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Investor interest in commodities is longstanding. At least since Bodie and Rosansky 

(1980), academics and practitioners have studied the portfolio-related risk and return 

profile of commodities (i.e., futures contracts) relative to traditional financial assets such 

as equities. Early evidence suggested that an investor’s portfolio diversification benefits 

would be improved by including commodity futures positions, while generating equity-

like returns. This argument was renewed through influential research by Erb and Harvey 

(2006) and by Gorton and Rouhenhorst (2006). Concurrently, a class of institutional 

investors usually referred to as index traders has contributed to a considerable increase in 

futures contracts open interest, referred to as the financialization of commodity futures. 

Unlike speculators, who are ex ante equally attracted to long or short futures positions, 

index traders have typically held long-only futures positions for purposes of 

diversification.  

Controversy surrounding the financialization of commodity futures contracts is often 

linked to the 2008 testimony in Congress made by hedge fund manager Michael Masters, 

who claimed that the 2007-2008 rapid price increase for several commodities (especially 

crude oil) was caused by the increased long positions of non-traditional institutional or 

index investors. In some markets, hedgers complained that commodity futures prices 

became separated from underlying supply and demand fundamentals due to the 

financialization of the markets. Critics of this alleged financialization further point to the 



Download English Version:

https://daneshyari.com/en/article/7408836

Download Persian Version:

https://daneshyari.com/article/7408836

Daneshyari.com

https://daneshyari.com/en/article/7408836
https://daneshyari.com/article/7408836
https://daneshyari.com

