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Welcome to Our World – The Growing Ethanol Futures Industry at CBOT

By Brenda Tucker


If you are a producer, refiner, blender, or marketer, you already how the introduction of Ethanol futures at The CBOT has benefited the market. So, in this, my first regular column, I’m going to let you know how we developed our contract; give you some core information about the contract;  let you in on some benefits you may not have considered; and welcome you to the world of side-by-side trading. 


The CBOT launched its first Ethanol futures contract in April of 2005, largely at the urging of Ethanol producers. We developed the contract using input from Ethanol producers, refiners, consumers, and traders – links is the U.S. Ethanol Value Chain with a stake in the outcome.  Our goal was to design an effective medium for both price discovery and price volatility management in the domestic Ethanol market. It must be working because the contract is now being used as an Ethanol industry benchmark.

The result of all this research is a reliable hedging instrument for domestically produced Ethanol. 

As you probably know, before we brought the contract to market, the Ethanol industry was relatively small, but definitely growing. Some would say it was too risky. When we first introduced the contract, some customers thought that was risky as well.
Now that the contract volume is growing steadily there is more liquidity and less risk.

To further reduce the risk, we introduced two market makers into the contract.  These market makers are obligated to provide tight bid-offer spreads, resulting in a deeper, more efficient trading-environment.


The CBOT Ethanol futures contract is for Renewable Denatured, ASTM-certified Fuel Ethanol that meets California sulfur standards. One contract unit is equal to 29,000 gallons (about one railcar).  

The minimum tick is one-tenth of a cent ($0.001) per gallon ($29 per contract).  The maximum daily price limit is 15 cents per gallon ($4,350 per contract).  Position limits are 200 contracts net in spot month; 1,000 contracts net in any month; and 1,000 contracts net in all months combined.  The contract is settled via physical delivery, with Chicago being the default location.  Other delivery locations can be accommodated.

Now that you know a little bit about the logic that went into building the contract and the specifications of the contract itself, I think this is a good place to explain the benefits of our new electronic contract and the enormous impact we expect it will have on Ethanol futures.

On May 31, in response to customer demand, we listed our Ethanol futures contract electronically, with the symbol ZE. This means that, for the first time, our customers can trade side-by side with the open auction from 9:30 a.m. – 1:15 p.m. (CST).  It also opened up an additional 6:30 p.m. – 6:00 a.m. (CST) time slot for electronic Ethanol futures trading.  

We’ve had some time to measure the results and are very encouraged.  


Our electronic trading platform allows traders to build or purchase trades to suit their needs, in addition to making the market more efficient, transparent, and dynamic.


One of the cutting-edge tools we’ve developed for electronic traders is a live quote book.  The book provides a comprehensive view of buy/sell orders, including bid, bid size, ask, and ask size (up to 10 levels) for each CBOT Ethanol contract month. The information that used to take traders hours to find is now available in an instant.

Our electronic trading platform (e-cbot) allows traders to view and manipulate over 30 different spread strategies and flexible matching algorithms.  


It’s an remarkable tool that, we think, is largely responsible for the increased Ethanol activity.

Electronic traders can also view an Electronic Market Maker that posts a continuous two-sided market; take advantage of instant trade matching and straight-through-processing; see real-time price and quantity of all resting orders in the e-cbot order book; and tap into the liquidity provided by e-cbot’s worldwide distribution network, which includes over 25,000 ISV screens and more than 140,000 quote vender terminals.

They can also use the synergy created by simultaneous trading on two platforms 

to capitalize on current strategies and create new opportunities. Positions opened in open auction can be offset on the electronic trading platform and vise-versa.  


We all know that Ethanol is the wave of the future and now you know why electronic trading and its many capabilities are the wave of the trading future as well.


Be sure to look for this column and more cutting-edge trading information next quarter. In the meantime, let’s stay in touch. Please email thoughts and suggestions to me at: BTucker1@CBOT.com.

For more information on Ethanol futures, visit our website at www.cbot.com. Market users can access live, real-time electronic bids and offers for the most active trading contract months free-of-charge at: www.cbot.com/Ethanol.
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