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introduction
Commodity market is a market where raw or primary prod-
ucts are exchanged. The commodities are traded through 
on regulated exchanges, in which they are bought and 
sold in standardized contract. The commodity trading 
practice has been introduced in 18th century that trading 
mechanism was unformulated during that decade. In 1871 
Chicago Board of Trade (CBT) was used futures contracts 
mechanism for trading commodities and after that all trad-
ing procedure has formulated by CBT and the mechanism 
encompass to improve the trade components such as 
contract period, clearing and settlement procedures and 
so on.  In the global contest of trade, the 
commodity markets practices were spread over to all the 
country in the world. The futures markets mechanism was 
introduced in India started by Bombay cotton trade asso-
ciation in 1875. Primarily the market functions were ma-
terialised and the most of trading process were done by 
the manual works. In 1994 the kapra committee had been 
recommended to Forward Market Commission (FMC) to 
create the electronic trading platform in India based on 
that online commodity trading operations has been begins 
on 2002-03 in India. The exchanges are regulated by the 
Forward Market Commission. The commodity market has 
been segmented into two types as forwards, and futures 
only. Options contracts are not enforced in agricultural 
commodities in the market. The exchanges are offering 
online trading system to the investors. The online systems 
provide the transparency process of market participants. 
Then agricultural commodities trading have also been in-
cluded in the existing market system. 

Agricultural commodities in mcx
There are four national exchanges and 21 regional ex-
changes functioning in India. They have both agricultural 
and non-agricultural segments. The listed agricultural seg-
ment commodities are such as crude palm oil, soya bean, 
refined soya oil, castor seed, maize, cotton, cardamom, co-
riander, jeera, chana and so on. These are all the top most 
trading commodities in the MCX agriculture segment. 

TRADING MECHANISM OF THE MARKET
It covers the exchange trading mechanism like trading 
hours, trading parameters, types of orders, clearing and 
settlement and delivery procedure.

Trading Day and Hours    
The MCX operate on all days except Sundays and Ex-
change specified holidays. The Exchange notifies a list of 
holidays for each calendar year in advance. Trading of ag-
riculture commodities are done between 10:00 a.m. and 
5:00 p.m. and other than agriculture commodity are dealt 
between 10:00 a.m. and 11:30 p.m. from Monday to Fri-
day. On Saturday all commodities are traded between 
10:00 a.m. and 2:00 p.m.

TRADING PARAMETERS    
Base Price 
The exchanges fix the “Base Price” of contract available 
for trading on the system, which is a notional price based 
on the spot market price of that commodity on the pre-
vious day. However, this is done only on the first day of 
commencement of trading in a contract. For all subse-
quent days, the base price is taken as the official closing 
price is taken as the contract during the previous trading 
day. 

Spot Price    
The price of the asset traded in the spot market. 

Futures Price
The price of the commodity, which has traded in the fu-
tures market.       

Closing Price
The closing price of every contract has been calculated on 
the system basis, at the end of trading period. It is equal 
to weighted average price of all trades done during the 
day.

Contract Cycle and Expiry Date
The futures trade is going on contract based on all the 
commodities are traded in different contract cycle. This 
process is also known as trading cycle. The expiry date of 
each commodity futures contract is mentioned in the con-
tract specification of the particular futures contract. If the 
particular commodity expiry date comes on a holiday, the 
contract will be expiry on preceding day. 

Market Price order
The order is placed where no specific price is mentioned 
at the time of entering into the trade. For such orders 
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price has been determined by the system. 

Market on Open order
The order will be executed on the market opening price 
range. This trade is used to enter a new trade, or close the 
open position.

Market on Close order
The order will be executed in the market closing time. The 
price will be within the closing range of trade. It should be 
substantially different from the settlement price. This trade 
is also used to enter a new trade, or close the open posi-
tion.           

Spread Order
A spread order involves two positions, such as long and 
short. They are taken in the same commodity with differ-
ent contracts. The two futures contract prices are go up 
and down together, and gains on one side of the spread 

and losses on the other side. The spreaders goal is to port 
from a change in the difference between the two futures 
prices.  

DELIVERY PROCEDURE
Delivery Period
Every futures contract has delivery period from the expiry 
month of the contract. The delivery period may be begin-
ning of the month, mid of the month or end of the month, 
it depends upon the commodity. The exchange will have 
the rights to fix and postpone the delivery period.

Compulsory Delivery
The buyers and sellers hold the position of the commodity 
after the tender period; they are liable for compulsory de-
livery. In compulsory delivery both buyers and sellers have 
open position upon the expiry of the contract, they are 
obligated to take or give delivery of the commodity. 

Table: 1
Agricultural commodities trading volume Source:http//:www.mcx.com/historticaldata (Figures in brackets indicate per-
centage to total)

 

Table 1 describes that the performance of the agricultural 
commodities in MCX. Oil and oil seeds trade performance 
has attained continuous growth in the commodity market. 
Oil seeds highly demanded in India during the period of 
2011- 2014 hence it has been reflected in commodity spot 
market trade.  Crude palm oil has been highly demanded 
in the market hence the turnover of futures trading consist-

ently increased from 37 per cent to 55 percent during the 
period 2011-14.

The oil, oil seed and species commodities contributed the 
maximum influence on the market trade and the agricultur-
al commodity market growth depends on that commodi-
ties of Oil and oil seeds and its total contribution respec-
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tively menthe oil (42.87) per cent, crude palm oil (27.49), 
refined soya oil (15.36), Overall market contribution of the 
Oil segment is 85.72 per cent in the total trade of agricul-
tural commodities.

The growth rate of agricultural commodities has been consist-
ently increased during the period of 2009- 2012. The range 
of agricultural commodities trade performance has been at-
tained the highest growth of rate of trade history from 10.29 
per cent to 103.14 percent .which has constant improvement. 
After that the trade performance has been continuously de-
creasing trend from 2013 onwards. The declining level is neg-
atively deviated from the past performance and its shows that 
the market has turn downward trend.

The mean value of mentheoil, CPO, and refined soya 
oil contributes significantly Rs. 3906283.56 lakhs, Rs. 
2504261.89 lakhs, Rs.1398994.43 lakhs compare with 
castoer seed, cottonseed and maize mean value of  Rs. 
4772.96 lakhs, Rs. 3420.06 lakhs, and Rs. 2806.96 lakhs. 
The standard deviation of  maize, castor seed and cotton 
seed trading volume was 5874.15, 9164.13 and 9382.14 
respectively.

Co –variance results shows the gradual performance of the 
commodities trading volume during the years. The gradual 
growth has attained by oil commodities such as menthe 
oil, kapas, cardamom, crude palm oil. Chana and carda-
mom has provided the better contribution to the market 
trade hence that the entire market trade has belong these 
commodities and it has ranked as Menthe oil, Crude pail 
oil, refined soya oil and cardamom.  It shows the investors 
are preferred to invest on these commodities as well.

Conclusion 
The MCX have started its operations since 2003. It offers 
the different commodities like precious, non precious, ag-
ricultural and energy. This study focused the performance 
of agricultural commodity in MCX. The researcher has dis-
cussed about the agricultural commodity market and trad-
ing mechanism, like price terminology, types of orders, 
clearing and settlement and delivery procedure.
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