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CEPS “Price Formation in Commodities Markets”, 30 September 2013 

 



Market transparency: LME banding reports provide little insight 
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Dominant parties are grouped by percentage of open interest out 3 months 
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CFTC COT* report shows actual on exchange positions by type 

3 * Commodity Futures Trading Commission; Commitment of Traders 
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Addressing transparency to rebuild market confidence 

Aluminum trading volume on LME has grown almost 250% since 2002, a growth 

driven by financial participants 

Hong Kong Exchange will continue to grow LME to offset $2.2B purchase price, 

including making the exchange more accessible to financial participants 

The financialisation of commodity markets is not an issue in itself if effective 

transparency rules support price discovery role of exchanges and market confidence 

Current LME reports lack visibility into the sources of trading volume and LME price 

do not accurately reflect fundamentals of the industry  

In line with the G20 and EU regulatory reform, stronger reporting rules such as 

CFTC’s Commitment of Traders should be immediately put in place 

 

 

 

Transparency rules will help ensure that the LME continues to represent the underlying 

fundamentals of the aluminum market and remains the most reliable source of 

aluminum pricing 
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EU financial markets regulation is pivotal to tackle transparency issues on the LME 
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