku: kliCova pozorovani jsou jeji extrémy spiSe nez
presah vétSiny otdzek. Zaméfme se na extrémni Urovné napf. na bullishness nebo bearishness pro
pomoc k najiti vrcholt a spodkd.

LARRY: | would call that my football field analogy. If you think about a football field, in the middle of the
field all you'll find are mud and blood — and | guess drugs in these days in football — but that’s not where
the scores are made. The scores are made in the end zones, and the end zones are the extremes of the
field. So I like to focus on where the money’s made: the touchdown area. And it’s really interesting if you
bring in technical analysis to this analogy. The play in football that scores the most is the quarterback
sneak, that's because it's usually run from the one yard line. But if you run that from say the 50 yard line it
doesn’t score much at all. It's probably never scored, | don’t know. But you can't take a technical play — a
guarterback sneak — and use it without understanding the context of where to use it. If you're close to the
end zone, then you can use a trend change, if you're in the middle of the field with the mud and the blood
who knows if a technical thing will work. That's the importance | think of going to these extreme bullish or
bearish levels, and then you can bring in the technical analysis playbook of buy and sell signals. [19:03]

Nazval bych to analogii s fotbalovou plochou. Kdyz pfemyslim o fotbalové ploSe, ve stfedu pole naleznete
blato a krev a také drogy v téchto dnech ve fotbalu, ale neni to misto odkud Ize skérovat. Skéruje se z
koncovych zén a to jsou extrémy plochy. A zaméfme se na mista kde jsou vydélavané penize - na plochu
touchdownu. Je skute¢né zajimavé jestlize pouzijete technickou analyzu v této analogii. Hrat fotbal, ktery
skoruje, je nejvice proklouzavat v poslednich ¢étvrtinach, protoze se zpravidla bézi od 1-yardové Cary. Ale
pokud pobézite od 50-ti jardové ¢ary vibec nebudete skérovat. Pravdépodobné nikdo neskoroval, pokud
vim. Ale nemuzete pouzit technickou hru v koncové ¢tvrtiné bez pochopeni kontextu kde ji pouzit. Jestlize
jste blizko koncové zény, mdzete pouzit zménu trendu. Pokud jste uprostfed pole v blaté a krvi, kdo vi
jestli technické prostfedky budou pracovat. To je dulezité — védét jestli jdete k témto extrémdm — hranicim
bulish nebo bearish, a pak teprve poté vzit technické prostfedky a jejich nakupni a prodejni signaly.

JIM: So, in summary, when you see these multi-year high buying, it usually means a bull market; just as a
multi-year low net selling could translate into a bear market. So you're talking about extremes on both
ends.

Celkem tedy shrnuto, podivate-li se na vice leté vysoké nakupy, znamena to bull trend, prave jako tak jako
vice-leté Cisté prodejni roky Ize pfevést na bear trh. Takze, hovofime o extrémech na obou koncich.

LARRY: I am. And then of course when you find a market that is in a nice, large up trend, and you can
see that the Commercials are doing what they usually don’t do — buying some weakness in an up trend —
that's extremely bullish. A good example going on is right now, and it's a real battle in the marketplace.
Crude oil and heating oil have been in big up trends and the Commercials, about 4 weeks ago, became
pretty heavy buyers in this marketplace, which would suggest we're going to see another up move in the
energy market. Probably a couple, 3 month, move in the energy market because the Commercials are
buyers and they're buyers at high prices. [19:51]

Ano. A pak kdyz najdete trh, ktery je v pékném rostoucim trendu a uvidite, Ze commercials délaji to co
bézné ne — nakupuji pfi ochabnuti v rostoucim trendu — to je pak extrémni bullish. A dobry pfiklad tohoto
je prave ted. Je to skute¢na bitva na trhu. Ropa a topny olej byly v ve velkém rostoucim trendu a
commercials pred 4 tydny zac¢ali hodné tézce nakupovat na trhu, coz by nasvédéovalo v dalSim pohybu
nahoru v trhu s energii. Pravdépodobné za 2 az 3 mésice se trh posune, protoze commercials nakupuji a
nakupuji na vysokych cenach.

PDF created with FinePrint pdfFactory trial version http://www.pdffactory.com



http://www.pdffactory.com

JIM: In your book you talk about putting this into something [where] you can get additional analysis and
give you an understanding in terms of buying. You construct a COT index — + 80 buy rally, +20 decline — |
wonder if you might talk about that for a minute as a tool.

Ve své knize hovofite o shrnuti téchto Udaju dohromady k provedeni nasledné analyzy a k pochopeni
pozadavku nakupu. Vytvoril jste COT index - +80 nakup vzrust, +20 pokles — pfemyslim jestli byste
nemohl minutku o tomto nastroji pohovofit.

LARRY: Sure. There’s a couple of things. | like to, again, look at the net position at this week’s reading as
a percentage of the range of the readings over the last six months. Let's say over the last six months the
high was 100 and the low was 20, so that’s a spread of 80, and the current reading is 60. So | would take
the difference between the low and this week’s reading, and divide that by the total range of the last six
months to give me a percentage basis of where this week is, versus the last six month’s reading. So that
allows me to put all of this Commitment of Traders report in an absolute, finite, percentage index that is
then equal across time. | can go back and look at 1973, or 83, or 93, and see on a relative basis where
were we. That way | have something | can analyze statistically. [19:59]

Jisté. Existuje fada véci. Rad se podivam na ¢istou pozici na tu kterou tydenni interpretaci jako procenta
rozpéti ohlaseni poslednich 6 mésict. Reknéme, Ze za poslednich 6 mésicd maximum bylo 100 a
minimum 20, takZe rozdil je 80 a posledni ohlaSeni je 60. Vzal bych rozdil mezi minimem a interpretaci z
tohoto tydne a podélil bych to celkovym rozpétim za poslednich 6 mésicu abych dostal procentni zéklad
toho kterého tydne oproti interpretaci za poslednich 6 mésicd. To mi umoziuje srovnat COT tabulku
absolutné a s konec¢nou platnosti a s vyslednym procentnim indexem za celou dobu. Pak se mohu jit zpét
podivat do roku 1973 nebo 1983 nebo 1993 a vidét relativné kde jsme. Timto zplsobem to mohu
analyzovat statisticky.

JIM: The other thing you also look at in terms of not only what their long and short positions are but you
also relate that to open interest. Talk about these relationships that matter between long and short
positions by the various players, and that relation to open interest.

DalSi véci je, kdyz se podivate nejen na jejich dlouhé a kratké pozice, je i vztah k open interest.
Pohovofme o této otdzce vztahu mezi long a short pozicemi riznych hraca a vztahu k open interest.

LARRY: | think the big thing there is to see who is controlling open interest. At times, the funds will have
the majority of the open interest in the market. They will have more long positions than the Commercials.
What I like to see is a market that has been declining and open interest has been declining, in other
words, on balance nobody is interested in the market, but as that happens, what you'll see — not often — is
suddenly, for two or three weeks, the Commercials will start increasing their long positions. So, while
everybody else is getting out of the market, the Commercials are actually buying. So you see open
interest coming down — so a slip in open interest and you say, “well, nobody’s interested in this” — but if we
microscopically inspect open interest we’ll see actually what's happening is that what’s increasing, or
causing the open interest to even be there, is the Commercials are coming in buying. It looks like a bubble
on a chart, you have Commercials coming up and open interest going down. It sets up some great buy
points.

Myslim, ze velka véc je, ze je vidét kdo Fidi open interest. Ob&as maji fondy hlavni podil v open interest
trhu. Maji vice long pozici nez commercials. Co rad vidim v trhu, Ze klesal a open interest klesal, jinymi
slovy, ze nikdo nema o trh zajem, ale jekmile se toto stane, uvidite — ne ¢asto — Ze néhle, za dva, ffi tydny,
commercials zaénou nakupovat své dlouhé pozice. Takze, zatimco kazdy opusti trh, comercials aktualné
nakupuji. Vidite, Ze open interest jde dolu — a dalSi pokles open interest a fikate si “dobra nikdo o to nema
zajem” — podivate-li se mikroskopicky na open interest aktualné uvidite co se déje a co nazrlsta nebo to,
Ze open interest je jeSté tam kde znamend, Ze commercials nakupuji. Vypada to jako bublina na grafu —
commercials zacinaji nakupovat a open interest jde dol. Toto formuje vyznamny bod pro nakup.

JIM: This is a real key too in terms of analyzing these markets. Normally, when you see open interest in
any kind of contract — oil, gold, or whatever — and it's at an all time high, that's probably a turning point,
and you'll probably start seeing the Commercials getting out. Just as, conversely, you described a market
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starts drifting down, the open interest starts to contract, hardly any trades in that area, this is almost the
great entry point that you’re looking for.

Tohle je skute¢né kli¢ pro pozadavek analyzy téchto trhu. Bézné kdyz vidite open interest v néjakém
druhu kontraktu — ropa, zlato nebo cokoliv a je to po vSechen €ase nahofe, je to pravdépodobné bod
obratu a pak asi uvidite jak se commercials vzdaluji z trhu. Pravé jak jste popsal, trh za¢ne driftovat dold,

open interest se zuzZuje, témérF zadné obchody. Toto je témér ten vyznamny bod, ktery hledate.

LARRY: ltis. | like to back it up with a couple of things. | like to see if I'm undervalued or overvalued in the
market. | like to look at the seasonal tendency. | like to look at what the newsletters, and what the
brokerage firms are saying. And my preference if | want to be a buyer is to see about 80% of the
brokerage firms and newsletters bearish on the market, because these guys are usually wrong at the
turning point. So | like to see very few of them bullish. The ideal scenario, to me, would be to see a lot of
Commercial buying, a lot of professional, or a lot public bearishness — newsletters’, brokerage firms’
bearishness — and then it's time to get aboard the market. [23:18]

Ano tak. Rad bych téchto nékolik véci shrnul. Ujistim se, jestli jsem v trhu podcenén nebo pfecenén.
Podivam se na sezoénnost trhu. Podivam se co fikaji noviny a brokerské firmy. A preferuji, pokud chci
nakupovat, aby kolem 80% brokerskych firem a novin bylo bearish na trhu. Tito chlapy se vétSinou myli
ohledné bodu obratu. Rad bych jich vidél jen velmi malo bullish. Idealni scénéf je pro mé, kdyz bych vidél
mnoho nakupujicich commercionals a mnoho profesionalt nebo vefejnosti bearish — noviny, brokerské
firmy také bearish — a pak je Cas jit na parket trhu.

JIM: One of the keys, once again, [with] open interest is when you look at a change to open interest —
open interest is rising — is figuring out who is really moving it. In other words, if the traders, trend followers,
or small investors are really what's moving it, that's not as bullish for you, would it be?

Jeden z kli€h je open interest. Kdyz se podivate na zménu open interest — open interest narusta —
muzeme usoudit kdo s nim pohybuje? Jinymi slovy jestli tradefi, nasledovnici trendu (fondy) nebo mali
investofi jsou skute¢né ti kdo s nim pohybuiji a pfitom nejsou pro vas bullish, ze?

LARRY: That's correct. In fact, one of the things | was first taught about open interest by Bill Meehan, who
has kind of just helped me so much — he’ll set off the Campbell brothers who have put together the
largest commodity trend following management company in the world, | think they have more money
under management than anybody — and what Bill always said is the Commercials account for about 60%
of open interest. So what he liked is a market that’s in a down trend and goes sideways. If open interest
increases it probably means the Commercials are increasing their short position and we should expect the
market to break more to the down side. Commercials tend to do most of the selling in the market place, so
usually, if open interest expands, it means the Commercials are probably selling. And in a down trend, Bill
and | both made a lot of money trading on [this] pattern. [24:23]

To je spravné. Fakticky, jednu z véci co jsem se naucil o open interest od Billa Meehana, kery byl tak
laskavy a moc mi pomohl — udélal u Campbell brothers nejvétsi trend following komoditni mamagement
ve svété, myslim, Ze maji vice penéy pod kontrolou nez kdokoliv jiny — a co Bill vzdy fikal je ze
commercials maji kolem 60% celého open interest. Takze mival rad, kdyz vidél, Zze trh jde dold a do
strany. Kdyz open interest narostl, znamenalo to, Ze commercials navysuji jejich kratké pozice a mohli
jsme predpokladat, ze trh prolomi vice doli. Commercials maji tendenci nejvice prodavat na trhu, takze
kdyz open interest roste, znamena to, Zze commercials asi prodavaji. A v klesajicich trzich jsme Bill a ja na
tom vydélali mnoho penéz.

JIM: Larry, putting this altogether, talk about Commercial’s high-low open interest, and how you put this
into...in other words, as you start looking at making a move, there are a certain number of sequences or
indicators that all have to give you sort of the go ahead, and | wonder if you could draw all of this together
in terms of how you use this in ways of playing the market.
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Larry, kdyz to dame vSe do souvislosti, commercials a high-low open interest a jak jste to slozil... Jinymi
slovy kdyz uvidite, Ze se to dava do pohybu je urcita posloupnost nebo indikatory, které vam feknou jestli
za tim jit a myslim jestli byste nam nenacrtnul jak toto vSe dohromady uzivate na trhu.

LARRY: Jim, let's try that. There’s several things | look at. The Commercials is the basis point. What are
these large super powers doing? | then like to look at a few other things, I like to see if the market is over
valued, or under valued. | don’t mean over bought or over sold. But we can actually measure value of a
commodity. | want to know if it's over valued or under valued. So, if | see the Commercials are buying, the
market's under valued. | then turn my attention to the newsletters, the brokerage firms. What are they
saying? Most of the time, the newsletters — the advisory services — are just dead wrong. I'll never forget,
before Enron collapsed — the week before it collapsed — 97% of the people we polled — newsletters — were
saying buy Enron. At the all time high in Microsoft, 98% of the newsletters were saying buy Microsoft. So, |
like to see this juxtaposition of the public newsletters etc, saying, “buy it!,” and at the same time, the
Commercials are saying, “sell it!,” or vice versa. If the Commercials are heavy buyers and the newsletters
are saying, “Aww, you don’'t want to buy this stock, you want to sell it" — or commodity — that’s a beautiful,
psychological set up. Then | look for valuation. Seasonal tendency is usually the time of year this market
rallies. Those are the conditions. Then | can go into a short term, looking for some kind of a trend change
— very short term trend change in the market — it could be a moving average, or a trend line, or a whole
variety of things, but that’s really how | trade for what | call my set up trades: trades that usually last for
anywhere from six days to 25 to 30 days. [26:12]

Takze to zkusme. Je nékolik véci na které se divam. Commercials jsou zakladni bod. Co tito velci super
silaci délaji? Rad se pak poohlédnu po nékolika dalSich vécech. Podivamse jestli je trh nadhodnocen
nebo podhodnocen. Neznamena to vSak prfekoupen a pfeprodan. Mudzem aktualné zméfit hodnotu
komodity. Chci védét, jestli je podcenéna nebo precenéna. Jestlize vidim, commercials nakupuiji, trh je
podcenén. Obratim mou pozornost na zpravy, brokerské firmy. Co fikaji? Po vétSinu ¢asu jsou noviny a
poradenské sluzba pékné vedle. Nikdy nezapomenu na to nez Enron zkolaboval — tyden pfedtim — 97% z
dotazanych lidi — novin — Fikaly kupte Enron. A po celou dobu maxima Microsft, 98% novin Fikalo kupte
Microsoft. Takze rad vidim toto srovnani nazoru vefejnosti co fika “kup to!” a v tom samém case
commercials co fikaji “prodej to!” a obracené. Jestli vidim commercials jak velmi nakupuji a noviny co
fikaji “Ale, nechcete kupuvat tuto akcii, chcete ji prodat” — nebo komoditu — je to nadherné, psychologické
nastaveni. Proto se divam po ocenéni. Sezénnost je bézné doba roku, kdy trh roste. Toto jsou podminky.
Pak mohu jit do kratkodobych dat. Hledam néjaky druh zmény trendu — velmi malé zmény trendu — mohl
by to byt klouzavy primér nebo celé fada véci. A to je skutec¢né jak obchoduji to co nazyvam nastaveni
obchodu: obchody za nékolik poslednich od 6dni po 25-30dni.

JIM: And the other thing about what you do, and | think this is important to emphasize, if you're going to
get into this market, and that is money management. What does an investor need to know about this,
because obviously when you’re going into the futures, you buy a futures contract, you're on margin, you've
got to have good money management skills, control your emotions, and be professional about this.

A dalSi véc co délate, je dllezité zdraznit, Zze kdyz se chystate do trhu, je money management. Co o tom
potfebuje investor védét, protoze pochopitelné kdyz jdete do komodit, kupujete kontrakt, jste na zéaloze,
mate jisté dobry money management, hlidate své emoce a jste v tomto profesiondl.

LARRY: You really have to have that. It's interesting, | was in Chicago yesterday talking to one of the
heads of one of the largest brokerage firms in the world, and that was our main topic of conversation,
about all of the people who have lost so much money, and it really wasn't that they were wrong on the
market, Jim, it was that their bet was too big. So, | think the best rule of money management is make
small bets. You can have a big move on a small bet and make a lot of money. Generally speaking, | think
for every $10,000 a person should trade one contract and one commodity. If you do that you're not going
to blow up your bankroll, or if you do it'll take a long time to do it. But most people like to bet big. There is
an adage in Las Vegas, that to win big you have to bet big. Well, that's how they get your money. You
don’t ever want to bet big, you want to bet small — small bets — you never want to put all your money in
one trade. I've done it, I've been there, done that. It's fun on the upside, it's a disaster on the downside.
[27:28]
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Skute¢né toto musite mit. Je to zajimavé. VCera jsem byl v Chicagu a hovofil tam s jednim vedoucim
jedné z nejvétSich brokerskych firem ve svété. To bylo naSe hlavni téma rozhovoru. O vSech lidech co
ztratili tolik penéz a skutec¢né nemylili se na parketu ale jejich vklad byl priliS vysoky. Myslim, Ze nejlepsi
pravidlo money managementu je délat nizky vklad. Mdzete vsadit malo a na velkém pohybu vydélat
mnoho penéz. VSeobecné feceno, myslim, Ze za kazdych 10.000$ ¢lovék by mél obchodovat 1 kontrakt a
1 komoditu. Kdyz toto budete délat nevyhodite svij Gcet do povétii a mizete to délat dlouhou dobu. Ale
vétSina lidi ma rada vkladat hodné. Je takova prapovidka v Las Vegas. ChceS-li hodné vyhrat, hodné
vsad. Ano to je jak vdm tam vezmou vaSe penize. Nikdy vice nechtéjte vsadit hodné chtéjte vsadit malo —
nejméné — nikdy nechtéjte vsadit vSechny vaSe penize na jeden obchod. Udélal jsem toto, byl jsem tam,
udélal jsem tohle. Toto je zabava kdyz jste nahore, ale katastrofa kdyz jste dole.

JIM: In addition to analyzing fundamentally what's going on in the commodity markets, the Commitment of
Traders, you have a section in your book on charts. Talk about the charts and the meaning and how they
become supplemental tools to your overall analysis on entry points and exit points.

S prihlédnutim k analyze co d&je na komoditnich trzich, COT, méate ve své knize &ast o grafech. Reknéte
nam néco o grafech a vykladu a jak dostat dalSi nastroje pro vstupy a vystupy.

LARRY: | think the second, or maybe the third, thing you look at, I try to find these unique set ups in the
market. A situation says we should have an up move in the market, then | go and look for when to get
aboard. | think you can do that with price structure. As | see it, really Jim, prices move say from $10 to $30
because of the fundamental conditions, but along the way they get there because of the emotions of the
marketplace, the news — some news is bogus news, some is planted news, some news is correct news —
but it's the emotions of the market that cause these price swings along the way. So | need to understand
those price swings, or if you will, really the trend of the marketplace, and really to me it's about trend
change. And a good example would be, let's say the market has a disastrous down day, and the very next
day it immediately takes out the high of that disastrous down day, that’s very unusual, it shouldn’t have
happened. So, that would most likely give me a buy signal. In other words, | look for lack of follow through.
I look for a reversal of what shouldn’t have taken place to take place, and that to me suggests the market
has finally flushed out the sellers and is now going to rally to the upside. [28:56]

Myslim, Ze druha nebo tfeti véc na kterou se divam je najit unikatni nastaveni v trhu. Situace nam fik4, ze
bychom jit nahoru v trhu a poté hledam kdy jit na parket a vstoupit. Myslim, Ze to mGzete udélat strukturou
ceny. Jak vidim, Ze cena se pohne z 10$ na 30$ z divodu fundamentélnich podminek a dostala se tam
z davodu emoci trhu — zprav, faleSnych zprav, podnikovych zprav, nékterych pravdivych zprav, ale jsou to
emoce trhu, které vedou k pohybu ceny timto zplisobem.. TakzZe potfebuji pochopit tyto cenové pohyby
nebo jestli chcete skuteény trend trhu a skute¢né je to o zméné trendu. Dobry pfiklad by byl fekéme
katastrofalni den na trhu a nasledny den bezprostfedné po tomto dni se vrati zpét na maxima. Je to
nepravdépodobné, ale muze se to stat. To by mi dalo s nejvétSi pravdépodobnosti nakupni signal. Jinymi
slovy, hledam potfebu pro nasledovani (?). Hledam obraceni toho co by mélo byt aby bylo (?) a to mi radi,
Ze trh je prazdny prodejcl a chysta se rlst nahoru.

JIM: We've talked about understanding the Commitment of Traders, the different key points, who the
players are and what's significant and what isn’'t. We've talked a little bit about these charts. | wonder,
Larry, if you might just take us through 3 examples, let’s say, using the stock market, the gold market, and
perhaps the bond market. We're pretty much going to cover some major markets in that example.

Hovofili jsme o pochopeni COT, rozdil v kli¢ovych bodech kdo jsou hraci a co je dalezité a co ne. Trochu
jsme hovorili o grafech. Pfemyslim Larry, jestli byste nam nemohl dat 3 priklady, feknéme v akciovém
trhu, trhu se zlatem a tfeba vdluhopisovém trhu. Uvedeme na prikladu tak docela pékné vSechny hlavni
trhy.

LARRY: Let's start with Treasury Bonds. That's a market | like to trade, one of my favorites. I've been

trading them for quite a while. And I'll talk about it right now so listeners will actually be able to know in the
future how good or bad this stuff was. About a week and a half ago, the Commercials — the large interests
— became very, very heavy buyers in this marketplace, and my Commitment of Traders report stuff wanted
to start buying a week ago Friday, that would have been October 28" So now it's time to look for a rally in
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this marketplace. Any trend change to the upside, you want to be a buyer. Additionally, | see there’'s a
strong seasonal tendency for this market to rally, a couple of weeks ago 91% of the advisory letters said
sell bonds, they weren'’t saying buy bonds. So, that to me is a set up in the market. It's under valued. So at
this point | will simply take any buy signals on this bond market. Contrast that, if you will, to a few weeks
ago on September 2" of 2005, the newsletters had 87% of them saying you should buy bonds, and bonds
have been down 8 weeks in a row. At the same time, the Commercials net short position was about 90%
short, and down comes the price of bonds. So, markets respond to those conditions. There’s one good
example.

Zacnéme s Treasury Bonds. To je trh, ktery rad obchoduiji, jeden z mych oblibenych. Obchodoval jsem ho
docela dost. A feknu o ném néco pravé ted aby posluchaci byli schopni poznat v budoucnu jak dobry
nebo Spatny je nyni. Pfed tydnem a pul commercials — velké zajmy — velmi, velmi nakupovali vtomto trhu
a mij COT prostfedek chtél nakupovat jeden tyden pred patkem 28 Fijna. Takze nyni je ¢as podivat se po
vzestupu v tomto trhu. Jakykoliv trend nahoru muzete nakupovat. A dale vidim silnou sezonost pro tento
trh pro vzestup a pred nékolika tydny 91% poradcu fikalo prodat. Nikdo neradil koupit. Takze to je pro
mne nastaveni trhu. Je podcenén. Takze v tomto bodu je mozné vzit jednoduSe jakykoliv ndkupni signal
na tomto trhu dluhopist. Naproti tomu, pokud chcete, nékolik tydnt pfed 2.zafi 2005 noviny hlasily 87%
doporuceni pro nakup téchto dluhopist a dluhopisy klesaly 8 tydn( v fadé za sebou. V tom case, byli
commercials Cisté v kratké pozici okolo 90% a cena dluhopist klesala. Takze trh odpovidal témto
podminkam. To je dobry pFiklad.

Gold is an example where the Commercials got negative recently in this market. They moved to an almost
fully 100% short position on October 7". At that same time, the advisory newsletters were 84% bullish or
mildly bullish, suggesting the market should decline, and usually by October 15" the price of gold
declines. Well, lo and behold, the price of gold got whacked in the marketplace, not because of some
mystical thing but because the Commercials were on the sell side of the marketplace.

Zlato, to je pfiklad, kde commercials byli na trhu negativni. Ti se posunuli 7.fijna na témérf piné 100% short
pozici. V tom ¢ase poradni noviny byly 84% bullish nebo stfedné bullish a radily, Ze trh by mél klesat a
normalné od 15.fijna cena zlata klesa. A hle, cena zlata dostala v trhu takovou ranu, ne néjakou
mystickou mysSlenkou, ale protoze commercials v trhu prodavali.

The last one to look at is really fascinating because so many people say this doesn’t work in the
Commitment of Traders report in the stock market. But we see the market has been in a nice rally the last
3 weeks. Three weeks ago 87% of the Commercial action was on the buy side, they were heavy buyers.
And the guys that write the newsletters only 17% of them wanted you to buy stocks 3 weeks ago, and the
S&P and Dow had a great big rally. They're up again today real well. At the same time the market has a
seasonal tendency to rally. So, that's kind of how | put the synthesis of getting all this stuff together, and
not just looking at any one indicator. | think it's like being a good cook, you have to have a couple of things
to make a nice cake, or stew, or whatever you’re cooking up. [31:49]

Posledni pohled je skute¢né fascinujici, protoze mnoho lidi fika, Zze COT nepracuje dobfe v trzich s
akciemi. Ale vidime trh, ktery docela stoupal za posledni 3 tydny. Pfed tfemi tydny bylo 87% commercials
aktivnich na nakupni strané, velmi nakupovali. A chlapi co piSi noviny pfed tfemi tydny jen v 17% chtéli
nakupovat akcie a pak S&P a Dow pak docela poskocil nahoru. Dnes jdou opét nahoru. V tomto ¢ase ma
trh sezénni tendenci k rustu. Takze, to je prostfedek jak tyto véci skladam dohromady. Ne jenom
pohledem na jeden indikéator, ale jako dobry kuchaf musite mit fadu véci k upeceni dobrého kolace, smési
nebo ¢ehokoliv.

JIM: In your years of trading the markets, and you've been doing this successfully for decades now,
you've had some great mentors, you've had great experiences, you've learned from those experiences,
and have had great success as a result. Larry, what would you say, if you were to boil it down, is the
single most important thing you've learned as a trader? And if you could only just have that one single
lesson that you've learned.

Ve vasich letech co obchodujete tyto trhy jste byl GspéSny po desitky let az doted, mél jste velké ucitele,
velké zazitky, méljste vélké uspéchy a vysledky. Co byste fekl, kdyby se to vSechno vypafilo, Ze je jedna
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naucil, shrnout do jedné lekce.
LARRY: Bet small.

Vsadit malo.

JIM: Bet small.

Vsadit mélo.

LARRY: Because you're going to be wrong in this business. I'm not right all of the time. Nobody is right all
of the time. It's like Russian Roulette. If you play Russian Roulette, eventually that bullet is going to come
up, and you're going to get killed with it. And if you're betting large, eventually you'll have a losing trade,
and you will lose all your money or else a huge amount of your money. So, you just know this is not a
business that’s easy. It's hard. There is risk. It means you've got to bet small so you can stay in the game,
and then the wins will come, but you've got to control your losses. [32:49]

Protoze se vzdy chystate mylit v tomto obchodovéani. Nemél jsem vzdy pravdu. Nikdo nemé po celou dobu
pravdu. Je to jako ruska ruleta. Kdyz hrajete ruskou ruletu, mize vylétnout kulka a jste s ni usmrceni. A
kdyz vsazite mnoho nakonec chytnete ztratovy obchod a vy ztratite vSechny své penize nebo jinak
obroské mnozstvi svych penéz. Takze, vy vite, Ze to neni snadné obchodovani. Je tvrdé. Je tu riziko. To
znamena, jestlize malo vsadite, ze zGstavate ve hie a pak vyhry pfijdou. Ale musite fidit své ztraty.

JIM: It seems too, just to throw this out, even the Commercials who are in this business, who either
produce this stuff, or use this stuff, how do you forecast a Katrina, or a Rita, or an earthquake in San
Francisco, or Northridge, or something that happens in the Middle East, or 9/11? These are the kinds of
things that all of a sudden appear out of nowhere and we know, Larry, if you're looking at a bell shaped
curve, those fat tails, they’re out there.

Zda se také, jen pro podtrzeni, a tykd se to i commercials ktefi jsou v tomto byznysu a ktefi produkuji
nebo uzivaji tyto prostfedky. Jak pfedpovidate Katrinu a Ritu (hurikany), zemétfeseni v San Francisku,
nebo co se stane na Blizkém Vychodé, nebo 11.z&Fi? Je to typ véci, které se objevi nahle odnikud a my
vime, Ze vy hledate zvonovou kfivku (Gaussovu), jeji prostfedni silny dil. Tyto véci jsou jaksi mimo.

LARRY: The randomness. There’s a huge amount of randomness in the stock market and commodity
markets, and that's why you bet small because at any given time, while | may have a market that's
perfectly set up, Greenspan says something and literally in 3 or 4 words can change everybody’s — all the
investors, the Commercials’ the public’'s — view of the marketplace. Because the markets are uncontrolled,
there’s such a high degree of randomness in them, that's why you’ve got to bet small, because you're
absolutely right. | remember when President Eisenhower had his heart attack and the market just crashed.
It came back a little, well, it did come back in almost a couple of days. The same thing in the Kennedy
assassination, the market broke real bad. Nobody knew that was going to happen, but a lot of money was
lost. The crash of 1987 was a 3 or 4 day event, but it wiped out billions and billions of dollars. So, you
have to have your protection against those excess moves in the marketplace that | think are totally
unpredictable. And like you said, I've been doing this for 45 years. I've seen everybody try to predict the
market and nobody — and I'll underscore, nobody — has ever been able to correctly predict the market for
very long. Maybe they’ll get lucky. I've gotten lucky a couple of times — called a high and a low — but can |
do it successfully all the time? Nobody does it. Nobody’s ever done it. So you're going to have losses. You
got to protect yourself from that. [34:40]

To jsou nahody. Je obrovsky dil nahodilosti a trhu s akciemy a komoditami a proto musite kdykoli vsadit
malo ikdyz je trh perfektné zformovan. Skute¢né 3 — 4 slova stac¢i aby se kazdy zménil —vSichni investofi,
commercials, pohled vefejnosti na trh. Trhy nejsou fizeny, je zde velky podil nahodilosti a proto musite
vsazet malo a byt si naprosto jisti. Vzpominam si kdyz mél prezident Eisenhower infarkt, Ze trh se zhroutil.
Sel dola trochu a pak Sel za nékolik dnd zpét. To samé pii vrazdé Kennedyho — trh se velmi prolomil.
Nikdo nevédél co se ma stat, ale bylo ztraceno mnoho penéz. Krach v roce 1987, byla to 3 — 4 denni

PDF created with FinePrint pdfFactory trial version http://www.pdffactory.com



http://www.pdffactory.com

udalost, ale biliony a biliony dolaru byly smeteny. Takze se jistéte proti témto prudkym pohybim v trzich,
které jak véfim, jsou zcela nepfedvidatelné. Rad bych fekl, ze to délam jiz 45 let. Vidél jsem ,Ze nékdo
chtél predpovidat trh a nikdo — to podtrhuji — nikdo to nebyl schopen spravné pfedpovidat skute¢né
dlouho. Mozn& méli Stésti. Mozna meéli Stésti dvakrat — uhodli maximum a minimum — ale mohu to délat

porad uspésné? Nikdo to nedéla. Nikdo to také nedélal. Proto také budete mit ztraty a proto se proti nim
musite chranit.

JIM: You know, your book, Larry, on analyzing the Commitment of Traders provides investors with a lot of
insight. One of the things — I'm just curious — sometime you see these black box programs that come
along, someone invents a software package or a new technical indicator and all of a sudden everybody
starts using it, and it's no longer useful. The analysis that you've provided of the Commitment of Traders
makes so much business sense because that's what it is for the Commercials: it's a business, it's not
speculation. Why don’t you think more people use this to their advantage to trade successfully? In other
words, if | was a large commodity trading fund, which as you highlight, these guys have mainly become
trend followers, chart followers, | — as | read your book — would be more interested in the guys who are big
enough to create the charts, rather than following the charts.

Znate svou knihu, po ananlyze COT muze investor hodné pohlédnout dovnitf. Jedna z véci — docela
kuriéznich — je, ze nékdy vidite “black box” programy, které prfichazeji, udalosti a software nebo nové
technické indikatory a vSichni je najednou zacinaji uzivat a tyto pak najednou prestavaji pracovat.
Analyza, kterou délate pomoci COT déla tento byznys velmi citlivy, protoze je to to, co délaji commercials:
a je to obchod, neni to jen spekulace. Pro¢ myslite, Ze neuziva vice lidi jejich rady k UspéSnému
obchodovani? Jinymi slovy, byt velkym fondem, jak jste uvedl, jsou tito chlapici hlavné nasledovnici trendu
— grafu. A jak jsem cetl vasi knihu, méli by se daleko vice zajimat o ty, kdo tvofi daleko vétSi mérou grafy
nez je jen pronasledovat.

LARRY: | think we're seeing more interest in that. Certainly this book, which is the first ever book in the
history of the world on the subject, | think is opening eyes to it. Most people simply haven’t known it's
there, and/or they haven’t known how to use it. You know | am in touch — I live in St. Croix in the Virgin
Islands — and there are a lot of funds there for a lot of reasons — there’s billions and billions of dollars on a
little tiny island — and most of these guys are trend followers, they're just concerned about the price in the
marketplace. And John Henry, the guy who ended up owning the Boston Red Sox: trend follower. But
these guys have had a real tough couple of last 3 or 4 years, so now they’re coming to me and saying,
“well, hey, explain this to me, because we want to be more than trend followers, we have to be,” because
trend following has its ups and it has some really big downs to it in terms of time. | think you'll find more
people — and | would yet point out the Campbell brothers, who as | understand, that are using non-price
based [data] — which are opposite of me means Commitment of Trader data — in their analysis of the
markets. And they've had a real good run in the market here. | think we’ll see more and more emphasis on
it. [36:39]

Vidim v tom hodné zajmu. Ur¢ité tato knha, ktera je v historii prvni s touto tematikou ve svété, otevie oci.
VétSina lidi jednoduSe o tom nevédéla a /nebo nevédéla jak toto pouzit. Jsem v kontaktu —ziju v St. Croix
na Panenskych ostrovech (?) — a tam je mnoho a mnoho fondd pro mnoho divodud — jsou tu biliony a
biliony dolard na malém ostrivku — a vétSina téchto chlapikd jsou nasledovnici treendu, ktefi se zaméruji
jen na cenu na trhu. A John Henry, ktery skoncil vlastnictvi Boston Red Sox: nasledovnik trendu. Tito
chlapici méli skuteéné tvrdé posledni 3 - 4 roky, takze ted chodi za mnou a ptaji se : Hej, vysvétli nam to.
Chceme by tvic nez nasledovnici trendu. Musime byt. ProtoZe nasledovnik trendu ma své vrcholy a ma
své skutecné velké minima béhem doby. Myslim, Ze najdete vice lidi — ukazal bych jen Campbell brothers,
ktefi, jak jsem pochopil uzivaji data bez cen — oproti mé analyze COT - v jejich analyze trhu. A méli zde na
trhu skute¢né dobry tah. Myslim, Ze tu uvidime vice a vice dirazu.

JIM: Larry, finally as we close, tell people about your website, give out the website, and what would they
find if they went there?

Larry, nez skon¢ime, feknéte lidem vasi webovou adresu a co tam mohou najit?
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LARRY: | appreciate that. The website is www.ireallytrade.com, because unlike a lot of people that write
books | really do trade. So, it’s ireallytrade.com and you'll see a couple of things: a lot of free stuff there,
and | don't need to make money from websites. There’s a great section there on seasonal tendencies in
the market, so you'll be able to see what all of the seasonal tendencies are in the major markets. And
once a week | do a little mini seminar where | talk about a market, | think it's set up to be long or short, it's
really cool you can see the chart, you can hear my voice talk about it, and of course | refer a lot to the
Commitment of Traders report on that, and | think it's called the Larry Live Learning Center, or something
like that, but if you click through I think you'll find it. A little report, the most current one is for subscribers,
but the one that's a week old everybody can look at it for free. So there’s a lot of educational stuff on there
and | think most people would probably enjoy it, and it's free. [37:38]

To uvitam. Moje stranka je www.ireallytrade.com, protoze mnoho lidi, ktefi piSou knihy i skutec¢né
obchoduji. Takze ireallytrade.com a tam najdete nékolik véci: mnoho volnych prostfedkl — nepotfebu;ji
vydélavat na webovych strankach. Je tam velka sekce o sezénnosti a technikach v trhu, takZze budete
schopni vidét sezonni tendence v trzich. A kazdy tyden délam mini seminéf, kde hovofim o trzich, myslim
jestli je nastaven long nebo short, je to skuteéné ono vidét graf, slySet mdj hlas jak o tom hovofim a
samoziejmé pak referuji o COT — myslim Ze to je znazvano Larry Williams Learning Center nebo tak néjak
—ale kdyz na to kliknete tak to najdete. A nékolik mélo, nejvice aktuélnich zprav, pro predplatitele, ale také
dalSi zpravy pro vSechny ostatni aby se to mohli zadarmo podivat. Je tu mnoho vzdélavacich prostredkd a
myslim, Ze vétSina lidi je s tim spokojena, je to zdarma.

JIM: | can tell you, if you're listening to this broadcast, as you know every week we talk about the
Commitment of Traders, but if you're looking for a book that will help you to understand what the
Commitment of Traders are, and how you can use this, I'd highly recommend Larry’s book. It's called
Trade Stocks & Commodities with the Insiders: Secrets of the COT Report.

M0Zzu vam Fici, pokud poslouchate toto vysilani, jak kazdy tyden mluvime o COT, ale kdyz hledate knihu,
kter4d vdm ma pomoci pochopit co COT je a jak COT uzit, velmi doporucuji Larryho knihu. Ma nazev Trade
Stocks & Commaodities with the Insiders: Secrets of the COT Report.

And Larry, | want to thank you for joining us on the Financial Sense Newshour. And | just want to let our
listeners know that we’re going turn this broadcast into a transcript, and Larry’s going to be nice enough to
send us 3 charts, so you can sort of get an idea of how all of this is put together.

A Larry, chci vam podékovat za navstévu Financial Sense Newshour. Rad bych posluchacim sdélil, ze
nas rozhovor dame to psané verze a Larry bude tak mily a nam zaSle 3 grafy, abychom mohli vytfibit naSe
myslenky a jak to spolu souvisi.

Larry, thanks so much for joining us on the program.

Larry, velmi vam dékuji za navstévu v tomto programu.

LARRY: Well, thanks to you very much, Jim, | really appreciate it. It's a wonderful opportunity and | thank
you and hope that your listeners will learn a little bit today

Dékuji vam Jimme, velmi to ocenuji. Je to bajecna prilezitost. A dékuji vam. Doufam, Ze se dnes vasi
posluchaci nécemu priucili.
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