
Commodity Markets like any other market are giving a very good return to investors in the country like India, due to 
the fact that there has been increase in the volume of transactions of various commodities vis-a-vis increase in the 
number of investors. As per the economic theory, surely the profit made by the existing investors is the major 
influencing factor for the new investors. Also the intricacies involved are multiplying with the increase in the 
number of participants. While there have been few studies conducted in India to understand the relationship 
between spot and future prices, the studies so far conducted talk about evidence of flow of information between spot 
and future markets in a macro level. While the degree and  the direction of flow do change based on the type of 
commodity, market infrastructure and the operation of number of arbitrageurs, what is surely required is that there 
has to be study on specific commodity and further whether a kind of relationship between spot and future price of a 
commodity like Silver (precious metal) is same as the relationship of Copper (industry metal) in the same Indian 
commodity market like, MCX when given that Silver has both industrial and household use while Copper has got 
industry use only.
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Introduction

What is commodity market?

Commodity market is a place where there are exchanges of raw or primary products which includes physical products like 
food, metals etc.There are producers say, metal producers, who are not sure that they would get right customer at right time 
and some times the manufacturers, who use metal as input, are not sure that they would get right amount of raw material at 
right time and right place. So, this is where the commodities markets, which stretch across all time zones, from Shanghai to 
London to New York or to India, play a central role.
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