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The third quarter is typically CME Group’s slowest quarter of the year, as traders go on vacation in July 
and August.  This past third quarter was the opposite:  CME recorded its highest revenue of 2019 so far, 
up 41% from last year.  Some highlights include average daily volume of contracts up 30%, international 
trading volume up 40%, record volume in its metals products, and monthly record volume in its relatively 
new SOFR (overnight lending rate) contract.  These metrics show progress in 2 of CME’s major goals:  
growing its international base and growing its number of successful futures products.   
 
Given the Federal Reserve’s decision to reverse its policy and cut interest rates, over the past few months, 
a lot of Wall Street analysts’ questions this quarter focused on how a lower interest rate environment 
might hurt CME.  (Interest rate products are just about half of CME’s revenues, and a long-lasting 
“impression” in the market has been that the world’s speculators and traders aren’t very interested in 
using those products when interest rates are low.)  CEO Terry Duffy responded with, “We are in the 
business of helping people manage risk throughout many different rate scenarios.  Despite the near-zero 
interest rates since 2012, we’ve grown volume in our interest rate products every year.  We’ve been 
preparing for the last 10 years to remain profitable in any market condition, even zero interest rate 
scenarios.”   
 

 
 



 
This graph shows volume and “open interest” for SOFR futures, which is the overnight lending rate 
between banks.  Shortly after the Fed announced its second interest rate decrease in 2019, the overnight 
lending rate spiked from 2% to 10% on the night of September 16th.  You can see how CME benefitted 
from this anomaly on September 17th, as traders hurried to manage risk.  What matters to CME isn’t how 
low interest rates go, it’s the fact that anomalies like the September 16th spike continue to be possible, 
leading market participants to hedge their risk regardless of rates.   
 
The September 16th overnight lending rate spike wasn’t the only strange event to happen this quarter.  
The attack on Saudi Aramco’s oil production facilities caused record daily volume highs for 6 of its oil 
contract products.  The European Central Bank’s own rate cut decision caused record highs in CME’s Euro 
foreign exchange market.  At Outlook we often talk about how the market is dominated by daily traders, 
who impact stocks’ prices daily given any single piece of news, no matter if it actually affects the company 
long term.  With CME, it is nice to own a company which profits from these traders’ actions.  This past 
quarter was excellent for CME, and it confirmed the effectiveness of everything the company has been 
doing for the past 10 or more years to broaden its base of customers and the futures products those 
customers want to use. 


