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ABSTRACT 

The Indian commodity market requires large 

investments and enhanced trading activity both in 

the national as well as the regional commodity 

markets. The participation of non‐professional 

people trading commodity markets makes the market 

a risky venture. Non‐professional participants simply 

add to the volatility factor of the market. There is a 

dire need for professional experts who are able to 

provide advice on commodity trading and build 

commodity inclusive portfolios. Such professional 

awareness, expertise, and guidance in commodity 

trading can come from professional commodity 

traders called commodity trading advisors (CTAs).  

 

The purpose of this paper is to offer arguments and 

insights as to why the Indian commodity market 

needs the participation of the CTAs. 

 

The money brought in by CTA advised clients will 

add to the depth, liquidity, and trade which in turn 

will make commodity prices more efficient. As a 

regulatory measure, the Indian market too can adopt 

guidelines structured for CTAs by Commodity 

Future Trading Commission and National Futures 

Association. The CTAs can bring the Indian 

commodity market at par with developed commodity 

markets like Indian Board of Trade. 

 

1.1 Introduction of the study 

Commodities are raw materials used to create various 

products. Commodity is raw materials used to create 

various products. Commodity Commodities include 

agricultural products such as grains, oilseeds, vegetable 

oils, pulses and also meats and livestock; energy 

products such as crude oil and gasoline; metals such as 

gold, silver, aluminium and mild steel ingots. There are 

such as gold, silver, aluminium and mild steel ingots. 

There are many other commodities like polypropylene, 

sugar, cotton, cocoa and coffee, etc., that are also traded. 

A commodity is something for which there is demand, 

but which is supplied without qualitative differentiation 

across a given market. 

 

"Commodity” has just come up as a new option for all 

those who want to diversify their portfolio, beyond 

shares and bonds. Based on the fundamental economic 

principle of demand and supply they have become a high 

profitable option to the market–savvy investors in 

themselves, as the prices here are less volatile. By 

throwing open the commodity market and setting up of 

the National Multi Commodity Exchange, the 

Government has taken a step forward towards the 

making the commodity market more transparent and 

reliable. 

 

A commodity market is a market that trades in 

primary economic sector rather than manufactured 

https://en.wikipedia.org/wiki/Sector_(economy)
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products. Soft commodities are agricultural products 

such as wheat, coffee, cocoa and sugar. Investors access 

about 50 major commodity markets worldwide with 

purely financial transactions increasingly outnumbering 

physical trades in which goods are delivered. Futures 

contracts are the oldest way of investing in commodities. 

Futures are secured by physical assets. Commodity 

markets can include physical trading and derivatives 

trading using spot prices, forwards, futures, 

and options on futures. Farmers have used a simple form 

of derivative trading in the commodity market for 

centuries for price risk management. 

 

Characteristic of commodities 

  TThhee  ccoommmmooddiittyy  pprriicceess  aarree  ddeetteerrmmiinneedd  aass  aa  

ffuunnccttiioonn  ooff  tthheeiirr  mmaarrkkeett  aass  aa  wwhhoollee..  

  WWeellll--eessttaabblliisshheedd  pphhyyssiiccaall  ccoommmmooddiittiieess  aarree  

aaccttiivveellyy  ttrraaddeedd  oonn  vvaarriioouuss  ssppoott  aanndd  ddeerriivvaattiivvee  

mmaarrkkeettss..  

  TThhee  ccoommmmooddiittyy  mmaarrkkeett  hhaass  eevvoollvveedd  ssiiggnniiffiiccaannttllyy  

ffrroomm  tthhee  ddaayyss  wwhheenn  ffaammeerrss  hhaauulleedd  ccaarrllooaaddss  ooff  

wwhheeaatt,,  rriiccee  aanndd  ootthheerr  pprroodduuccee  ttoo  tthhee  llooccaall  

mmaarrkkeett..    

  IInn  tthhee  11880000ss,,  ddeemmaanndd  ffoorr  ssttaannddaarrddiizzeedd  ccoonnttrraaccttss  

ffoorr  ttrraaddiinngg  aaggrriiccuullttuurraall  pprroodduuccttss  lleedd  ttoo  tthhee  

ddeevveellooppmmeenntt  ooff  ccoommmmooddiittyy  ffuuttuurreess  eexxcchhaannggeess..  

 

Need of the study 

  TThhee  nneeeedd  ooff  tthhee  ssttuuddyy  aarriissee  dduuee  ttoo  llaacckk  

kknnoowwlleeddggee  aabboouutt  tthhee  ccoommmmooddiittyy  mmaarrkkeett  bbeeccaauussee  

nnooww  aa  ddaayyss  ccoommmmooddiittyy  ttrraaddiinngg  hhaass  iimmppoorrttaanntt  

aavveennuuee  aanndd  mmoosstt  ooff  tthhee  iinnvveessttoorrss  aarree    ssttiillll  

uunnaawwaarree  aabboouutt  iittss  aaddvvaannttaaggeess  aanndd  sshhoorrttccoommiinnggss..  

  HHuuggee  aammoouunntt  ooff  iinnvveessttmmeenntt  iiss  rreeqquuiirreedd  ffoorr  

ttrraaddiinngg  iinn  ccoommmmooddiittyy  mmaarrkkeett..    

  TToo  kknnooww  tthhee  iimmppaacctt  ooff  ootthheerr  mmaarrkkeettss  oonn  

ccoommmmooddiittyy  mmaarrkkeett,,  iitt  bbeeccaammee  nneecceessssaarryy  ttoo  

uunnddeerrssttaanndd  tthhee  ttrraaddiinngg  ooff  ccoommmmooddiittyy  mmaarrkkeett..  

SSuucchh  aann  aannaallyyssiiss  wwiillll  hheellpp  tthhee  iinnvveessttoorr  ttoo  iinnvveesstt  

iinn  ccoommmmooddiittyy  mmaarrkkeett..  

 

Objectives of the study 

  TToo  ssttuuddyy  tthhee  IInnddiiaann  CCoommmmooddiittyy  MMaarrkkeett..  

  TToo  ssttuuddyy  aanndd  aannaallyyssee  tthhee  ggoolldd  aanndd  ssiillvveerr  

ccoommmmooddiittyy  iinn  IInnddiiaa..  

  TToo  ssttuuddyy  tthhee  ffaaccttoorrss  tthhaatt  iinnfflluueenncceess  tthhee  pprriicceess  ooff  

ggoolldd  aanndd  ssiillvveerr..  

  TTooaannaallyyssee  tthhee  ggoolldd  aanndd  ssiillvveerr  ttrreenndd  iinn  

ccoommmmooddiittyy  mmaarrkkeett..  

 

Scope of the study 

The scope of the study is based on “commodity trading 

with reference to gold and silver “in KKaarrvvyy  SSttoocckk  

BBrrookkiinngg  LLiimmiitteedd.. The analysis is based on prices on 

daily basis to show the trend of the bullion market. The 

study is conducted on gold and silver only. 

 

Research Methodology 

Tools: 

  TTaabblleess  

  CChhaarrttss  

 

Techniques: 

  MMoovviinngg  aavveerraaggee  mmeetthhoodd  

  55--ddaayy  mmoovviinngg  AAvveerraaggee  MMeetthhoodd  

 

Secondary data 

Secondary data is the published data. It is already 

available for used and its saves time. The study is also 

depended on secondary data to little extent, which is 

collected through internal sauce. 

 

Sources of secondary Data 

Secondary data is used such as websites, discussions 

with seniors, obtaining information from senior 

authorities and also make a use of same financial 

reference book. 

 

Limitations 

Every study has its own limitations in terms of 

methodology and available resources for its conduct. 

This study was not an exception and was carried out 

under the following limitation: 

  HHaarrdd  EEnnoouugghh  TToo  FFeettcchh  IInnffoorrmmaattiioonn  

  LLiimmiitteedd  SSccooppee  

  RReessuullttss  MMaayy  BBee  IInnaaccccuurraattee  

https://en.wikipedia.org/wiki/Soft_commodity
https://en.wikipedia.org/wiki/Wheat
https://en.wikipedia.org/wiki/Coffee
https://en.wikipedia.org/wiki/Cocoa_bean
https://en.wikipedia.org/wiki/Futures_contract
https://en.wikipedia.org/wiki/Futures_contract
https://en.wikipedia.org/wiki/Futures_contract
https://en.wikipedia.org/wiki/Spot_price
https://en.wikipedia.org/wiki/Forward_contract
https://en.wikipedia.org/wiki/Futures_contract
https://en.wikipedia.org/wiki/Option_(finance)
https://en.wikipedia.org/w/index.php?title=Geojit_BNP_Paribas_Financial_Services_Ltd.&action=edit&redlink=1
https://en.wikipedia.org/w/index.php?title=Geojit_BNP_Paribas_Financial_Services_Ltd.&action=edit&redlink=1
https://en.wikipedia.org/w/index.php?title=Geojit_BNP_Paribas_Financial_Services_Ltd.&action=edit&redlink=1
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ABSTRACT  

Organized commodity derivatives in India started as 

early as 1875, barely about a decade after they started in 

Chicago. However, many feared that derivatives fuelled 

unnecessary speculation and were detrimental to the 

healthy functioning of the markets for the underlying 

commodities. However with the profits earned in 

commodity market during the decade (2001-02-2011-

12), has forced the policy makers to re-think their 

decision of banning the commodity market in India. 

Since, 2002 the Government of India eased the 

restrictions and in 2006 our commodity market earned 

trade value from the future trading in commodities for 

more than US$ 1 trillion. Although owing to its massive 

size and volatility, it initiates a series of unsettling 

macro-economic effects. The study undertaken below 

has been outlined on the theme of the commodity 

markets functioning in India. The paper has been divided 

into four parts: Overview of the commodity market, 

sector-wise commodity market development, initiatives 

in the form of developmental activities undertaken by 

the Government of India, challenges faced by the 

commodity market and conclusion.  

 

Title: Commodity Trading-Understanding the basics of 

this money making Alternative 

Author: Craing Thomburrow 

Date: June 01,2008 

One of the best designs that you can make when 

expanding your investment portfolio is to put thought 

into commodity trading.Com1.7 modify trading is 

capable of providing asset allocation that is truly ideal, 

and capable of giving you a bit of an extra hedge against 

inflation because you are buying into something that has 

a great amount of global demand. Commodity trading is 

not one of the investment vehicles that people consider 

right away, so there is a decent amount of nervousness 

and apprehension associated with when to invest, where 

to invest. While commodity trading is know for 

providing rather volatile price fluctuations, to high return 

are well worth the effort and the investment in most 

cases. 

 

Commodity trading allows for an investment portfolio to 

be overall improved in terms of return without having a 

negative impact on risk. Are you wondering who will 

best benefit from investing in commodities? If you are 

looking to take advantage of movements of price or are 

willing to make an effort to diversify your portfolio then 

you can and should invest in the commodities market. It 

is important however that small investors and retail 

investors be careful when initially entering into this 

market, because a lack of knowledge and understanding 

of the volatile swings that the market experiences can 

result in a significant loss of wealth. 

 

In order for an investor to be successful in the 

commodity market, savvy investors need to have a thigh 

understanding of the demand cycles that the market goes 

though. These savvy investors must also have a decent 

view on the different types of factors that may have an 

effect. 

 

Once of the ideal avenues for to pursue is to specific, 

select commodities that can be analyzed 

individually,instead of simply speculating about that you 

have no real background information on. While it can be 

enjoyable to speculate on products that are new and 

exciting to you, sometimes this can be a bad decision as 

you will be, making guesses without any real 

information about them. You should be investigation and 

buying into commodities as a way to expand    and 

diversify your portfolio. Commodities are an excellent 

way to turn your portfolio into something more exciting, 

and then money should be your second concern. 

 

Commodity trading is essentially just trading in the 

futures of commodities. Trading commodity derivatives 

would allow you to take a buy or sell position based on 

the performance in the future of commodities like silver, 
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metals gold, crude or agricultural commodities as well 

many exchanges deal in   gains pulses oils, oilseeds, 

spices, Metals and crude .Commodity trading on future 

is actually not much different than regular future trading, 

so you can take long positions or short positions based 

on you believe the future of the commodity will change. 

 

Title: Commodity Trading options-10 Best Buying 

Options For Commodities Trading 

Author: Abhishek Agarwal 

Date: November 06,2008 

Commodities can refer to anything –food stuffs, barrels 

of oil, sacls of nuts, metals, and so on. But when you are 

referring to buying options for commodities trading, it is 

advisable to give priority to those associated with the 

future market. These can be-crude oil and its derivatives, 

coffee, sugar, copper, gold, wheat, etc. 

 

The market for commodities never remains steady; it is 

subject to rise and , based, on  changing demands and 

supplies. You have to indulge in a lot of speculation 

before you can actually think of parting with your 

Monet. If the decision is impulsive, it is an invitation to 

losses; well-thought out, lots of gains. 

 

So how are you going to decide which are the best 

buying options for commodities trading? 

  BBuuyyiinngg  ooppttiioonnss  ffoorr  ccoommmmooddiittiieess  ttrraaddiinngg  iiss  

ccoommmmoonn  ssttaaggeeyypprraaccttiicceess  eevveenn  bbyy  eexxppeerrttss  iinn  tthhee  

aarreennaa,,  ssiinnccee  iitt  hhaass  pprroovveedd  ttoo  bbee  aa  ggeenneerraattoorr  ooff  

hhuuggee  rreevveennuuee..  

  AAggaaiinn  aa  wwoorrdd  ooff  ccaallccuullaattiioonn  hheerree  iiff  yyoouu  hhaavvee  

iinnvveesstteedd  yyoouurr  mmoonneeyy  iinn  tthhee  hhooppee  ooff  ggeettttiinngg  

iinnssttaanntt  rreessuullttss,,  tthheenn  iitt  wwoouulldd  bbee  aaddvviissaabbllee  nnoott  ttoo  

ggoo    iinn  ffoorr  bbuuyyiinngg  ooppttiioonnss  ffoorr  ccoommmmooddiittiieess  

ttrraaddiinngg..  TThhee  vvaalluuee  ooff  tthheessee  ooppttiioonnss  eexxppiirreess  oovveerr  

aa  ppeerriioodd  ooff  ttiimmee..  AAnndd  iiff  hhaavvee  cchhoosseenn  tthhee  mmoosstt  

eexxppeennssiivvee  oonneess,,  yyoouu  mmaayy  ffiinndd  yyoouurrsseellff  oonn  tthhee  

lloosseerrss  ssiiddee  iinn  ccaassee  tthhiinnggss  ddoo  nnoott  ggoo  rriigghhtt..  

  SSoo  tthhaatt  wwiitthh  lleessss  eexxppeennssiivvee  ooppttiioonnss  aanndd  iinn  ssmmaallll  

wwaayy..  IItt  iiss  eeaassiieerr  ttoo  ttaakkee  rriisskkss  iiff  tthhee  aammoouunntt  yyoouu  

mmaayy  lloossee  iinn  tthhee  ffaaccee  ooff  pprroobbaabbllee  lloosssseess,,  iiss..  

SSmmaallll..WWiitthh  mmoorree  eexxppeerriieennccee  aanndd  ccoonnssttaanntt  

pprraaccttiiccee,,  iitt    wwiillll  bbeeccoommee  eeaassyy  ttoo  ppiicckk  uupp  wwiinnnniinngg  

ssiittuuaattiioonnss  aanndd  ggeett  pprrooff  

 

COMPANY PROFILE 

Karvy Stock Broking Limited 

KARVY is a premier integrated financial services 

provider and ranked among the top five in the country in 

all its business segments. It services over 16 million 

individual investors in various capacities and provides 

investor services to over 300 corporate. 

 

It is a member of all three:-  

  NNaattiioonnaall  SSttoocckk  EExxcchhaannggee  ((NNSSEE))  

  BBoommbbaayy  SSttoocckk  EExxcchhaannggee  ((BBSSEE))  

Karvy utilized its experience and superlative expertise to 

capitalize on its strengths and better its service, innovate 

and provide new ones. It diversified in the process and 

thus evolved as India’s premier integrated financial 

service enterprise. 

 

Karvy has been a customer centric company since its 

inception. It offers a single platform servicing multiple 

financial instruments in its bid to offer complete 

financial solutions to the varying needs of both corporate 

and retail investors, where an extensive range of services 

are provided with great volume-management capability. 

 

KARVY covers the entire spectrum of financial services 

such as Stock broking, Depository Participants, 

Distribution of financial products - mutual funds,bonds, 

fixed deposit, equities, Insurance Broking, Commodities 

Broking, Personal Finance Advisory Services, Merchant 

Banking & Corporate Finance, placement of equity, 

IPOs, among others.  

 

Karvy has a professional management team and ranks 

among the best in technology, operations and research of 

various industrial segments. 

 

DATA ANALYSIS 

5 Days moving average method of gold per 10 grams for 

the month of December 2015 
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Table no 1 

 
Figure no 1 

 

From the above analysis it is observed that the moving 

average curve as increased in the beginning of the month 

and there is an decrease of price at the end of the month. 

On 9
th
 December 2015 the moving average price of 

Rs.25663.6 and it is increased to of 25089 0n 20
th
 

December 2015. 

5 Days moving average method of gold per 10 grams for 

the month of January 2016 

 
Table no 2 

 
Figure no2 
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From the above analysis it is observed that the moving 

average curve as increased in the beginning of the month 

01/01/2016  to end of the month 31/01/2016 the price 

was keeps on fluctuating. 

 

5 Days Moving Average method of gold per 10 grams 

for the month of February 2016 

 
Table no 3 

 
Figure no 3 

Interpretation: 

From the above analysis it is observed that the moving 

average curve as beginning of the month 5th February 

2016 the price of Rs 270148.And upcoming years prices 

was increased. And end of the month 29
th
 February 2016 

price was decreased. 

 

5 Days moving average method of gold per 10 grams for 

the month of March 2016 

 
Table no 4 

 
Figure no 4 
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Interpretation: 

From the above analysis it was observed that the moving 

average curve as decreased in the beginning of the 

month9
th
 march 2016 the moving average price was 

increased Rs2976.6 and end of the month the price ofRs 

28579.6 was decreased. 

 

Calculation of Return For Silver In the Month of January 

2016 

 
Table no 16 

 
Figure no 18 

 

Interpretation: 

By observing the above graph on 5
tt
January 2016 the 

Return was -0.063 it was low and after 5
th
January 2016 

the prices keeps on fluctuating and 0n 31
st
 February the 

Returns has been decreased. 

 

Commodity Risk Calculation 

 
Table no 25 

 
Figure no 19 

 

Interpretation 

By observing the above graph the gold and silver price 

was increased in the month of February to comparing the 

February and March months. 
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Findings 

From the data analysis and interpretations of the three 

months of commodity trading with reference to gold and 

silver the following findings have given. 

  GGoolldd  pprriiccee  mmoovviinngg  aavveerraaggee  ccoommppaarree  ttoo  aallll  tthhee  

ssiixx  mmoonntthhss  iinn  ddaayy  ttoo  ddaayy  pprriicceess  wwaass  iinnccrreeaasseedd  oorr  

ddeeccrreeaasseedd  

  SSiillvveerr  pprriiccee  mmoovviinngg  aavveerraaggee  ccoommppaarree  ttoo  aallll  tthhee  

ssiixx  mmoonntthhss  iinn  ddaayy  ttoo  ddaayy  pprriicceess  wwaass  iinnccrreeaasseedd  oorr  

ddeeccrreeaasseedd  

  GGoolldd  pprriiccee  rreettuurrnn  iinn  tthhee  mmoonntthh  ooff  mmaarrcchh  pprriiccee  

wwaass  ddrraassttiiccaallllyy  ddeeccrreeaasseedd  wwhheenn  ccoommppaarree  ttoo  

JJaannuuaarryy    

  SSiillvveerr  pprriiccee  rreettuurrnn  iinn  tthhee  mmoonntthh  ooff  FFeebbrruuaarryy  

pprriiccee  wwaass  iinnccrreeaasseedd  rreettuurrnnss  wwhheenn  ccoommppaarree  ttoo  

FFeebbrruuaarryy  aanndd  mmaarrcchh  

  GGoolldd  aanndd  ssiillvveerr  rriisskk    pprriiccee  iinnccrreeaasseedd  iinn  tthhee  

mmoonntthh  ooff  FFeebbrruuaarryy  wwhheenn  ccoommppaarree  ttoo  JJaannuuaarryy  

aanndd  mmaarrcchh  

 

Suggestion: 

  IInn  ffoorrwwaarrdd  mmaarrkkeett  sshhoouulldd  hhaavvee  ttoo  ttaakkee  ssoommee  

sstteeppss  ttoo  iinnccrreeaassee  tthhee  aawwaarreenneessss  ooff  ffuuttuurree  

ccoommmmooddiittyy  ttrraaddiinngg  iinn  IInnddiiaa  

  AAllll  tthhee  ffaaccttoorrss  eeffffeeccttiinngg  pprriicceess  sshhoouulldd  bbee  ttaakkeenn  

iinnttoo  ccoonnssiiddeerriinngg  bbeeffoorree  ttrraaddiinngg  

  SSttuuddyy  hhiissttoorriiccaall  aanndd  sseeaassoonnaall  pprriiccee  mmoovveemmeennttss  

ooff  tthhee  ccoommmmooddiittyy  tthhaatt  yyoouu  wwiisshh  ttoo  ddeeaall  ffuuttuurree  

mmaarrkkeett  

  CCoommmmooddiittyy  iiss  hhiigghhllyy  vvoollaattiillee  mmaarrkkeett,,  iitt  iiss  

iimmppoorrttaanntt  ffoorr  iinnvveessttoorrss  aanndd  ttrraaddeerrss  ttoo  kkeeeepp  ttrraacckk  

ooff  mmaarrkkeett  

  JJaannuuaarryy  aanndd  FFeebbrruuaarryy  tthhee  rriisskk  pprriicceess  wwaass  llooww  ssoo  

ii  ccaann  ssuuggggeesstteedd  tthhaatt  iitt  ccaann  iimmpprroovvee  ffuuttuurree  pprriicceess  

  OOvveerraallll  aallll  ccoommmmooddiittyy  iiss  hhiigghhllyy  vvoollaattiillee  mmaarrkkeett,,  

iitt  iiss  iimmppoorrttaanntt  ffoorr  iinnvveessttoorrss  aanndd  ttrraaddeerrss  ttoo  kkeeeepp  

ttrraacckk  ooff    mmaarrkkeett  

 

Conclusion: 

India is one of the top producers of a large number of 

commodities and also has a long history of trading in 

commodity and related derivatives. Interestingly this 

have happen only after the govt protection was removed 

from the number of commodity and market forces were 

allowed to play their role. The investor should be in a 

position to choose the best commodity to trade with, and 

also dealing with the right company. While selecting 

such commodity, investor should also consider his 

objective, his risk taking ability and the period of 

investment. There is a scope for better and huge profits 

especially in commodity market for investors. If a right 

commodity is selected at right time it will give better 

returns to the investors. 
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