1.  When one buys a silver futures contract at the NYMEX, how far out are the contracts traded, meaning, what is the maximum length of time from now that delivery can be contracted for?
Futures Broker (Drew Klein, Greenrush Capital):  Here is a list of the current NYMEX Silver strip.  I sorted it for you so that you can see which contracts have the highest open interest (Total # of contracts outstanding) and the daily volume.  As you can see, the front month contract (March 2009) has the highest volume and OI.  Open interest is decent throughout 2009 but drops off considerably into 2010.  Bear in mind that the bid/ask spreads will tighten during the day session and this screenshot was taken at the most quiet time of the trading day.  
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2.  And what is the typical length of time for most contracts?   How far out is the largest and most heavily traded contract month?
Futures Broker (Drew Klein, Greenrush Capital): See above.  
3.  Can you explain why the time limit on contracts exists, for example, why don't they trade twice as far into the future?  Is it lack of liquidity, lack of desire of traders, or does the "time" become too expensive, or what?
Futures Broker (Drew Klein, Greenrush Capital): Remember that futures markets were born out of the necessity of a hedger, not the speculator.  But since speculators have come in and provided the tremendous liquidity to the markets, we have much more accurate price discovery.  If someone is trading Canadian Dollars on the CME and on the PHLX, and there is a price discrepancy, it will be arbed out almost immediately thus leading to a more accurate reflection of the price.  Contracts trade out as far as someone is willing to open.  Eurodollars are the most liquid of all futures contracts with contracts trading almost 10 years ahead.  
4.  If one buys a futures contract in silver, about 1 year out at about current prices, what kind of leverage can be purchased?  What's the percentage of the value of the silver that you have to put as a down payment to buy 1 contract?  In other words, what's the cost of 1 contract about 1 year out at about current prices right now?
Futures Broker (Drew Klein, Greenrush Capital):  The leverage is the same as if you purchased a March 2009 contract (SIH9) or a March 2010 contract (SIH0).  1 Silver futures contract = 5000 oz of Silver.  The MARGIN to buy the SIH0 (same as the SIH9), at the time of this writing, was $8,100 Initial Margin, $6000 Maintenance Margin.  Margin is earnest money – it is your financial collateral that lets the broker know that you are ‘good’ for the contract. Margins are set by the exchanges and they can be changed ANYTIME so as to reflect the volatility in the market.  More volatile markets have higher margin requirements (makes sense).  So you put down $8100 and you are now the proud owner of SIH0 at, say, $14.11 / oz.  So you are controlling over $70,000 worth of product with just $8,100. ($14.11 / oz * 5000 oz = $70,550).  Once the price of your silver falls to the maintenance margin level ($6,000), which means that it has to fall by $2,100, or $0.42 to $13.69 / oz, you are then on a MARGIN CALL, which means that you are required by your broker to bring your account back up to at least initial margin levels ($8,100).    
5.  I know options give one the right, but not the obligation to buy a futures contract.  And thus, you can't get a margin call with options, and you can't lose more than what you pay, in case the price moves against you temporarily.  What is the cost of an option on that same futures contract, about 1 year out, at current prices?
Futures Broker (Drew Klein, Greenrush Capital): When you buy a call option, you have the right but not the obligation to buy a futures contract at a specific price at a specific date. The risk on an option purchase is limited to the premium paid. Conversely, option sellers can most certainly be margin called and can lose more than what they put into a trade. Theoretically unlimited losses are possible to those who write, or sell call options because markets can technically go to infinity. Put sellers can only risk a market going to zero which is still a long way in many cases.  

Here is a list of the most active silver futures options.  I used the most active options month (July) and the furthest options month that is being traded (December).  As you can see, the pickins are pretty slim.  Not the most liquid of markets.  The option with the highest open interest is the July $20.00 call, and is followed by the December $6.00 put.  Clearly, the skew is that that of the top 10 most active option contracts, 8 of them are call options.  
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6.  Do you prefer to trade options, or futures, or do you have no preference, or do you simply buy what is cheap depending on market conditions?
Futures Broker (Drew Klein, Greenrush Capital): I am mainly focused on option strategies that I feel give me an advantage out of the gate. Understanding options is critical to my trading because I look for mathematical inequalities within the markets and try to exploit them. Something like this is impossible in futures. If I have an idea of where the markets are going or more importantly not going, I can devise option strategies to take advantage. Futures are great. They are very cut and dry. Buy here sell here stop here target here. Options give much more flexibility. I prefer to use both options AND futures and think they are both essential to a successful trading program.  
7.  What is the typical liquidity of the silver options market?  Specifically, how much money can one spend to move the silver options market more than 5-10%?  What's a typical spread in case one were to buy and sell a silver options contract immediately, say, 1 month away, or 1 year out?
Futures Broker (Drew Klein, Greenrush Capital):  As you can see, these markets aren’t all that liquid, though they are certainly liquid enough to get in and out if necessary.  I’m not sure how one would move the silver options markets 5-10% (I assume you are talking manipulation, or just heavy size?) Traders who have a bullish bias may consider doing BULL CALL SPREADS, which while they limit your upside potential, they still limit your downside risk.  For example, Bill thinks Silver is going to $20.00 before November 2009.  So he decides to buy a December 18.00-20.00 call spread for 30 cents ($1,500 / spread).  This is a $2.00 wide spread which gives it a maximum value, at expiration, of $10,000, IF SIZ9 is trading at $20.00 / oz or higher.  If he wants to buy the $18.00 option outright, and give himself more profit potential on an explosive move higher then he can do that and spend about $6,000 for the option.  The nominal risk is higher, but he stands to gain more if s ilver spikes to $35.00/oz.  While the 18-20 spread risks less and can only see his spread worth $10,000, even if it spikes to $35.00 / oz.  Both traders lose their full premiums at expiration if December Silver is trading at $18.00 / oz or lower.  
8.  I understand there are position limits of 1500 contracts in a given month.  How much money would it take, at a minimum, to buy 1500 silver options contracts, a year out, at the best prices, in your opinion?
Futures Broker (Drew Klein, Greenrush Capital): It depends on what option you buy.  If you buy an AT THE MONEY call option, I assume you would be looking at the SIZ9 $14.00 call option.  Bear in mind, there are only 1155 total open interest in this contract as of now.  Anyways, if you could pull it off, based on the last price of the option ($2.28 * 5000 / oz = $11,400 / option * 1500 options = $17,100,000.  
9.  What is the open interest in silver options contracts, a year out, in the most liquid contracts?
Futures Broker (Drew Klein, Greenrush Capital): See above chart
10.  What is the silver options market saying about future silver prices a year from now, right now?  Does the options market give any sort of prediction on price, based on how the options are priced?  For example, what does the silver price need to be a year from now, in order to put a silver futures option one year out, "in the money"?
Futures Broker (Drew Klein, Greenrush Capital): Precious metal call options are notoriously overpriced, as suggested by the enormous price differences and the huge implied volatility skews.  S&P put options almost always have a huge price skew because of the strong institutional hedging demand.  I'm not sure that you can use options markets to determine where markets are going, though I have certainly been looking for such a formula.  I’m sure it exists but I’m just not smart enough to know what it is.  Allegedly, heavy volume around certain option strikes may act as gravitational pull so it’s important to know which strikes are most active.
11.  How are most futures contracts priced, who prices them, and by what method?  Do most traders use computers and a black-scholes model, or do they look at charts, or is it just "the market"?
http://en.wikipedia.org/wiki/Black-Scholes
Futures Broker (Drew Klein, Greenrush Capital): Futures market prices are determined by open outcry in the pits but now mainly through electronic exchanges. The ‘bid’ is the highest price someone is willing to pay; the ‘ask’ is the lowest price someone is willing to sell. Eventually a price is reached.
12.  What gives you confidence that there won't be a default in silver futures contracts at the NYMEX?
Futures Broker (Drew Klein, Greenrush Capital): I can’t be anymore confident that the NYMEX won’t default than I can that the US Government won’t default.  It’s certainly possible, but my figures don’t show it happening any time soon.  
13.  It's my understanding that the NYMEX went public a few years ago, and was recently sold to the CME.  With public ownership via stock, there comes the benefit of limited liability.  Thus, it seems to me that the exchange owners have now a somewhat reduced liability in the event of a default in the silver futures, thus, it seems to me that one of the protections against default has been removed.  Is my reasoning off base here?
Futures Broker (Drew Klein, Greenrush Capital): No, it’s a fairly decent assumption.  
14.  I'm concerned about default because the open interest is always so much higher than the silver that is in the warehouses, both registered and eligible for delivery.
As of 2-10, the open interest is 130,692 contracts for 5000 oz. each.
http://www.cftc.gov/dea/options/deacmxsof.htm
That's a total of 653,460,000 ounces, is that correct?
Right now, the silver warehouse stocks, total, registered and eligible, for all 4 warehouses, is 124.7 million ounces.
http://cmegroup.com/trading/energy-metals/nymex-daily-reports.html
See "Warehouse Stocks" and then "Silver Stocks" at the bottom of the page.
That seems to be quite an imbalance, so what is the guarantee that the shorts can deliver silver to the longs?
Futures Broker (Drew Klein, Greenrush Capital): Remember that much of the open interest in the market is spec interest.  OI and delivery figures have no correlation.  One thing is certain – the vast majority of the volume is being done by speculators who have ZERO intention on taking delivery.  
15.  The CPM Group produces an annual yearbook of statistics on silver.  Are you familiar with this group, and if so, what do you think of the quality of their research?
http://cpmgroup.com/
Futures Broker (Drew Klein, Greenrush Capital): No Idea.
16.  There is another major market in silver, besides the NYMEX, and I'm speaking of the LBMA, the London Bullion Market Association, which is a group of very large bullion banks that all act as market makers for bullion orders for their own clients.  http://www.lbma.org.uk/members_list.html
In the 2008 CPM Group yearbook, on page 16, they list the Estimated Silver Inventories in London and Zurich at about 75 million ounces for 2006.  That seems a rather small amount, what do you think?
Futures Broker (Drew Klein, Greenrush Capital): Not sure, but I am not an expert in physical silver.  
17.  The CPM group also lists that the LBMA annual trading volumes in silver are 30 billion ounces.  That seems excessive in light of how little silver the CPM Group lists in the estimated silver inventories.  Do you think such trading volumes are excessive, if they are based on so little silver, as it seems that the entire stock of silver is traded more than that daily!  30,000 million ounces, divided by 250 trading days, would require an average of 120 million ounces of silver traded daily, on average, which is far more than the 75 million ounces estimated that they have.  Do you find that much trading to be excessive, or do you think it's evidence that they are trading silver that they do not have?
Futures Broker (Drew Klein, Greenrush Capital): Not sure.  
18.  Morgan Stanley, who is not a LBMA market making member, but who also trades silver for clients and offers unallocated silver accounts, recently admitted that they practice fractional reserve silver banking, as follows:
Ted Butler writes:
"I found it appalling that Morgan Stanley would claim to store silver that didn't exist and even have the chutzpah to charge for the storage."
"In fact, in the court documents summarizing the proposed settlement, one of Morgan Stanley's defenses was that they were not doing anything unusual by charging storage on metal that didn't exist, as this is a widespread industry practice."
http://www.investmentrarities.com/10-23-07.html
Does that concern you, and do you have an opinion or comment on that?
Futures Broker (Drew Klein, Greenrush Capital): IB’s are scum.  That’s a fact.  
19.  I would like to discuss some of the overall market silver statistics.  The CPM Group and Silver Institute have somewhat similar numbers, but they both say that about 600 million ounces of silver is mined each year, and about 900 million ounces total supply, with the difference being recycling, government selling, and/or investor selling.  They both say that investor buying is very small, about 40-60 million ounces per year, and this is actually a new trend, ending investor selling.  This means that about 5-10% of the silver market is investor buying.  At $15/oz., that's just under $1 billion worth of investor demand, annually.
Do you see these supply and demand factors as more bullish than for gold, since there is less room for new investor demand?
Futures Broker (Drew Klein, Greenrush Capital): Silver ETF’s show pretty slack demand (like its peaked last year).  Again, I’m not sure because I’m not an expert on this stuff..
20.  Are you aware of the reports of silver shortages for all retail forms of silver, from 1 ounce rounds, to 100 ounce bars, to Silver Eagles and Maples?  For example, the U.S. Mint, although producing nearly twice as many Silver Eagles this year than last year, is trying to illegally ration them?
http://www.silverstockreport.com/2008/eagles.html
Futures Broker (Drew Klein, Greenrush Capital): Yes, I have heard about this.  But again, I am somewhat a contrarian when it comes to this stuff, and I’ve got to believe that the small investor, who is loading up on coins, which comprises a miniscule part of this market, is wrong.  When small investor bullishness reaches such a zenith, that’s usually as good a contrarian indicator as anything out there.  
21.  Is there any indication that 1000 ounce COMEX bars are in short supply, and if that were to happen, how would we know?
Futures Broker (Drew Klein, Greenrush Capital): No Idea.  
22.  It seems to me that the world has had a shortage of silver, and an excess of paper money, ever since the U.S. left off using silver in coinage, in 1964.  But particularly, today, the amount of paper money that exists seems more excessive than ever, with M3 at over $14 trillion, and silver seems to be in a particularly short supply.
Are you concerned about these things as well?
Futures Broker (Drew Klein, Greenrush Capital): Absolutely. This is going to be a huge problem going forward. In spite of the recent and ongoing capital evaporation in the global markets, the end result will undoubtedly be too much cash chasing too few goods, and hence, nasty inflation.
23.  It seems to me that in both the LBMA, and the NYMEX, that most silver sold is sold by institutions or traders who are "naked short", meaning that the physical silver to back the positions is not held by them.  Do you think that is a fair assumption, based on the statistics I've covered above?
Futures Broker (Drew Klein, Greenrush Capital): No Idea
24.  The Silver ETF claims to have over 253 million ounces of silver backing it.
http://us.ishares.com/product_info/fund/overview/SLV.htm?qt=SLV
During the time of it's inception, silver at COMEX remained essentially unchanged, and the silver price remained unchanged.  Many people are wondering, where this silver came from, how could so much be bought without moving up the price, and if it really exists. 
JP Morgan is the ETF custodian, and JP Morgan is also rumored to be the largest silver short at the COMEX holding down the price.  That seems like a conflict of interest, to say the least.  JP Morgan also holds about 7 times the gross national product of the USA in derivatives.
So, given that, would you trust the ETF, or futures contracts more?
Futures Broker (Drew Klein, Greenrush Capital): No.  IB’s are scum and ETFs are just the product of IB scum.  I would rather be in the futures/options or the physical.  
25.  What do you think of private companies that offer people "leveraged silver" programs?  It seems to me that they are mostly scammers, since they offer less leverage, on worse terms, than you can get in the futures market.  Is that your opinion as well?
Futures Broker (Drew Klein, Greenrush Capital): It’s Bullshit.  
26.  If someone buys a silver futures contract through your brokerage, could you help them take delivery? 
Futures Broker (Drew Klein, Greenrush Capital): Absolutely.  
27.  If someone expected silver prices to rise a minimum of 25% annually from today, with the understanding that there could be times lasting 1.5 years where no gains would take place, based on those assumptions, suppose you had a client who was interested in buying silver futures contracts or options with about $100,000 that they could afford to lose, is there a particular strategy that you could recommend?
Futures Broker (Drew Klein, Greenrush Capital): I would recommend he accumulate mini silver contracts and take delivery of them.  I would use options to hedge and create a stream of income.  I would also diversify him into several other trading strategies in corn, soybeans, sugar, Eurodollars, Swiss Francs, etc.  
28.  What do you think of precious metals dealers who sell physical silver but cannot deliver for up to, or exceeding, 60 days.  Do you feel that is reasonable or not, or is it like a futures contract?
Futures Broker (Drew Klein, Greenrush Capital): Welcome to the wonderful world of receivables.  
29.  I would like to thank you so much for your time and help in answering these questions for me and my readers.  Is there anything you would like to add that you feel I did not cover, or that you would like to say?
Futures Broker (Drew Klein, Greenrush Capital): Trade humble!
Again, thank you so much for taking the time.  I and my readers will really appreciate it.
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