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HISTORY
•Futures contracts for agricultural commodities have been 
traded in the U.S. for more than 100 years.  They have 
been under Federal regulation since the 1920’s when the 
first Grain Futures Act was passed. 

•In recent years, futures trading has expanded rapidly into 
many new markets beyond the domain of traditional 
physical and agricultural commodities.

•Futures and option contracts are now offered on a vast 
array of financial instruments, including foreign currencies, 
U.S. and foreign government securities, U.S. and foreign 
stock indices, and single stocks and narrow-based stock 
indices. The latest non-traditional markets: weather, 
SO2emissions, and economic events.
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Growth of the U.S. Futures 
Industry

427

101
426

1994

159

10
149

1984
(Millions of Contracts)

(CFTC was created in 1974 to replace the Commodity Exchange Authority, USDA).

Totals

Options on Futures
Futures

1,61328

2890
1,32428
2004 1974

Futures and option volume 3.8 times larger than 10 years ago

 



U.S. Futures Trading Volume 2004 
by Type of Commodity
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(NYMEX Natural Gas 1.3%)



FEDERAL REGULATION
• In 1974, Congress established the CFTC as an independent 

regulatory agency.  Regulation of futures was moved from the 
U.S. Dept. of Agriculture to the CFTC, an independent 
Commission. CFTC has exclusive jurisdiction over futures.

• Congress overhauled the Commission’s statutory mandate, 
when it enacted the Commodity Futures Modernization Act of 
2000.

• The CFTC has 5 Commissioners 1 of which serves as the 
Chairman.  They are appointed by the President and confirmed 
by the Senate to serve staggered 5-year terms.

• No more than 3 Commissioners may be from the same political 
party.

 



CFTC Mission

The Commodity Futures Trading Commission (CFTC) 
was created by Congress in 1974 as an independent 
agency with the mandate to regulate commodity 
futures and option markets in the United States.  The 
agency protects market participants against 
manipulation, abusive trade practices and fraud.  
Through effective regulation and oversight, the CFTC 
enables the markets to serve better their important 
functions in the nation’s economy – providing a 
mechanism for price discovery and a means of 
offsetting price risk.

 



Futures Industry Regulation
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DMO: Market Surveillance
Monitors markets to detect and deter 
manipulation with no price bias
• Large-trader reporting
• Positions, deliverable supply, price relationships,           

and other information
• Weekly surveillance meetings
• Problems may lead to jawboning, warning letters, 

emergency actions, referrals to Division of 
Enforcement

 



COMMITMENTS DATA for NATURAL GAS
NATURAL GAS   --   NEW YORK MERCANTILE EXCHANGE  

OPTION AND FUTURES COMBINED POSITIONS AS OF  02/01/200502/01/200502/01/200502/01/2005     
 

NONCOMMERCIAL 
 

COMMERCIAL 
 

TOTAL 
NONREPORTABLE 

POSITIONS 
LONG  SHORT  SPREADS  LONG  SHORT  LONG  SHORT  LONG  SHORT  

      ( CONTRACTS OF    10,00010,00010,00010,000 MMBTU’S )            OPEN INTEREST::::        641,111641,111641,111641,111  
COMMITMENTS  

26,31926,31926,31926,319    52,89752,89752,89752,897    244,896244,896244,896244,896    298,181298,181298,181298,181    305,768305,768305,768305,768    569,396569,396569,396569,396    603,561603,561603,561603,561    71,71571,71571,71571,715    37,55037,55037,55037,550    

   
CHANGES FROM  00001111/25/200/25/200/25/200/25/2005555    CHANGE IN OPEN INTEREST:      ----50,09150,09150,09150,091  

24242424    ----7,0037,0037,0037,003    ----23,38623,38623,38623,386    ----28,36628,36628,36628,366    ----21,08921,08921,08921,089    ----51,72751,72751,72751,727    ----51,47851,47851,47851,478    1,6371,6371,6371,637    1111,387,387,387,387    
   
PERCENT OF OPEN INTEREST FOR EACH CATEGORY OF TRADERS  

4.14.14.14.1    8.38.38.38.3    38.238.238.238.2    46.546.546.546.5    47.747.747.747.7    88.888.888.888.8    94.194.194.194.1    11.211.211.211.2    5.95.95.95.9    
   
NUMBER OF TRADERS IN EACH CATEGORY   ( TOTAL TRADERS:  193193193193    )  

47474747    51515151    75757575    90909090    82828282    172172172172    176176176176        

   
 

 



NYMEX Natural Gas
Non-Commercial Gross Futures Positions*

November 2003 - February 2005
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Source:  CFTC Large-Trader data * Includes Options on a Delta-Adjusted Basis
 



NYMEX Natural Gas
Non-Commercial Net Futures Positions* and NYMEX Price

November 2003 - February 2005
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NYMEX Natural Gas
Non-Commercial Net Futures Positions* and Historical Volatility

November 2003 - February 2005
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Behind the Published COT Data
NYMEX NATURAL GAS 

Large-Trader Positions in Option and Futures combined on 02/01/2005 
In Contracts of 10,000 MMBTU’s  Total Open Contracts:  641,111 

 
For All 101 Noncommercial Traders: 
 

LONG SHORT SPREADING  
Position Percent No.Trdrs Position Percent No.Trdrs Position Percent No.Trdrs

Gross 271,215 42.3% 82 297,793 46.4% 94  
Net* 26,319 4.1% 47 52,897 8.3% 51 244,896 38.2% 75 
 
For All 54 Money Managers (Funds, CTA’s, CPO’s,…): 
 

LONG SHORT SPREADING  
Position Percent No.Trdrs Position Percent No.Trdrs Position Percent No.Trdrs

Gross 148,437 23.2% 39 175,431 27.4% 49  
Net* 15,582 2.4% 18 42,576 6.6% 35 132,855 20.7% 34 
 
For 10 Largest Money Managers: 
 

LONG SHORT SPREADING  
Position Percent No.Trdrs Position Percent No.Trdrs Position Percent No.Trdrs

Gross 120,184 18.7% 9 140,870 22.0% 10  
Net* 7,449 1.2% 2 28,135 4.4%   8 112,735 17.6% 9 
 
*Net: After offsetting future-to-future, option-to-option, and future-to-option spreads 
 

 



Of the top 100 Hedge Funds in 2004, 63 had funds that were sponsored, operated, or advised by CFTC registrants
 



 


