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Editor:  David Ross 

 

ACTUALITY AT CANARY WHARF 

 

NORTHAM: This week, File on 4 goes inside the complex and 

lucrative oil market.  The analysts working here in Canary Wharf monitor trading activity and 

calculate the daily closing prices of oil. The decisions they make determine what we’ll pay at 

the pumps.  But when even a small change in the price per barrel can make a speculative 

fortune, are these analysts and all of us being manipulated by some of those doing the trading?  

One former insider tells us he’s seen it at first hand. 

 

TOM: It was very clear from the tone of the discussions that 

were taking place and the nervousness of the traders that they were fully aware that what they 

were doing was clearly breaking the rules.  And I remember an advance of a few days before, 

them actually asking me to say a special prayer for the price of Brent on that day and how it 

was going to fix. 

 

NORTHAM: A raid last month by the European Commission targeted 

some major oil companies over suspicions of collusion to rig prices in world markets for petrol 

and diesel.  But here in the UK, the Office of Fair Trading, after a short and much criticised 

review, said it had received no evidence of a problem.  Many MPs remain unconvinced.  And 

so does the MEP leading European efforts to tighten market abuse legislation. 
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MCCARTHY: They walked away from investigating an issue that’s 

fundamental to consumers.  I think when you see the anger of some of our consumers out there 

in terms of what they’re having to pay, I think it was their responsibility to continue to 

investigate this and to get to the bottom of it, and they chose to walk away from it.   

 

SIGNATURE TUNE 

 

ACTUALITY AT FILLING STATION 

 

NORTHAM: Nobody likes paying high fuel prices and each time we 

fill up we make a quick decision - where’s the cheapest filling station and is it near enough to 

make it worth the journey?   

 

WOMAN: It’s very high.  There’s no sort of real reason why they 

should be as high.  It’s just a ploy to get more money out of us all.  I think it’s absolutely 

disgusting.  I’ve got children, it’s difficult for them to get to work and back again, it just has a 

big impact on your life. 

 

MAN: Well, you’re very much a captive audience.  You haven’t 

really got much of an alternative, particularly if, like myself, you live in a semirural area in 

Cheshire, that’s really your only reliable form of transport, so you just have to pay it.  It just 

reduces your disposable income, doesn’t it? 

 

MAN 2: They’re too high and they need to be brought down.  The 

prices in the world market are not as high as they’re put in the local market, so we need to slow 

down the prices really. 

 

NORTHAM: But it’s not only the nation’s drivers who get hit by high 

prices for petrol and diesel. The President of the AA, Edmund King, argues that the whole 

country suffers. 

 

KING: As a nation, we are dependent on road transport. The 

vast bulk of freight is delivered by road – something like 92%. 86% of passenger journeys in 

the UK are by road. So we are dependent on buying our fuel, our petrol and diesel, and if those 

prices are high, it means that it affects the whole economy. 
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NORTHAM: Everyone knows that a major part of the pump price is 

fuel duty and another slice is VAT.  But are we also paying a premium caused by malicious 

and even illegal fiddling of oil prices either by the major oil companies or by the host of other 

traders who have entered the markets in recent years?  Officials in Europe and the United 

States are now investigating suspicions that various forms of manipulation can bring quick 

fortunes to speculators, ultimately at the expense of customers.  Prices at the pump sometimes 

bear little or no relation to movements in the global market, leaving even filling station owners 

puzzled. 

 

MADDERSON: We were concerned that there was no transparency in the 

marketplace with which we could confirm to our members and them confirm to the motorists 

reasons for price fluctuations of the order of magnitude that we have seen recently. 

 

NORTHAM: These doubts have been raised by Brian Madderson, 

Chairman of the Petrol Retailers Association, which represents fifteen hundred independent 

forecourts. He has documented occasions when the market seemed inexplicable. 

 

MADDERSON: What worries us is that from Christmas last year until 

about the third week in February - approximately eight weeks - the wholesale cost of petrol for 

UK retailers rose by 10 pence a litre.  This was at a time when demand for petrol had fallen 

anything between 10% and 20% on a weekly basis because of the extreme wintry weather.  On 

top of that, the refineries in the UK were complaining that they were producing a glut of petrol. 

 

NORTHAM: So there was an oversupply and a lack of demand? 

 

MADDERSON: Yes.  In any normal market, the price would collapse.  

And here we saw the price increase by 10 pence a litre - almost an unprecedented spike. We 

could explain about 2½ to 3 pence a litre of the 10 pence spike due to the collapse of pounds 

sterling to the US dollar.  The rest we just could not explain.  And so this produced a situation, 

which we took straight to the Office of Fair Trading and said, this price shouldn’t have gone up 

by this amount given the circumstances surrounding the supply situation and the demand 

situation. 

 

NORTHAM: And the response you got from the Office of Fair 

Trading was what? 
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MADDERSON: We need further evidence. 

 

NORTHAM: And your view of that is? 

 

MADDERSON: This was a complete cop out. 

 

NORTHAM: We wanted to put this criticism to the Office of Fair 

Trading, but we were told nobody would be available for comment. Officials stand by the 

conclusions of their report published in January, which said they had received no evidence of 

price manipulation. But other agencies are clearly troubled.  Two years ago at a summit in 

Cannes, governments of the G20 expressed concern over the mechanisms for pricing on the 

international oil markets and they commissioned an umbrella group of international regulators 

to investigate.  Last October, the regulators reported their conclusion that the potential for 

misconduct was ‘not mere conjecture’ and they identified a number of technical means by 

which oil prices could be manipulated.  Suspicions of market-rigging have also troubled the 

European Commission. The allegations sound to them all too like the facts of the bank rate 

scandal, where malicious traders were able to make enormous gains by fiddling a decimal point 

or two in the official figures.  So, after a year of behind-the-scenes investigation, Brussels 

decided to act. 

  

ACTUALITY AT PLATTS, CANARY WHARF 

 

NORTHAM: Last month, on the 14
th

 of May, officers of the European 

Commission raided a number of oil companies here in London and in The Netherlands and 

Norway. The raids were part of an investigation into allegations of collusion to rig oil prices 

over the past decade. Among the companies were some very big names – Shell, based at 

Waterloo and BP in upmarket Piccadilly.  But another of the targets was a little-known 

company based here among the tall gleaming forest of buildings in Canary Wharf at the heart 

of London’s Docklands. The company is called Platts and it occupies a central place in the 

international oil trade. The price we pay for petrol and diesel at the pumps is calculated by 

expert analysts working right here. 

 

ERNSBERGER: You can see on the news floor here we’ve got about 

twenty to thirty people actively covering the trading that’s happening today in the oil markets 

across Europe and Africa. 
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NORTHAM: In their bright, open plan office with spectacular views 

across London, the team of analysts at Platts is on telephones or staring at computer screens to 

read emails, receiving information from oil traders about the deals they are offering today as 

either buyers or sellers.  The analysts are led by the company’s Global Director of Oil,  

Dave Ernsberger. 

 

ERNSBERGER: You can see Litasco, which is a Geneva-based company 

has told us they’re offering to sell a barge of diesel, and we publish that information so that if 

anybody is interested in that, they can tell us, ‘Oh that looks like a good price, I’d like to buy 

from Litasco.’  We would then publish that information too.  But also Vitol is looking to sell 

today. 

 

NORTHAM: So they are offering to sell that diesel.  Is anyone 

offering to buy it? 

 

ERNSBERGER: And on the buy side we can see Morgan Stanley is 

looking to buy and Total is looking to buy. We publish these bids and offers for people to see. 

And no one has told us they’d like to either sell to the buyers or buy from the sellers. 

 

NORTHAM: As the afternoon wears on, traders know that the most 

important time of the day is approaching - the last minutes of trading, known colloquially as 

The Window. This is when deals are finalised, in the moments leading up to 4.30pm, when 

Platts will calculate a closing oil price for the day.  

One and a half minutes of trading left. 

 

ERNSBERGER: Yes, so we’re getting to the final moments of the 

assessment process now and we’re looking at, on these screens here and you’ll see in most 

cases the bids and the offers are now very close to each other, which is giving us a very clear 

indication of precisely where market values are. 

 

NORTHAM: Everyone knows that they’re up against time, whether 

they are buying or selling. 

 

ERNSBERGER: Yes, and that moment of closure in the market itself 

helps to shape the mind of the people engaged in the market. 
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NORTHAM: And what can you see is happening on these screens 

here? 

 

ERNSBERGER: Well now you see, in the final 45 seconds or so, last 

changes to the bids that we’re going to publish today, last changes to the offers we’re going to 

publish and some trading that’s been reported to us as well. 

 

NORTHAM: Thirty seconds to go.  Is activity heating up on these 

screens? 

 

ERNSBERGER: Ah yes, you see the yellow light blinking away at you 

here, as a bid value changes or an offer value changes or someone perhaps communicates an 

interest to trade.  There’ll be lights blinking, all this information. 

 

NORTHAM: Ah right, so all over the place ... 

 

ERNSBERGER: Yes, they’ll be lighting up .... 

 

NORTHAM: Yellow light means what? 

 

ERNSBERGER: Yellow light means something happened. 

 

MAN: Eight seconds to go. 

 

NORTHAM: Seven, five, four, three, two, one. 

 

MAN: Time. 

 

ERNSBERGER: And time’s up.  That’s the close of the process.  Our 

reporting function on what’s actually happening is now over for today. 

 

NORTHAM: This moment has enormous importance. The closing 

price Platts calculates will become the benchmark for contracts in oil, petrol and diesel 

throughout Europe and Africa. When your local filling station gets a tanker delivery of fuel, it 
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NORTHAM cont: will be priced at Platts for the appropriate day plus a 

fixed margin.  The company’s offices in New York, Houston and Singapore cover the rest of 

the world.  By one conservative estimate, Platts reported prices determine the value of 200 

billion barrels of oil a year.  But is this daily reporting of closing prices open to abuse by 

unscrupulous traders in the same way that bank rates proved to be?  When the international 

regulators looked into oil price reporting for the G20, they commissioned a report from a 

longstanding expert on the market, Liz Bossley, who runs a consultancy in London.  She 

regards the importance Platts attaches to the final minutes of trading, The Window, as a 

possible vulnerability.  

 

BOSSLEY: If someone wanted to say, right, I want to influence the 

price of oil today right across the market, all I have to do is something in that half hour period 

and I may have to do one small deal towards the deadline of the half hour of the window, so I 

might need to do a deal at 4.30 for maybe 100,000 barrels of oil, which is a tiny quantity.  If 

you want to do that because you want to make sure that Platts has some real data to base its 

quotes on, that’s fine, but if you’re in fact trying to do it in order to influence the price of a 

whole bunch of other deals with bogus data, that’s where the problem might arise. 

 

NORTHAM: Platts say, of course, that they check whether deals are 

then transacted, and if they’re not, they go back to people and say, ‘What’s going on?’ and they 

may exclude some of the data. 

 

BOSSLEY: That’s right and I think Platts do really the best that 

anyone can do under the circumstances to do that.  However, if you have a company that 

maliciously wants to skew the court one way or the other, they could put in an unusually high 

or an unusually low bid.  And because there are so few people participating in this price 

discovery process, they could get away with it.  

 

NORTHAM: And you’re saying that this creates a genuine potential 

for abuse by people with malicious intent? 

 

BOSSLEY: Yes, I do.  That gives the potential for someone to come 

in and abuse it if that’s what they want to do. 
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NORTHAM: Platts told File on 4 that the best defence against this 

kind of manipulation is transparency and that it holds no secrets, publishing every trade of 

which it is informed, so that oil companies, traders and observers can all see what’s happening. 

But the system is voluntary. Nobody is obliged to report every trade they make.  Liz Bossley 

sees the possibility of selective reporting to Platts as a substantial weakness, leaving the system 

- in her words - wide open to abuse. 

  

BOSSLEY: If I decided that I wanted to make the price 20 cents 

higher, I could, with the cooperation of another company with a likeminded intention, go in 

and do a deal 20 cents above the market, so I could sell to you, for example, 20 cents above the 

real market price.  That means you’ve paid 20 cents more than you should have done for a 

quantity of oil.  If I say, ‘Okay, I’ve sold to you at 20 cents more than the market price, but 

let’s go off into a corner over here and do another deal, where you sell to me at 20 cents over 

the price,’ then nobody’s lost anything, the two trades have washed out. 

 

NORTHAM: Won’t they both then be reported? 

 

BOSSLEY: The second one would not be reported because  

it … 

 

NORTHAM: Why not? 

 

BOSSLEY: It would not be shown to Platts, it would be a private and 

confidential deal between the counterparties. 

 

NORTHAM: A blatant deceit, you mean? 

 

BOSSLEY: Yes, a blatant deceit, you could do that. 

 

NORTHAM: And that’s possible? 

 

BOSSLEY: That is very possible. 
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NORTHAM: If Liz Bossley is right, and Platts’ assessment could be 

skewed by traders reporting only one half of a deal, then the oil price reporting system can be 

fiddled.  So how does Dave Ernsberger, Platts’ Global Director for Oil, respond to these fears? 

 

ERNSBERGER: We have heard those kinds of thoughts before and we’ve 

never had a single case of that ever demonstrated to us and we encourage anyone who thinks 

that might even have happened to please let us know the specifics. 

 

NORTHAM: But how would anyone know if the offsetting trade 

wasn’t reported to anybody? 

 

ERNSBERGER: Well, presumably if someone had a concern about an 

event, they would have the information to share, otherwise what is it? Speculation? I’m not 

sure. 

 

NORTHAM: Liz Bossley says that this leaves your system wide open 

to abuse.  That’s a pretty damning conclusion. 

 

ERNSBERGER: And we would love to see some evidence of that. 

 

NORTHAM: This is an area where the international regulators don’t 

seem convinced that you’re right.  They talk about the potential for selective reporting to 

manipulate the price.  They seem to think this is a real danger. 

 

ERNSBERGER: I hear what you’re saying there and we’ve read the same 

comments, but we always come back to a request for information that this has ever actually 

happened.  And this is very important to us, because you can talk about the hypothetical 

situations ad infinitum, but we need to see and we encourage people to provide if there is any 

evidence to anyone. 

 

NORTHAM: It was a search for evidence which led the European 

Commission to launch last month’s raids.  We wanted to ask the Commissioner involved, 

Joaquin Almunia, how this investigation is progressing.  He was unavailable for interview. 

The Commission’s investigation began more than a year ago, when a senior MEP got wind that 

something was going wrong in the oil markets. 
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MCCARTHY: I read the reports when I was meeting with regulators in 

Washington, of potential price fixing.  I immediately sent an email to Commissioner Almunia 

saying that there were grave concerns about it, there had been rumour and speculation since 

2011, and I felt it was time that the EU now investigated it, and I asked him would he take up 

the investigation, and the answer was, yes. 

 

NORTHAM: Arlene McCarthy is a longstanding MEP for North West 

England and leads the European redrafting of market abuse legislation.  She’s been briefed on 

developments in the investigation. 

It sent quite a shock through the oil industry when those raids were conducted.  What do you 

know about the basis for them? 

 

MCCARTHY: There is a view that that prices were not reflected, that 

we were seeing a lot of high prices for petrol at the pump, yet the wholesale price didn’t seem 

to reflect that, so I think there was a concern that there was a disconnect, if you like, in the 

market setting price.  And therefore, that in my view was cause enough to investigate that, try 

to get behind what was going on, whether there is manipulation going on. 

 

NORTHAM: So this wasn’t just a fishing trip by the European 

Commission? 

 

MCCARTHY: No.  Well, you could argue, well, let’s put it this way, 

it’s extraordinarily difficult to find evidence for price fixing, manipulation.  If you look at 

Libor, they had to trail through some two thousand emails to discover what was going on 

between traders in the market, so you have to take the time to do this properly.  That’s why it’s 

right to talk about an investigation on allegations of potential manipulation, because we have to 

find the evidence and that takes time. 

 

NORTHAM: How then did Dave Ernsberger and his colleagues at 

Platts react when their offices were raided by the European Commission last month?  The 

officials spent two days collecting documents and downloading the hard drives of the 

company’s computers. 

 



-  11 - 

ERNSBERGER: We fully cooperated with the investigation and we 

continue to do so today.   

 

NORTHAM: Have you done anything wrong? 

 

ERNSBERGER: I don’t think there’s been any allegation that we have. 

 

NORTHAM: When the raids were made, there was an allegation of 

collusion to rig oil prices over the past decade. 

 

ERNSBERGER: Ah, well I think that would be different than alleging that 

somehow Platts was involved in that. 

 

NORTHAM: Well, you were raided. 

 

ERNSBERGER: I believe it was an information gathering exercise.  By 

the way, all the information we have is published all of the time anyway. 

 

NORTHAM: Are you convinced you’ll come out of this with your 

hands clean? 

 

ERNSBERGER: Well, we look forward to seeing the outcome and I hope 

the outcome is fully published of what the EC is doing right now, very much look forward to 

that. 

 

NORTHAM: Shell and BP have also told File on 4 that they continue 

to co-operate with the European Commission investigation.  One of the complications for 

Commission staff is that oil is not only traded by oil companies.  On top of the market in the 

fuel itself, known as ‘physical oil’, there’s a growing sector of hedge funds, commodity 

speculators and even banks conducting paper trades in so-called derivatives – contracts to buy 

or sell at some point in the future. The Office of Fair Trading reported this year that paper deals 

now represent more than eight times the value of real oil trading.  And, as Liz Bossley notes, 

ways have been found to turn a handsome profit even at a time when oil prices are falling. 
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BOSSLEY: I don’t own any oil; I see that you are a buyer of oil and 

you may want me to deliver a cargo to you in August.  Today is the beginning of June.  I can 

say to you, ‘Yes, I will deliver a cargo to you in August and we will fix today’s price for 

August delivery.’  So say that today the price of oil for delivery in August is trading at say, 

let’s use a nice round number again of $100 a barrel.  I say to you today, ‘In August, I will 

deliver a cargo to you and the price of that cargo will be $100 a barrel.’  Now as August gets 

closer, I am going to have to start organising the delivery to you of a cargo of oil.  I don’t have 

a cargo of oil, so I better go out and buy one so that I’m able to deliver it to you.  Now in 

between now and August, the price of oil could go down or it could go up.  If the price goes 

down to say $99 a barrel, I will buy it at $99 a barrel. 

 

NORTHAM: And pocket the difference. 

 

BOSSLEY: And pocket the difference.  I have told you I’m going to 

deliver it at $100.  I will deliver it to you at $100; I bought in and covered at $99. 

 

NORTHAM: And what in the meantime, if you have done something 

to manipulate the price downwards? 

 

BOSSLEY: If I only need to do it at one instant and time for a small 

quantity, then it is possible. 

 

NORTHAM: Evidence is beginning to emerge that manipulation of the 

oil market is not only a theoretical possibility.  Insiders have begun to reveal that it actually 

happens.  In the House of Commons, a debate late last year attracted support from eighty MPs 

from all parties for a motion calling on the OFT to launch a full investigation of oil trading. 

The Conservative MP who led the debate, Robert Halfon, cited a whistle blower who had 

contacted him to reveal misconduct, which he said was happening on a daily basis and inflating 

prices for consumers. Others later contacted Robert Halfon to confirm this. 

 

HALFON: The first whistle blower who approached us talked about 

the manipulation of the futures market, how huge trades would be offered in oil and then 

withdrawn to manipulate the price of oil.  But if that is the case - and he was pretty 

comprehensive in what he was describing … 
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NORTHAM: Did you believe him? 

 

HALFON: Absolutely, because the whistle blower came with 

computers with a huge amount of knowledge and that’s why we documented what he had said 

and also set it out in Parliament. 

 

NORTHAM: Is he currently working in the oil trading business? 

 

HALFON: I can’t really break confidences, but he was somebody 

who was absolutely aware of what was going on and clearly had first-hand expertise in this 

area. 

 

NORTHAM: File on 4 has interviewed another whistle blower, we’ll 

call him just Tom, who reveals the details of a similar scam which he witnessed. 

 

TOM: This is something that’s preyed on my conscience for a 

long time.  It was something that I didn’t talk to anybody about, but for many years afterwards 

I felt like I should have said something, I should have spoken out.  And now that the European 

Commission are looking into it, I felt a desire to tell my story. 

 

NORTHAM: Tom was attached to the trading floor, where he 

witnessed colleagues using complex financial instruments spun off from the market in physical 

oil. 

 

TOM: What I saw was a clear example of the traders at the time 

manipulating the declared oil price. 

 

NORTHAM: How did they manipulate it? 

 

TOM: In a sense it was quite simple what they were doing.  

They put together a derivative position, which meant that if the price of oil on a particular day 

was lower than expected, that they would profit from that position. 

 

NORTHAM: To the tune of what sort of money? 
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TOM: Afterwards I remember working it out.  It was about $1 

million is what they netted from the scam. 

 

NORTHAM: In one day? 

 

TOM: Indeed, yes, that’s right. 

 

NORTHAM: At first this might have seemed like a conventional 

gamble by the traders, that they would make their money if the oil price fell. But then it 

became clear to Tom that they were also, in separate trades, conspiring to make sure that the 

price did indeed fall on the crucial day. And that is market manipulation. 

 

TOM: On the designated day, when they knew they had this 

large position, they had a pre-arranged deal with another contact in the market and they 

arranged to sell their surplus oil to this other contact, and they sold it at less than the market 

value, less than the going rate. 

 

NORTHAM: Would the word for that be dumping? 

 

TOM: Yes, it could be described as that, absolutely, yes.  

 

NORTHAM: And the effect was what? 

 

TOM: The effect was that the price of Brent was lower than it 

had been on the previous days and the days afterwards, and whilst they made a loss on the 

actual physical cargo that they had sold to their counterparty, the profit they made on their 

derivative position was far higher to compensate them.  They were nervous right up to the run 

up to the day itself and I remember an advance a few days before, them actually asking me to 

say a special prayer for the price of Brent on that day and how it was going to fix. 

 

NORTHAM: What would the impact be on customers - people buying 

fuel at forecourts?  Because it sounds, on the face of it, as if your colleagues were doing 

something which might benefit consumers. They were driving the price down. 
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TOM: In the immediate term that’s true.  But in the wider 

picture, what they’re doing is they’re undermining the integrity of the market.  If you can 

manipulate a price down, you can just as easily manipulate a price up, and if you add volatility 

to a market, that’s going to come at a cost, which ultimately is going to be borne by the 

consumer. 

 

NORTHAM: Claims like this are at the heart of official concern.  

While the European Commission continues its investigation into suspected price-rigging, 

federal authorities in the United States are also active. The Commodity Futures Trading 

Commission (the CFTC) has brought a succession of cases over the past decade against traders 

accused of manipulating the market in oil or the parallel market in gas. Case after case has been 

settled with trading companies paying fines running into millions of dollars. Most of the 

successful suits to date have involved the gas market. But Commissioner Bart Chilton of the 

CFTC sees every scope for similar abuse with oil. 

 

CHILTON: Absolutely. And one of the main reasons is because there 

is no prohibition on holding large size, that is large concentrations of positions in the markets,  

that if you act in a certain way can actually move prices.  That’s what we’ve seen. We’ve seen 

it in natural gas, we’ve seen it in crude oil.   

 

NORTHAM: How do these – let’s not mince words – scams work that 

you’ve been able to prosecute? 

 

CHILTON: You know the old saying ‘size matters’?  Well, it matters 

in trading.  I’ve seen one trader in natural gas and one trader in crude oil where they hold over 

30% of the market.  If you move 30% of a market, you can have an impact on price and that is 

what we’ve seen.  Again, sometimes it’s illegal, many times I think it’s nefarious and that’s 

what regulators around the world – not just in the States, not just in the EU – need to guard 

against.  It’s against the law and we go after them when we see it, but it happens all too often. 

 

NORTHAM: The Commodity Futures Trading Commission is 

currently bringing a case against an oil trading company called Arcadia Petroleum, based in 

London’s fashionable Knightsbridge, and its sister company, Parnon in California. Together 

they are accused of using the technique which we heard about earlier from Tom - a scam called 

Pump and Dump.  Dr John Parsons is Director of the Centre of Energy Research at MIT – the 
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NORTHAM cont: Massachusetts Institute of Technology.  As he explains, 

Parnon/Arcadia is said first to have deliberately raised prices by storing up a vast quantity of 

oil. 

 

PARSONS: They are alleged to have manipulated the US crude oil 

price.  They purchased physical supplies in 2008 - a couple of different months in 2008 - and 

held a large portion of the physical supply that’s available for delivery in Cushing, Oklahoma. 

Cushing, Oklahoma is the major locus for oil trading in the United States. 

 

NORTHAM: And they are said to have had 66% of that month’s 

supply? 

 

PARSONS: That’s the allegation, yes, that’s correct.  By holding that 

supply, they were alleged to be trying to drive up the price at the end of the month when other 

parties would be looking to use supplies to make deliveries.  They are also alleged, in order to 

profit off of that price rise, to have bought futures contracts which would increase in price as 

other traders discovered the shortage of supply and bid up the price.  They would then profit on 

the futures contract. 

 

NORTHAM: After the price was raised, according to court documents, 

Parnon/Arcadia suddenly dumped its huge quantity of oil onto the market, which caused the 

price to fall. It’s alleged that, by doing this over a period of months, the traders lost money on 

the cheap sales, but more than made up for it with a profit on separate contracts which 

benefited from the fall in price.  This is known as short-selling.  The CFTC spells out the 

accusation: 

 

READER IN STUDIO: Parnon/Arcadia executed the manipulative scheme as 

described above. This repeated conduct led to at least a trading loss of over $15 million. 

However, the artificial prices that were created as a result of Parnon/Arcadia trading created 

profits of over $50 million in their derivative positions. 

 

NORTHAM: So, $15 million lost and $50 million won, their net gain 

is alleged to be $35 million just from manipulating the market.  Arcadia Petroleum told File on 

4 that, while the case is pending, they could say no more than the denial they put out when the 

suit was brought. This says: 
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READER IN STUDIO: Arcadia is disappointed that the Commission has taken 

this action, since its complaint is completely without merit. Arcadia has reviewed extensively 

the facts related to our trading over this period and we are confident that no manipulation was 

attempted or occurred, and that no laws were broken. 

 

NORTHAM: The case continues in the American courts.  At the 

Commodity Futures Trading Commission, Bart Chilton argues that however complex and 

obscure the schemes of manipulation, in the end it’s the public that pays. 

 

CHILTON: Absolutely.  In fact, you know, I’ve been saying it for a 

number of years.  There have been several academic studies.  It was two years ago that 

Goldman Sachs, one of the largest banks on the planet, came out and showed the relationship 

between excessive speculation and prices, and at the time I did a little bit of calculations and 

showed in US dollars that if you had a pickup truck, you paid upwards of $15 every time you 

filled up your tank because of excessive speculation at the time, and the same was true for a 

midsize vehicle.  You know, they’re paying a speculative premium every time they fill up at 

the pump. 

 

NORTHAM: And that’s what people are paying because speculation 

has forced prices up? 

 

CHILTON: Absolutely, absolutely. 

 

NORTHAM: Cases brought by America’s Commodity Future Trading 

Commission and the raids carried out last month by the European Commission indicate the 

level of concern internationally that we’re all paying too much for fuel, in part at least because 

the oil market is vulnerable to manipulation.  Yet in Britain, the Office of Fair Trading called 

for evidence of a problem last year and seemed content to conclude that it found none. 

 

READER IN STUDIO: Attempts to distort or manipulate prices would raise 

significant concerns. However, in order to justify carrying out further work, the Office of Fair 

Trading would need evidence giving it a reasonable suspicion that this conduct occurs. The 

OFT did not, however, receive evidence of such conduct. 
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NORTHAM: We’ve found widespread criticism of this finding, on 

both sides of the political divide.  Labour’s Arlene McCarthy, the MEP leading the redrafting 

of market abuse legislation, argues that the OFT study was superficial. 

 

MCCARTHY: I think it was wrong of the Office of Fair Trading, after a 

preliminary four month overview, to say they couldn’t find enough evidence, and so I think 

that they’ve walked away from it, frankly.  What I know from now my experience of trying to 

investigate, trying to prosecute manipulation cases is it’s fundamentally difficult to find that 

evidence and you have to work hard to get it.  You’ve got to put a team of investigators on it, 

so you have to have resources, you have to allocate time to it, and then I believe you will find 

what you’re looking for.  But in this case, I think they walked away from it too early and now 

it’s been up to the European Commission, who spent the last year investigating and are still not 

finished, and we may need another six to eight months to get to the bottom of this and discover 

whether there has been price fixing. 

 

NORTHAM: We’ve heard a description of the Office of Fair Trading 

report in January this year as a cop out.  Do you think it was a cop out? 

 

MCCARTHY: When you see the anger of some of our consumers out 

there in terms of what they’re having to pay, they’re working on tight budgets, we’re in the 

middle of a recession, I think it was their responsibility to continue to investigate this and to get 

to the bottom of it and they chose to walk away from it.   

 

NORTHAM: And in Parliament, the OFT’s principal critic is the 

Conservative MP, Robert Halfon. 

 

HALFON: I think the Office of Fair Trading have been quite 

shocking.  I’ve described at the time, they carried out a limp-wristed, lettuce leaf type inquiry 

into the oil industry and that was really just to stave off political pressure, because I had 

organised in Parliament a motion which was signed by MPs from all parties, about eighty-odd 

MPs, calling for a full inquiry.  In order to stave off that political pressure, they said, ‘Okay, 

we’ll have a partial inquiry,’ and in essence, what they did was to have an inquiry to have an 

inquiry and I think they’ve massively let the motorist down.  In my view the OFT should be 

much more proactive and we shouldn’t have had to leave it up to the EU to investigate these 
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HALFON cont: things.  I think the OFT have been lacking and it’s up to 

us as parliamentarians - and I continue to do it as an MP - to really question their role and put 

pressure on the OFT to investigate this issue properly. 

 

NORTHAM: Should it be up to an individual MP like you?  I mean, 

your party, the Conservative party is actually the Government. 

 

HALFON: There are many other MPs from all parties who have 

been working with me on this, but the Government can put pressure on the OFT, but at the end 

of the day, the OFT is independent.  But of course, I raise these issues continuously with 

Government and I hope that whatever is possible, they can do to get the OFT to look at this 

issue seriously. 

 

NORTHAM: File on 4 wanted to hear from the Office of Fair Trading 

and the Department for Business Innovation and Skills, which is responsible for competition 

policy and consumer affairs, and the Department of Energy and Climate Change, which covers 

oil supplies.  None of them was available for interview. 

 

SIGNATURE TUNE 

 


