
Surging shale oil production in Texas and North
Dakota is being felt on trading desks in Chicago,
Houston and New York, where a brisk business in

West Texas Intermediate crude futures is far outpacing
contracts for London-based Brent crude. As the United
States approaches a record 10.04 million barrels of dai-
ly production, trading volumes of so-called “WTI”
futures exceeded volumes of Brent crude in 2017 by
the largest margin in at least seven years.

A decade ago, falling domestic production and a US
ban on exports meant that WTI served mostly as a
proxy for US inventory levels. “There was a time when
the US was disconnected from the global market,” said
Greg Sharenow, portfolio manager at PIMCO, who co-
manages more than $15 billion in commodity assets.
Two changes drove the resurgence of the US bench-
mark. One was the boom in shale production, which
spawned a multitude of small producers that sought to
hedge profits by trading futures contracts. Then two
years ago, the United States ended its 40-year ban on
crude exports, making WTI more useful to global
traders and shippers. US exports averaged 1.1 million
barrels a day through Nov 2017, rising to an average
1.6 million bpd in the final three months. That compares
to just 590,000 bpd in 2016. As US production and
exports grow, global firms that increasingly buy US oil
are offsetting their exposure by trading in US financial
markets. That also gives US shale producers more
opportunity to lock in profits on their own production.

Rival Exchanges, Shifting Profits
The US boom has reignited a competition over oil

trading that began in the 1980s between two of the
world’s biggest exchange operators - Intercontinental
Exchange, and the New York Mercantile Exchange, or
NYMEX, which was acquired by Chicago-based CME
Group in 2008. For ICE and CME, energy represents
the second-biggest source of revenue, trailing only
stocks and interest rate trading, respectively. ICE is
based in Atlanta, but is known for its European con-
tracts after it bought London’s International Petroleum
Exchange and its Brent futures contract in 2001. 

About 310 million US crude futures contracts -
worth about $16 trillion in oil - changed hands on
CME’s New York Mercantile Exchange (NYMEX) in
2017, far more than the about 242 million contracts in
Intercontinental Exchange’s Brent crude futures.

Energy products including WTI brought in $790 mil-
lion in revenue for CME in 2016, the latest annual data
available. Brent crude futures and options alone con-
tributed nearly $300 million to ICE’s revenues in 2016.

Since 2011, trading volumes in WTI futures have
risen by about 135 million contracts, compared to an
increase of about 109 million in Brent, according to
exchange data. CME has said there is a “clear trend”
that the US  benchmark is being used more globally, in
part because of growing production there and relative-
ly stagnant output of the North Sea crude grades that
underpin Brent trading. That makes investors more like-
ly to trade in WTI than Brent, said Owain Johnson,

managing director of energy research and product
development at CME. “You know more about what
WTI will look like in the next five years,” he said.
Jeffrey Sprecher, chief executive at ICE, dismissed the
notion that WTI’s global influence is rising versus
Brent, calling it “a red herring.”

Export Surge Lures Buyers
The increasing liquidity in US oil futures stems part-

ly from the surge in hedging by domestic shale produc-
ers but also from growing overseas interest, which
pushed outstanding contracts to new records in 2017.
Average daily volumes in WTI futures from outside the
US  jumped nearly 40 percent in 2017 over 2016,
according to CME Group data. Foreign participation in
WTI now represents about 30 percent of CME’s aver-
age daily volume.

“The US is reclaiming the title of being arguably the
world’s most relevant crude oil benchmark” because of

rising US exports and production, said Michael Tran,
director of energy strategy at RBC Capital Markets in
New York. Purchasers worldwide say the US contract
may have to change, however, to reflect the price at
export hubs such as Houston. Currently, WTI contracts
are tied to oil deliverable at the landlocked storage hub
in Cushing, Oklahoma. More supply is coming to Gulf
Coast ports from Texas, where production is now near
4 million barrels a day. “We need a new benchmark for
pricing American crude oil for export to Asia and other
areas,” said Chen Bo, president of Chinese state oil
trader Unipec, at an industry event in Houston in
November. Unipec is the trading arm of refiner Sinopec
and the largest buyer of US oil in Asia; Chinese firms
bought an average of 220,000 barrels a day of US
crude last year. Sources with two major trading firms
said CME has approached them to gauge demand for a
benchmark futures contract that would have Houston as
its delivery point.

In December 2017, the NYMEX introduced a new
contract aimed at the growing market of Asian buyers
importing US crude, such as China, the second biggest
importer in 2017. The contract prices the spread
between WTI and Middle-East benchmark Dubai. The
contract allows Asian refiners to better evaluate the
economics of US crude compared to oil elsewhere,
Chen said.

The dominance of Europe’s Brent and America’s
WTI crude futures comes despite Asia’s growing share
of global oil consumption, up from 27 percent in 2000
to almost 40 percent today. Europe’s and North
America’s share of demand has declined. A key reason
for the Middle East’s and Asia’s failure to create an oil
futures benchmark is that financial commodity trading
is not well established in either region.

Middle Eastern producers are largely state-owned,
and while the Dubai Mercantile Exchange (DME) was
set up in 2007 to establish a new benchmark, it has so
far not managed to attract enough liquidity to domi-
nate the region. In China, a long-delayed futures con-
tract is expected to be launched by Shanghai’s INE
exchange this year, with the stated goal of becoming
Asia’s benchmark. But wrangling over details has
undermined INE’s credibility, analysts say. That’s left
the United States, with its established commodity
markets, operating as “the Wal-Mart of the oil mar-
ket,” Tran said. —Reuters 
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WASHINGTON WATCH

Recognizing Black 
contributions and 
atoning for our past
By Dr James J Zogby 

This is Black History Month, an important time
to reflect on the contributions African
Americans have made to the history of the

United States of America. It is important because, as
we have discovered, in too many instances these con-
tributions have been either deliberately ignored or
are just not known or recognized. More than that,
however, this month should provide also us with an
opportunity to learn more about the shameful legacy
of white America’s treatment black Americans. By
this, I mean, not just the major crimes - slavery, mass
lynchings, Jim Crow, and segregation - that have
defined our history. I also mean the countless lesser
known but still devastating “little crimes” that have
been inflicted on the black community.

I recently became aware of one of these crimes. It
took place a century ago, literally, in my own back-
yard. For the past four decades, I have lived in
Northwest Washington. When we bought our home,
we noted that in the deed’s historical record there
was a “covenant” stipulating that the property could
not be sold to “colored people”. That covenant had
been overturned in the 1960s by national civil rights
legislation, but it remained in the deed as an uncom-
fortable reminder of my city’s racist history.

What I didn’t know then, and only discovered
this month, was that Washington’s past was marked
by other troubling instances of racism. A neighbor
sent me a copy of a fascinating piece of academic
research entitled “Free Black People of Washington
County”. It tells the story of the forced evacuation
and destruction of two settlements of hundreds of
free black families that had lived just blocks from
my home.

These settlements had been founded in the mid-
19th century by the descendants of former slaves who
had been residents of Washington for generations.
They had built businesses, started schools for their
children, and, during the civil war, many had served,
with distinction, in the Union Army defending the
Capital from the Confederacy. Back then, the areas
where these settlements had been established were
somewhat rural and so, in isolation from white
Washington, these black American families prospered.
All of that was to change in the early 20th century.

With the advent of the streetcar, and the extension
of telephone and electricity services, this once “far
reaches” of Washington became more accessible and,
therefore, more attractive to whites wanting to move
out of the crowded downtown area of the Capital
city. During the first two decades of the 20th century,
the areas surrounding the black settlements were
developed into white-only subdivisions that included
the “whites-only” provision I had found in my deed.

Fateful Decision
As more white families moved into the area they

demanded that schools be built for their children. A
combination of this need and the discomfort that
many whites felt at their proximity to the black settle-
ments, led the District of Columbia to take a fateful
decision. In 1928, the government used “eminent
domain” and authorized the “purchase” of the black-
owned properties in both of the black settlements
and the eviction of the African American community
from these areas of Northwest Washington. In the
place where these black settlements had existed, the
city built two all-white schools and parks for the chil-
dren of new residents of the area.

As profoundly disturbing as this history is, even
more troubling is that it is largely unknown. One of
my children went to Lafayette School, and one of
my grandchildren is currently enrolled at Alice Deal
School - both of which were built on the ruins of
those once-vibrant black communities. Not only
have they been erased, but our memory of them
has, as well. As the author of the article I read not-
ed, a 1938 Washington Post article included this
sentence: “Lafayette School which stands on the
site of once barren ground is the hub of a thriving
community life.”  

So America needs Black History Month, not only
to teach us about African American scientists, inven-
tors, political leaders, and scholars who have made
significant, though all too often unacknowledged,
contributions to our collective history. We also need it
to remind us of our forgotten crimes, born of our
nation’s original sins of slavery and racism and the
price African Americans have paid for our behavior.
We cannot, as a nation, atone for our past when we
remain unaware of the horrible crimes that defined it.

DISCLAIMER: The views and opinions expressed
in this article are those of the author and do not nec-
essarily reflect the position of the Arab American
Institute. The Arab American Institute is a non-profit,
nonpartisan national leadership organization that
does not endorse candidates.

NOTE: Dr James J Zogby is the President of the
Arab American Institute

Texas shale challenges North Sea crude

Is Super Bowl really 
the US’ biggest sex 
trafficking magnet? 

With a million party-minded football fans
flocking to Minneapolis today’s Super
Bowl - dubbed the biggest trafficking

event in the United States - dozens of agencies are
gearing up to bust criminal networks and rescue vic-
tims. Minneapolis police says it is working with 23
law enforcement agencies, patrolling the web to tar-
get people buying sex online and monitoring hotels
for sex trafficking.

While the anti-slavery group Polaris will be
staffing up its anti-trafficking hotline, its chief execu-
tive Bradley Myles cautioned against painting the
country’s largest sporting event as a sex trafficking
magnet. “All this is, is a one-day snapshot into what
otherwise is a 365-day problem,” he told the
Thomson Reuters Foundation. “The same traffickers
that are committing trafficking ...  during the Super
Bowl, they’re going to wake up in the morning on
Monday and do the same thing.”

Big sporting events, from the World Cup to the
Olympics, regularly trigger a panic over an influx of
sex-trade workers, with many being victims of
human trafficking. Arrests of pimps running under-
age sex rings are reported at the National Football
League’s championship game almost every year,
with girls being trafficking from as far away as

Hawaii to hook up with clients via the Internet, hotels
and strip clubs.

Some 1.5 million people in the United States are
victims of trafficking, mostly for sexual exploitation.
The majority are children, according to a US Senate
report published last year. US police arrested about
750 people in nationwide sex-trafficking sting oper-
ations ahead of last year’s Super Bowl, the largest
sweep since operations began 13 years earlier.

Online Ads
Although the attorney general of Texas dubbed

the Super Bowl the “single largest human trafficking
incident” in the United States in 2011, this is largely
a myth, academics and anti-trafficking campaigners
said. The commercial sex market grows modestly
during Super Bowls, but also during other large
events, from the Las Vegas consumer electronics
show to Memorial Day weekend, said Lauren
Martin, a trafficking expert at the University of
Minnesota.

After reviewing 55 academic papers and more
than 100 media stories about prostitution and the
Super Bowl, Martin says research points to a likely
spike in sex trafficking because 5 to 20 percent of
sex workers are trafficking victims. “But after the
event is over, the levels of activity in the commercial
sex market will go back to what they were,” she
said, adding more research is needed as it is a rela-
tively new field. 

Artur Dubrawski found online escort ads prolifer-
ated when US cities hosted large public events in
his regularly-cited 2016 study, but recognizes some
have criticized his approach. “Certain researchers

question the validity of using web advertisement” to
size up a city’s commercial sex market, the Carnegie
Mellon University computer scientist said.

Media Hype
The Global Alliance Against Traffic in Women

(GAATW) is among the most vocal critics of those
who link the Super Bowl with a spike in trafficking,
dismissing it as “manufactured media hype” that
seeks to raise funds and attract attention. This is
damaging, says the coalition of nonprofits, which
campaigns for the rights of sex workers, migrants
and domestic workers, as well as trafficking sur-
vivors. “What is the cost of such rumors?” asked
Annalee Lepp, an expert in human trafficking at
Canada’s University of Victoria and GAATW board
member. “There are really harmful effects ... on the
very people that everybody is so concerned about.”

GAATW says the “moral panic” over sex traffick-
ing at sporting events wastes resources that are
needed elsewhere and increases criminal penalties
against sex workers who are displaced in city ‘clean
up’ efforts. Campaigners are hopeful that officials
are starting to recognize trafficking as a complex,
long-term problem. “We know sex trafficking
occurs, it occurs every day,” the City Attorney of
Minneapolis, Susan Segal, said at a public briefing
of lawmakers about the sporting mega event in
January. “It’s going to occur well after the Super
Bowl has come and gone.” This impressed Michelle
Guelbart of campaign group ECPAT-USA, who
helps businesses stop child sex trafficking. “The
conversation is moving in the direction that we want
it to,” she said. —Reuters
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