
From the bustling bazaars of antiquity to the
sophisticated electronic trading of today, the
history of the commodity market in India is a
compelling narrative of evolution, regulation,
and resurgence. It’s a story that mirrors the
country’s  economic trajectory, reflecting its
agrarian roots, colonial past, socialist
inclinations, and its eventual embrace of a
market-oriented economy.
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A Journey Through Time: The
Rich History of India’s Commodity
Market

Ancient and Medieval Roots: A
Tradition of Trade

India’s tryst with commodity trading is as old
as its civilization. The Indus Valley Civilization
(c.3300–1300 BCE) had well-established
trade links with Mesopotamia, with
agricultural and artisanal products forming
the bedrock of this exchange.  The Mauryan
Empire (322–185 BCE) saw a more organized
approach with the state playing a significant
role in regulating trade and collecting taxes
on various commodities.
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During the medieval period, India was a
global hub for the trade of spices, textiles,
and precious stones.  bustling port cities and
extensive inland trade routes facilitated a
vibrant marketplace where commodities
were exchanged, often through a
sophisticated barter system and later
through the use of metallic currency.

3

The Colonial Era: The Dawn of
Organized Exchanges

The British colonial rule marked a significant
turning point in the history of India’s
commodity market.  The focus shifted to the
systematic exploitation of Indian resources to
fuel the industrial revolution in Britain. This
era, however, also laid the groundwork for a
more structured and organized market. 

4

5

The watershed moment arrived in 1875 with
the establishment of the Bombay Cotton
Trade Association, the first organized
commodity exchange in India.  This was
primarily to cater to the burgeoning textile
industry in Manchester. This was soon
followed by the establishment of other
exchanges for commodities like oilseeds,
jute, and foodgrains across the country.
These exchanges introduced standardized
contracts and a semblance of regulatory
oversight, though largely serving colonial
interests. 
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7

Post-Independence: An Era of
Regulation and Restriction

Following independence in 1947, India
embarked on a path of planned economic
development with a socialist bent. The
government’s focus was on self-sufficiency
and controlling inflation, which led to a highly
regulated commodity market.

A key legislation during this period was the
Forward Contracts (Regulation) Act of 1952. 
This act aimed to curb speculation and
stabilize prices. In 1953, the Forward Markets
Commission (FMC) was established as the
chief regulator for the commodity futures
market. 
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However, the subsequent decades witnessed
a gradual decline in the commodity futures
market. In the 1960s and 70s, facing food
shortages and price volatility, the
government banned futures trading in a wide
range of commodities, effectively stifling the
market. For a long period, the commodity
market remained largely dormant, with only
a few commodities being traded on regional
exchanges. 10
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The New Millennium:
Liberalization and a Market
Reborn

The Era of Unified Regulation:
The SEBI Takeover

The economic liberalization initiated in the
early 1990s set the stage for a dramatic
revival of the Indian commodity market. 
Recognizing the importance of a vibrant
derivatives market for price discovery and
risk management, the government began to
roll back the restrictive policies of the past.

11

The early 2000s witnessed a flurry of reforms
that reshaped the landscape of commodity
trading in India.  This “golden era” was
marked by several key developments:

12

Establishment of National Multi-
Commodity Exchanges: In 2003, two
national-level, screen-based multi-
commodity exchanges, the Multi
Commodity Exchange of India Ltd.
(MCX) and the National Commodity &
Derivatives Exchange Ltd. (NCDEX), were
established.  These exchanges brought
in transparency, efficiency, and a
nationwide reach, attracting wider
participation.

 13

14

Expansion of Tradable Commodities: The
government progressively expanded the
list of commodities allowed for futures
trading to include a wide array of
agricultural products, metals, energy
products, and even financial instruments.
15

Technological Advancements: The
adoption of electronic trading platforms
revolutionized the market, making it more
accessible to a broader range of
participants, including retail investors. 16

A significant milestone in the recent history of
the commodity market was the merger of
the Forward Markets Commission (FMC)
with the Securities and Exchange Board of
India (SEBI) in 2015.  This move was aimed
at strengthening the regulatory framework,
aligning the commodity derivatives market
with the securities market, and fostering
greater investor confidence.

17

Under SEBI’s oversight, the commodity
market has continued to evolve. The
introduction of new products like commodity
options and the efforts to deepen
institutional participation are indicative of the
ongoing efforts to make the Indian
commodity market more robust and
integrated with the global financial system.

Today, the Indian commodity market stands
as a vital component of the country’s
economic architecture, providing a platform
for price discovery, risk management, and
investment for a diverse range of
stakeholders, from farmers and producers to
industrial consumers and financial investors.

Its journey from ancient barter to modern
derivatives is a testament to its resilience
and its enduring importance in the Indian
economic narrative.

18 

Exchanges for the Commodity
Market in India

The Indian commodity market landscape is
dominated by a few key exchanges that
facilitate the trading of a wide variety of
assets, from precious metals and energy to a
vast array of agricultural products.  These
exchanges play a crucial role in the country’s
economy by enabling price discovery and
risk management for various stakeholders.
The entire commodity derivatives market in
India is regulated by the Securities and
Exchange Board of India (SEBI), which took
over this responsibility from the Forward
Markets Commission (FMC) in 2015. 

1

 2

3
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Multi Commodity Exchange of
India Ltd. (MCX) 4

The MCX is India’s largest commodity
derivatives exchange, holding a significant
market share. 5

Headquartered in Mumbai, it commenced
operations in 2003. MCX is the go-to platform
for trading in non-agricultural commodities. 6

The Indian commodity market is standing at
the cusp of a transformative era, driven by a
confluence of regulatory overhauls,
technological disruptions, and a surge in
investor participation. While navigating
global economic uncertainties, the market is
set to witness significant growth, product
innovation, and a deeper integration with the
broader financial ecosystem. The future
points towards a more mature, liquid, and
accessible market for a diverse range of
participants.

Key Commodities Traded:
Base Metals: Copper, Aluminum, Zinc,
Lead, Nickel 8

Energy: Crude Oil, Natural Gas 9

Agri-Commodities: Cotton, Crude Palm
Oil, Mentha Oil, and Black Pepper. 10

National Commodity and
Derivatives Exchange Ltd.
(NCDEX) 11

The NCDEX, also based in Mumbai, is the
leading agricultural commodity exchange in
India.  It was 12

established in 2003 and provides a vital
platform for farmers, traders, and other
participants in the
agricultural value chain to hedge their price
risks. 13

Key Commodities Traded:
Cereals & Pulses: Chana, Maize, Barley 14
Spices: Turmeric, Jeera (Cumin), Dhaniya
(Coriander) 15

Oils & Oilseeds: Soybean, Refined Soya
Oil, Mustard Seed, Castor Seed 16

Other Agri-Commodities: Guar Seed,
Guar Gum, Cottonseed Oilcake, and
Sugar. 17

Indian Commodity Exchange Ltd.
(ICEX)

The ICEX is another national-level
commodity exchange. While it has a
smaller market share compared to MCX and
NCDEX, it has carved a niche for itself in
specific commodity segments.

18 

Key Commodities Traded:
Precious Metals: Gold, Silver 19
Diamonds: ICEX is known for pioneering
the world’s first diamond derivatives
contracts.
Other Commodities: It also offers trading
in some base metals and agricultural
commodities.

National Stock Exchange (NSE)
and Bombay Stock Exchange
(BSE)

While primarily known for equity and
currency derivatives, both the NSE and BSE
have also forayed into the commodity
derivatives segment.  They offer trading in a
select range of commodities, leveraging their
extensive network and existing infrastructure.
Their entry has intensified the competition in
the Indian commodity market.

20

Commodities Traded: They typically offer
trading in popular commodities like Gold,
Silver, and Crude Oil. 21

It’s  important to note that some other
exchanges, like the National Multi-
Commodity Exchange (NMCE), have either
merged with other exchanges or have
ceased operations over the years as the
market has consolidated and evolved under
the unified regulatory framework of SEBI.

The Future of India’s Commodity
Market: Poised for a New Era of
Growth and Sophistication
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Key Trends Shaping the Future

1. Deepening Institutional Participation: A
major thrust from the Securities and
Exchange Board of India (SEBI) is to
encourage greater involvement from
institutional players. The regulator is actively
engaging with the government to permit
banks, insurance companies, and pension
funds to trade in the non-agricultural
commodity derivatives market. This move is
expected to inject significant liquidity,
enhance price discovery, and bring more
stability to the market.

2. The Retail Revolution: The recent past has
witnessed an unprecedented rise in retail
participation in the commodity markets. This
has been fueled by the proliferation of user-
friendly digital trading platforms, increased
financial literacy, and the growing appeal of
commodities as a tool for portfolio
diversification. This trend is expected to
continue, with smaller lot sizes and simpler
know-your-customer (KYC) norms making it
easier for individuals to trade.

3. Technological Transformation: Artificial
intelligence (AI) and machine learning are no
longer buzzwords but are actively being
deployed in the commodity trading
landscape. These technologies are
empowering traders with sophisticated tools
for predictive price forecasting, sentiment
analysis of news flow, and real-time risk
management. The increasing adoption of
algorithmic and high-frequency trading
(HFT) is further enhancing market efficiency
and providing opportunities for capturing
micro-movements in prices.

4. A Wave of Product Innovation: Commodity
exchanges are in a phase of dynamic
product development to cater to the evolving
needs of investors. A notable trend is the
successful redesign of bullion contracts on
the Multi Commodity Exchange (MCX), which
has led to a significant surge in trading
volumes for gold and silver options.
Furthermore, the introduction of index-based
products like the Metldex (metals index) and
Bulldex (bullion index) is anticipated to
attract institutional investors who prefer
cash-settled contracts.

There is also a continuous effort to relaunch
futures contracts for various agricultural
commodities, providing farmers and other
stakeholders with effective hedging
instruments.

Opportunities on the Horizon

The evolving landscape of the Indian
commodity market presents several exciting
opportunities:

Enhanced Hedging Mechanisms: With the
introduction of new and more tailored
products, farmers, producers, and
corporations will have better tools to
manage their price risks effectively.

Greater Portfolio Diversification: For
investors, a more vibrant commodity
market offers a robust avenue for
diversifying their portfolios beyond
traditional equities and bonds, especially
as a hedge against inflation.

Integration with the Broader Financial
Market: The increasing alignment of the
commodity derivatives market with the
securities market under SEBI’s unified
regulation is fostering greater trust and
integration, which is likely to attract a
wider pool of capital.

Emergence of New Asset Classes: While
traditional commodities will continue to
dominate, there is potential for the
introduction of derivatives on new asset
classes in the future, further broadening
the market’s scope.
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Navigating the Challenges Ahead

Despite the promising outlook, the Indian
commodity market will have to navigate
several challenges:

Global Economic Volatility: The market
remains susceptible to global
macroeconomic headwinds, including
fluctuations in interest rates, geopolitical
tensions, and shifts in global demand and
supply dynamics.

Managing Price Volatility: The inherent
volatility of commodity prices, driven by
factors ranging from weather patterns to
geopolitical events, will continue to pose
a risk for traders and investors.

Need for Increased Awareness: Despite
the rise in retail participation, there is still
a need for greater awareness and
education among potential participants
about the intricacies and risks of
commodity trading.

Regulatory Evolution: While SEBI’s
proactive approach is a positive, the
market will need to continuously adapt to
evolving regulatory frameworks and
compliance requirements.

In conclusion, the future of the commodity
market in India is bright, with strong
fundamentals and a clear roadmap for
growth. The concerted efforts of the
regulator, exchanges, and market
participants are paving the way for a more
dynamic, inclusive, and sophisticated market
that will play an increasingly vital role in the
Indian economy.

Commodity Participants
Association of India (CPAI):
Championing the Voice of India’s
Commodity Market Participants

The Commodity Participants Association of
India (CPAI) is a prominent national
organization representing the collective
voice of participants in India’s vibrant
commodity derivatives market.  Established
in 2006, the association plays a pivotal role in
the development, growth, and integration of
the country’s commodity ecosystem.  It acts
as a crucial bridge between market
participants, regulatory bodies, and the
government. 

1

2

3

A Unified Platform for a Diverse
Market:

CPAI’s membership base is extensive and
diverse, encompassing brokers, traders, and
other key players from national commodity
exchanges such as the Multi Commodity
Exchange (MCX), the National Commodity
&amp; Derivatives Exchange (NCDEX), and
others.  This broad representation allows the
association to address the varied concerns
and interests of the entire commodity
trading community.

4

Core Objectives and Key
Functions:
The primary mandate of CPAI is to foster a
robust, transparent, and efficient commodity
derivatives market in India. Its key objectives
include:

5 

Advocacy and Representation: CPAI
actively engages with the Securities and
Exchange Board of India (SEBI), the
Ministry of Finance, and other
governmental bodies to represent the
interests of its members on policy
matters, regulatory frameworks, and
market-related issues. 6

Market Development: The association is
committed to the long-term growth of the
commodity market.  It regularly
organizes seminars, workshops, and
awareness programs to educate
investors, hedgers, and other
stakeholders about the benefits and
intricacies of commodity trading. 

7

8
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Conclusion

Recent Initiatives and
Engagements:

In essence, the Commodity Participants
Association of India serves as a vital
institution in the country’s financial
landscape, tirelessly working to ensure the
sustainable growth and development of the
commodity derivatives market while
safeguarding the interests of its diverse
participants.

CMA Madhuri Kashyap 

Treasurer, Northern India Regional
Council, 

The Institute of Cost Accountants
of India

Promoting Best Practices: CPAI works to
uphold high standards of ethical conduct
and professional integrity among its
members, contributing to a fair and
transparent market environment. 9

Addressing Grievances: It provides a
platform for its members to voice their
concerns and works towards the
resolution of issues they may face in their
day-to-day operations. 10

Facilitating Dialogue: The association
frequently hosts international and
domestic conventions, bringing together
policymakers, industry leaders, and
market participants to deliberate on the
challenges and opportunities in the
commodity sector. 11

CPAI has been at the forefront of several key
discussions and advocacy efforts in the
Indian commodity market. Some of its recent
engagements include:

Advocating for Tax Rationalization: The
association has been a vocal proponent
for the reduction or removal of the
Commodity Transaction Tax (CTT) to
enhance market liquidity and reduce the
cost of trading. 12

Input on Regulatory Changes: CPAI
regularly provides feedback and
suggestions to SEBI on proposed
regulatory changes, such as those related
to trading hours, contract specifications,
and risk management.

Promoting Investor Awareness: In
collaboration with commodity exchanges,
CPAI conducts numerous investor
awareness programs across the country
to educate participants about prudent
trading practices and risk management
strategies.

India’s commodity market boasts a rich and
extensive history, evolving from ancient
barter systems to today’s sophisticated,
technology-driven exchanges like the MCX
and NCDEX. This journey has been marked by
distinct phases: a regulated, and at times
restricted, post-independence era followed
by a significant revival in the new millennium
fueled by economic liberalization and
technological advancements.

The entire ecosystem is now under the
unified and strengthened regulation of SEBI,
which has fostered greater transparency and
investor confidence. The future of the market
looks promising, poised for significant growth
driven by increasing institutional and retail
participation, innovative products like
commodity indices, and the integration of
advanced technologies such as AI and
machine learning.

In this dynamic environment, the Commodity
Participants Association of India (CPAI)
plays a crucial role. It acts as the collective
voice for market participants, advocating for
their interests, promoting best practices, and
facilitating a constructive dialogue with
regulators. The collaborative efforts of the
exchanges, the regulatory oversight of SEBI,
and the advocacy of bodies like CPAI are
collectively steering the Indian commodity
market towards a more mature, liquid, and
globally integrated future, making it an
increasingly vital component of the nation’s
economy.
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