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Summary

Taylor believes that legitimate OTC activity should not be curtailed, but that in order to restore
confidence in the futures market, Congress must impose effective position limits and reduce
speculation.

Speculative Position Limits and the Swaps Exemption
Taylor believes that speculative position limits are not currently effective because:

Exemptions permit hedgers to surpass position limits.

The Swaps Exemption allows large traders to circumvent regulations.

Traders are only subject to speculative limits when futures contracts go into convergence
with spot prices.

Cotton Industry Recommendations

Curtail speculation through trading limits.

Establish speculative position limits for OTC market parties.
Require speculators to adhere to weekly reporting requirements.
Reduce exemptions.
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