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The paper analyses the evolution of commodity futures trader activity in the NYMEX energy futures complex and the relations with futures prices. The futures traders are classified according to the Commodity Futures Trading Commission (CFTC) as commercial, non-commercial, and non-reporting. Non-commercial traders, and to a lesser extent the non-reporting traders, are typically viewed as representing speculators, and their role in these markets is both important and controversial. Non-commercial trader activity is decomposed into long, short, and spread positions. The spread positions, which capture predominantly calendar spreads, have changed significantly over the past five years, but the effect of this change has yet to be fully analysed and reported on. The paper aims to shed light on the issues surrounding these traders and their role in market prices, with special emphasis on the changes in spread trading.
The paper analyses the past ten years of trading activity and focuses on explaining how changes in the trading activity of all traders have affected the observed prices. The paper lays out the background of trading in these markets. It also employs modern time series techniques to evaluate the role of different classes of traders in the observed prices and the difference across energy futures contracts. The paper also analyses the reclassification by the CFTC of trading positions from commercial to non-commercial in July, 2008.
The insights from this paper will help policy makers in their efforts to understand the role of speculators and whether or not they require closer scrutiny and regulation.

