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Commaodity price fluctuations and the role of futures markets in supporting their stability
Analytical approach for the period 2019-2023
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Abstract:

: Commodity markets have witnessed extreme fluctuations in the current period, which
has had a significant impact on the global economy. A number of factors affected the
prices of basic commodities, most notably the determinants of supply and demand,
geopolitical conditions, climate change, and the shift in energy sources. In order to
reduce the severity of these fluctuations, traders resorted to futures markets. Hence, this
study came with the aim of examining the relationship between spot markets and
commodity futures markets. The study concluded with a basic conclusion that futures
markets allow price discovery by market participants, optimal commodity allocation,
and risk transfer from hedgers to speculators. These functions serve to limit some
erratic price movements. Therefore, futures markets contribute to the stability of spot
market prices
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Note: Monthly data. Last observation is April 2023.
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