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DME is a Dubai-based commodities exchange 

created to promote trading in the Middle East 
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Shareholder structure 

Including: 

http://www.shell.com/
http://www2.goldmansachs.com/
http://www.vitol.com/index.php


A brief history of crude oil futures contracts 

Reasons for the birth of WTI & Brent 
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End of US price controls in early 1981 allowed markets to trade 

more freely 

Huge price volatility amid multiple diplomatic and military issues 

in the Gulf during the 1970s-80s encouraged oil market 

participants to hedge 

The London and New York banks encouraged hedging and 

participated in trading – oil becomes an asset class 
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As a result … 

Then Asia follows … 

Next 

INE launches 

2007 

DME launches Oman 

2005 

India’s MCX launches WTI 

2002 

Singapore Exchange launches Oman/Dubai 

2001 

Tokyo Commodity Exchange launches Oman/Dubai 

1982 

NYMEX (later CME 

Group) launched WTI 

1986 

IPE (later ICE) launched 

Brent 
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Rise of Asian demand is causing structural 

changes in oil markets 
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 Historical trade patterns are rewired 2 

 Market participation is expanded and 

diversified 
3 

 New pricing models and price 

discovery mechanisms are 

established 

4 

 New price levels are established 1 



Crude oil futures have proved difficult in Asia 

WTI contract very liquid but Brent 

and Middle East Sour have ceased 

trading Middle East Sour failed 

Middle East Sour is seeing 

volumes decline Middle East Sour failed 

Middle East Sour failed WTI is small but surviving, 

Brent has ceased to trade 

TFEX Brent is close to 

ceasing trading 

Both failed and were delisted 

Record Volumes & Open Interest 

15 crude oil contracts were launched in Asia in the past 15 

years:  

Only three of the 15 contracts still trade good size and only DME is 

growing… 

DGCX Brent has failed; 

WTI is very illiquid 
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DME Oman has seen volumes grow consistently 

since launch 
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1 Until April 2014 data 
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Physical deliveries averaged 15 million bbls 

per month in 2014 

Physical delivery volumes (2007 – 2014), ‘000 bbls per month 
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Why did so many other Asian crude oil contracts 

fail? 

INE will have 
similar 

advantages – it 
will be physically 
settled and is an 
original contract, 

not a lookalike 

Many were cash 
settled - making 

them less 
attractive to oil 
companies who 

have or want 
physical exposure  

Many were lookalikes – 
difficult to encourage 
Asian traders to trade 
Brent or WTI on local 

Asian exchanges when 
the liquidity is so much 

better in the original 
contracts 

Energy contracts 
have not typically 

attracted Asian 
retail customers in 
the way that gold 
and equity indices 

have 

DME’s advantage 
was that it offered 
something new – 

physical Oman 
crude delivery 



More Asian oil contracts are still under discussion 

ICE is hoping to make the 

Platts Dubai swaps into a 

genuine screen-traded 

futures contract 

Russia has openly discussed 

making ESPO a benchmark and 

listing crude oil futures on the St 

Petersburg Mercantile Exchange 

(SPIMEX) 

Iraq has suggested it has 
ambitions to be the Asian 

crude oil benchmark South Korea is building huge oil 

storage facilities in Ulsan, which 

it plans to develop as an energy 

trading hub 



The opportunities are clear for INE 
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There is clearly an appetite for a new benchmark for Asian crude oil 

Increased regulation globally is encouraging markets to move towards 

the futures model, particularly for benchmark pricing  

Chinese futures exchanges have established a track record of success 

DME has shown that physical crude delivery is very appealing in Asia 

The DME-INE spread will reflect the economics of importing oil from 

the Gulf to China (freight, insurance, FX etc) which will keep both 
contracts aligned 



Futures traders love to look at spreads 



The next big oil spread trade will be INE vs DME 
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Conclusion 

• Futures are the “gold standard” for commodity pricing 

• Many Exchanges have tried and failed to launch oil futures 

contracts in Asia 

• DME is still small but it is the only growing Asian oil contract 

• INE has a similar design concept to DME and should be 

successful 

• Spread trade will benefit both Exchanges 

• Asia deserves its own pricing benchmarks 



Disclaimer 

The information in this document is being communicated by the Dubai Mercantile Exchange Limited (DME), regulated by the 

Dubai Financial Services Authority (DFSA) and is directed at wholesale customers as defined by the DFSA. The financial 

products to which the document relates will only be made available to wholesale customers who the DME is satisfied meets 

the regulatory criteria to be a client of the DME. 

 

This document has been prepared solely for information purposes and should not form the basis of, or be relied on in 

connection with, any investment decision or any contract or commitment whatsoever with respect to any proposed transaction 

or otherwise.  

 

This document was prepared based solely on information obtained from public sources on or prior to the date hereof. The 

DME has assumed and relied upon, without independent verification, the accuracy and completeness of the information 

reviewed by us for the purposes of this presentation. No representation or warranty, express or implied, is or will be made to 

wholesale customers or its affiliates or to any of their respective officers, employees or agents in relation to the accuracy or 

completeness of the information contained in this document, or any oral information provided in connection therewith and, 

without prejudice to any liability for fraudulent misrepresentation, no responsibility, obligation or liability (whether direct or 

indirect, in contract, tort or otherwise) is or will be accepted by any of them in relation to such information. DME and its 

respective officers, employees or agents expressly disclaim any and all liability which may be based on this document and any 

errors therein or omissions there from. In particular, no representation or warranty, express or implied, is given as to the 

achievement or reasonableness of future projections, management targets, estimates, prospects or returns, if any. 

 

Any views contained herein are based on financial, economic, market and other conditions prevailing as of the date of this 

presentation. 

 

This document does not constitute and should not be considered as any form of financial opinion or recommendation on the 

part of DME or any of its subsidiaries or associated companies. 

 

DME’s listing of any new contracts is subject to approval by DFSA and other relevant regulators as well as the fulfillment of the 

other requirements set out in the DME Rulebook.  Furthermore, all clearing and settlement services to be provided by the New 

York Mercantile Exchange to DME for new contracts is subject to approval by the Commodity Futures Trading Commission.  
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