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Risk  Disclosures 
Futures trading is not suitable for all investors, and involves the risk of loss. Futures are a 

leveraged investment, and because only a percentage of a contract’s value is required to trade, 

it is possible to lose more than the amount of money deposited for a futures position. Therefore, 

traders should only use funds that they can afford to lose without affecting their lifestyles. And 

only a portion of those funds should be devoted to any one trade because they cannot expect to 

profit on every trade.  

The Globe Logo, CME®, Chicago Mercantile Exchange®, and Globex® are trademarks of 

Chicago Mercantile Exchange Inc. CBOT® and the Chicago Board of Trade® are trademarks of 

the Board of Trade of the City of Chicago. NYMEX, New York Mercantile Exchange, and 

ClearPort are trademarks of New York Mercantile Exchange, Inc. COMEX is a trademark of 

Commodity Exchange, Inc. CME Group is a trademark of CME Group Inc. All other trademarks 

are the property of their respective owners.  

The information within this presentation has been compiled by CME Group for general purposes 

only. CME Group assumes no responsibility for any errors or omissions. Although every attempt 

has been made to ensure the accuracy of the information within this presentation, CME Group 

assumes no responsibility for any errors or omissions. Additionally, all examples in this 

presentation are hypothetical situations, used for explanation purposes only, and should not be 

considered investment advice or the results of actual market experience.  

All matters pertaining to rules and specifications herein are made subject to and are superseded 

by official CME, CBOT and NYMEX rules. Current rules should be consulted in all cases 

concerning contract specifications. 



© 2013 CME Group. All rights reserved 

Global Economic Outlook and Risk 
Management Challenges 

Rates – Fed QE Exit and Future Rate Policy 

Equities – Mature Economy Earnings Growth Pressures, 

Emerging Economy Political Risks  

FX – G4 Revolves around Zero Rates and Lack of Inflation, 

Emerging Markets Learning to Live with Volatility and 

Contagion 

Energy – Geo-Politics, Supply Concerns, and Trade-Offs 

Metals – Demand shifts from Emerging Market Growth Outlook 

Agriculture – Drought (or not)? 

Options – Enhanced volatility management 
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US Rates Sector: 

 

Federal Reserve Challenges: 

QE Exit and Future Rate Policy 
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Changing Asset Preferences at the Fed 
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Fears QE Has Made the Fed too Large?  
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The Fed Can Drain Reserves or Pay Interest 

7 

$0

$1

$2

$3

19
59

19
63

19
67

19
71

19
75

19
79

19
83

19
87

19
91

19
95

19
99

20
03

20
07

20
11

20
15

Tr
ill

io
ns

 o
f D

ol
la

rs

Source: Federal Reserve Bank of St. Louis "FRED" DataBase
(EXCESS = RESBALNS - RESREQNS)

Excess Reserves of Depositary Institutions at 
the Federal Reserve

Excess 
Reserves



© 2013 CME Group. All rights reserved 

No Inflation Pressure 
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Interest Rate Futures and Options 
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US Equities Sector: 

 

Earnings Growth Pressures 

Relative to Higher Hurdles 
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US S&P500: Impressive Recovery 
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Analyzing QE Exit Implications for Equities 

12 

𝑬𝒒𝒖𝒊𝒕𝒚 𝑰𝒏𝒅𝒆𝒙 𝑮𝒓𝒐𝒘𝒕𝒉 ~ 
 

𝑬𝒙𝒑𝒆𝒄𝒕𝒆𝒅 𝑬𝒂𝒓𝒏𝒊𝒏𝒈𝒔 𝑮𝒓𝒐𝒘𝒕𝒉

(𝟏 + 𝑻𝒓𝒆𝒂𝒔𝒖𝒓𝒚 𝒀𝒊𝒆𝒍𝒅 + 𝑹𝒊𝒔𝒌 𝑷𝒓𝒆𝒎𝒊𝒖𝒎)
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US Non-Financial Corporate Profits 
(GDP Data) 
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Equity Futures and Options 
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FX Sector: 

 

G4 FX is about Zero Rates 

while 

Emerging Markets FX copes 

with Volatility and Contagion 
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Phases of FX Markets Since WWII 
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ZIRP = Zero Interest Rate Policies –  
Came Together, Leaving Separately 
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Japan FX and Equity Relationship 
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European Yields Reflect Debt Challenges 
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Euro Responds to the Policy/Political Winds 
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Implications for FX: 
Major Industrial Countries 

FX persistent FX trends can be created by a combination of 

inflation, growth, and policy differentials. 

Inflation and real GDP performance tensions among major 

currencies are expected to rise over the next several years. 

Policy differences are already emerging, although not yet in 

short-term rate policies where it matters most for FX trends. 

Economic environment is slowly becoming much more 

conducive to the development of more sustained FX trends 

with the major currencies. 
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Implications for FX: 
Emerging Markets 

Emerging market central banks migrated toward a model of setting 

short-term interest rates with a modest premium to the prevailing 

inflation rate. 

This model was highly successful in helping to bring credibility to the 

country’s management of monetary policy, to encourage capital 

inflows, and to allow for an accumulation of foreign reserves. 

More recently, though, this model has been called into question by  

risk reductions by global market participants, which have resulted 

in a certain amount of “contagion” (meaning simultaneous) in 

terms of FX and equity market declines in emerging markets. 

The range of responses has been wide, from currency intervention, to 

increasing rates, with the general concern that too much currency 

weakness will lead to unwanted inflation pressures. 

22 
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Emerging Market FX Contagion 
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Brazil: Rates and Inflation 
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Mexico: Rates and Inflation 
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Chinese RMB 
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Chinese Holdings of US Treasuries 
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Currency Futures and Options 
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Energy Sector: 

 

Geo-Politics 

Versus 

Increased Supply 
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US Energy Revolution Started about Seven 
Years Ago, Reversing Decades of Decline 
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US Consumption Patterns for Oil and 
Natural Gas are Quite Different 

31 

0

20

40

60

80

100

120

140

160

1970 1976 1982 1988 1994 2000 2006 2012

Co
ns

um
pt

io
n 

In
de

xe
d 

to
 1

00
 a

t 1
97

0

Source:  British Petroleum Statistical Review of World Energy
2013 Workbook.

US Oil and Natural Gas Consumption

Oil

Natural Gas



© 2013 CME Group. All rights reserved 

Increased Domestic US of Natural Gas 
Has Worked to Increase Coal Exports 
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Energy Transformation is underway in the US 
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Global Natural Gas Prices Still Far Apart 
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Natural Gas Production By Regions 
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Energy Futures and Options 
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Metals Sector: 

 

In the Crossfire of Multiple  

Long Run Transitions 
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Gold Has Stabilized After its Slide – 
 No Long-Term Trend Has Developed 
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Central Bank Gold Holdings 

850

900

950

1,000

1,050

1,100

1,150

1,200

1992 1995 1998 2001 2004 2007 2010 2013

Fi
ne

 T
ro

y 
O

un
ce

s o
f G

ol
d 

(M
ill

io
ns

)

Source:  IMF Data through the Bloomberg Professional (001.046)

Central Bank Holdings of Gold

Central Banks Stopped 
Buying Gold in 2013

Central Banks Stopped 
Selling Gold in 2008

39 



© 2013 CME Group. All rights reserved 

Little Immediate Fear of US Dollar Inflation 
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India and China 
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Metals Futures and Options 
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Agriculture Sector: 

 

Drought (or not)? 
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Unisys Ocean Temperature Anomalies 
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Agriculture Futures and Options 
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Options: 

 

Enhanced Volatility 

Management 
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Changing Volatility Regimes 

48 

Black-Scholes Original Version Assumes that 

Volatility Regimes Never Change 

But, Volatility Regimes are Dynamic (and so are 

Correlations) 

Which economic events can shift volatility 

environments? 

From where will the “Black Swans” appear? 
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From where will “Black Swans” appear?  
– Perhaps Not from the Financial Sector 

49 

Elections? 

  Scotland, EU Parliament, India, South Africa, 

 US Congress 

Political Turbulence? 

  Ukraine, Turkey, Eqypt, Thailand 

The Weather and the Earth? 

  Volcanoes, Earthquakes, Droughts 
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Rates Options 
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Rates Sector: Options Trading Growth
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Equities Options 
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Equities Sector: Options Trading Growth
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Energy Options 
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Energy Sector: Options Trading Growth
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