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Chardin Wese Simen is a Professor of Finance at the Management School at the University of Liverpool,
U.K. His main research interests include asset pricing, commodity markets, derivatives, and financial
econometrics. Professor Wese Simen has published his research in world-leading journals, including the
Journal of Econometrics, the Journal of Financial and Quantitative Analysis, Management Science, and the
Journal of Money, Credit and Banking. His research has attracted awards and funding from national and
international institutions, including the British Academy. He is a member of the editorial boards of the
Commodity Insights Digest, the European Journal of Finance, and the Journal of Commodity Markets and
is a regular reviewer for leading journals, including the Journal of Business Economics and Statistics, the
Journal of Financial and Quantitative Analysis, and Management Science. In this interview, he discusses
how he got started in finance and commodities; his current research focus; current market trends and
challenges; and academic and industry engagement.

Could you briefly share your journey into the world of finance and what sparked your interest in
commodities and derivatives?

Commodities have always held a special place for me, in part because they are so important to the
economy of Cameroon, my home country. Growing up, | helped my relatives in the fields during school
holidays, which gave me a firsthand appreciation of the physical side of commodities.

My deeper fascination with financial markets began during my M.Sc. in International Securities,
Investment and Banking at the International Capital Market Association (ICMA) Centre, where | took a
module called “Securities, Futures, and Options.” It opened my eyes to the world of commodity
derivatives, a market | had not known existed before. From there, | immersed myself in specialized courses
such as “Commodity Derivatives” and “Derivatives Pricing, Trading, and Hedging,” all taught by
experienced traders who brought theory to life.

Finally, | was fortunate that my main Ph.D. advisor, Professor Marcel Prokopczuk, shared a strong interest
in commodities, providing guidance and support that allowed me to develop this passion into a sustained
research focus.

Looking back at your time at the ICMA Centre and your Ph.D. research, what were some of the most
influential insights or experiences that shaped your perspective on commodity markets?

| completed both my M.Sc. and Ph.D. degrees at the ICMA Centre, and it was a truly formative experience.
One of the Centre’s greatest strengths is its rare balance between academic rigor and practical insight. The
faculty brought together leading scholars in econometrics, quantitative finance, market microstructure,
and derivatives, alongside seasoned practitioners with direct market experience.
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That combination was incredibly valuable. Exposure to diverse perspectives helped me appreciate the
many lenses through which markets can be studied, while interactions with practitioners revealed the
subtleties and real-world complexities of markets.

This interplay between theory and practice shaped the way | approach research. It encouraged me to
pursue questions that are both intellectually rigorous and practically meaningful, particularly in
commodity markets where institutional detail and market structure are central. That mindset has guided
my work ever since.

You have held positions at multiple universities. What unique perspectives on finance education have you
gained from these experiences, and how do you incorporate them into your teaching at the Management
School of the University of Liverpool?

My time at the ICMA Centre had a lasting impact on my teaching philosophy. It taught me the importance
of grounding theory in real-world context, using tools such as trading simulations and market data. When
students see how finance concepts play out in actual markets and decisions, they internalize the material
far more effectively than by memorizing for assessments.

Since joining the University of Liverpool Management School, | have been impressed by the school’s
commitment to enhancing the student experience. Within the Accounting and Finance group, a culture
of continuous reflection ensures teaching remains relevant and effective. | design my courses to combine
rigorous, applied content with interactive learning. This includes using the latest news and market events
to illustrate concepts in action, inviting guest speakers from industry, and encouraging students to collect
and analyze data from leading sources, e.g., from Bloomberg and Wharton Research Data Services (WRDS),
to test theories. By focusing on experiential learning, students develop both practical skills and a deeper
understanding of financial markets.

Given your experience launching the B.Sc. Finance and Data Analytics program, how do you see business
schools adapting their finance curricula to prepare students for a future where Al and machine learning
play an increasingly important role in commodity markets and financial analysis?

One of the most significant changes we will see in finance education in the coming years is a much stronger
emphasis on digital fluency. Business schools will substantially increase the number of modules focusing
on data science, programming and advanced analytics. The BSc Finance and Data Analytics programme
was launched to equip students with essential skills such as coding, managing large datasets, and creating
effective data visualisations.

However, technical proficiency alone will not be enough. As more and more analytical tasks become
automated through technology, there will be an even greater emphasis on developing strong intuition,
interpretation skills, and business acumen. Students will need to understand how to perform analyses,
how to contextualise results, as well as how to make sound decisions in complex, dynamic market
environments.
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Your research frequently explores the variance risk premium in commodity markets. Could you intuitively
explain the significance of this premium for investors and risk managers in the commodity space?

The variance risk premium reflects the cost investors pay to hedge against changes in variance and can be
accessed through options contracts. In simple terms, it represents the difference between the market’s
expectation of future variance (implied by options prices) and the actual realized variance, calculated ex-
post. Empirically, my research with Professor Marcel Prokopczuk and Dr. Lazaros Symeonidis shows that
implied variance is, on average, larger than realized variance in most commodity markets. Put simply,
investors are effectively paying a premium to hedge variance risk.

This observation has several implications. First, traders can harvest the variance risk premium through
instruments such as variance swaps. Second, the option-implied variance generally overestimates the
future realized variance, meaning it is a biased predictor. By adjusting for this bias, more accurate variance
forecasts can be produced, enhancing risk management.

In several of your papers, you have examined the relationship between jumps and volatility in energy
markets. What are the key takeaways from this research, and how can traders and analysts apply these
findings in practice?

My research on jumps shows that these events are low-probability but high-impact, making them critical
for market participants to understand. Commodity markets, in particular, exhibit pronounced seasonal
dynamics that influence both the likelihood and impact of jumps.

In joint work with Lazlo Diewald and Professor Marcel Prokopczuk, we developed a simple jump-diffusion
model that allows for seasonal variation in jump intensity and demonstrated its economic value through a
Value-at-Risk exercise. This approach helps traders and risk managers better assess and manage jump risk.
Additionally, in collaboration with Professor Marcel Prokopczuk and Dr. Lazaros Symeonidis, we examined
whether explicitly modelling jumps improves forecasts of realized variance. Contrary to findings in equity
markets, we found no evidence that this approach enhances volatility forecasts in commodity markets.
This underscores the fundamental differences between asset classes and cautions against directly applying
equity-based models to commodities.

Given your expertise in both commodities and derivatives, how do you see the role of derivatives evolving
in managing risk and enhancing returns in commodity portfolios?

Commodity derivatives play a key role in managing risk and enhancing returns in commodity-related
portfolios. Traditionally, much of the focus has been on futures-based strategies. However, options
markets represent a largely untapped frontier. The variance risk premium in commodity options is notably
large and offers significant potential to improve portfolio performance through sophisticated risk premia
harvesting. Additionally, the cross-section of commodity options likely contains other risk premia that
remain underexplored, presenting further opportunities to enhance investment outcomes.
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As commodity options markets continue to evolve, driven by increasing financialization and electronic
trading, they are expected to provide even more sophisticated tools for tailoring exposure, managing risk,
and capturing novel sources of return in commaodity investing.

What are some of the most pressing challenges and opportunities you see in commodity markets today,
considering factors like geopolitical instability, climate change, and technological advancements?

One of the most pressing challenges in commodity markets today is climate change. This encompasses
both physical risks, such as wildfires, droughts, and floods, and transition risks associated with the global
shift toward a low-carbon economy. Transition risk can influence commodity markets by affecting demand
patterns, regulatory frameworks, and long-term pricing. Understanding how both physical and transition
risks impact commodity markets over different time horizons remains an important and largely
underexplored area.

Technological and operational risks also pose significant challenges. Cyberattacks, such as the 2021
Colonial Pipeline incident, highlight how vulnerable commodity markets can be to digital disruptions. At
the same time, threats such as piracy, sabotage, or other physical disruptions to infrastructure can cause
sudden supply shocks and price volatility. Despite their potential impact, these risks are still relatively
understudied, making them an interesting avenue for future research.

In light of recent events, such as supply chain disruptions and energy price volatility, what are some of the
key lessons learned for commodity investors and policymakers?

Two key lessons stand out for me. First, the plunge of West Texas Intermediate (WTI) crude oil futures into
negative territory in April 2020 during the global pandemic highlighted the critical role of storage in
ensuring the smooth functioning of physically settled futures markets. This episode reflected binding
infrastructure constraints: as storage at Cushing filled up, long futures traders who could not take physical
delivery exited the market, putting additional downward pressure on the futures prices. The lesson is that
storage and transport capacity are crucial for market stability and deserve further research.

Second, during the 2022 energy crisis, firms holding physical inventory faced a different challenge.
Traditionally, hedging with short futures contracts reduces economic risk, but the surge in futures prices
created massive variation margin calls, straining cash flows even for fundamentally sound firms. This
demonstrates that hedging strategies must be considered holistically, accounting not only for price
exposure but also for the liquidity demands of managing those hedges in volatile markets.

What are the main topics in your current research agenda?

At the moment, | am working on a project focusing on the market for storage, which lies at the heart of
commodity markets. Although storage is clearly important, there is still much to learn about how these
markets operate in practice, and my research aims to better understand their implications for commodity
derivatives pricing.
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In addition, | am studying the financialization of commodity markets. | am particularly interested in
understanding how changes to the mix of investors and technological developments, such as the shift to
electronic trading platforms, have influenced market dynamics and affected the risk premia across
different instruments.

Looking ahead, | plan to extend my research to explore pressing issues related to climate change and
technological risk, which | highlighted earlier, and examine how they shape commodity markets.

You have served as an associate editor for the leading Journal of Commodity Markets since 2021. How
does this experience inform your own research, and what advice would you give to aspiring researchers in
the field?

Being on the editorial board has been incredibly rewarding. It has given me the opportunity to see a wide
range of research across different commodity markets and has helped me understand what makes some
papers stand out.

One of the most important lessons | have learned is the value of pursuing ideas that are truly original and
important. The journal receives a large number of submissions, and competition is intense. Researchers
must carefully choose projects that can make a meaningful contribution rather than incremental
extensions. Since revising and responding to reviewers requires substantial effort, it is crucial that this
time and energy are invested in work that has the potential to be impactful.

Another key lesson is how much reviewers value clarity and focus. A strong introduction that clearly
explains the motivation, contribution, and relevance of the work is essential, as is careful positioning within
the broader literature.

| would advise aspiring researchers not to rush their papers through the publication process. Taking the
time to double-check results, run additional tests, and seek constructive feedback can make a significant
difference. A well-prepared paper not only improves its chances of being accepted but also leaves a
stronger and more lasting impact on the field.

You have been involved in designing and launching academic programs. What skills and knowledge do you
believe are most essential for students aspiring to careers in commodity trading, risk management, or
investment?

In addition to strong technical and digital skills, several soft skills are essential for success in commodity
markets. The ability to remain calm and make sound decisions under pressure is critical, particularly in
fast-moving environments where stakes are high.

Equally important are strong communication skills, as professionals must be able to convey complex ideas
clearly to a wide range of audiences, from colleagues to senior management. Attention to detail is vital to
avoid costly errors, while interpersonal skills such as collaboration, influencing, and relationship-building
can make a real difference in achieving results.
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Finally, a relentless drive to improve and find an edge, combined with natural curiosity and a solid grasp
of geopolitics, rounds out the skillset needed to navigate the complexities of global commodity markets.

What advice would you give to your students interested in commodity markets?

My advice is simple. Start early and stay curious. Read widely, explore classic books, follow the financial
press, and listen to podcasts about commodity markets. Attend talks, seminars, and conferences
whenever possible, as these experiences provide valuable insights and help build connections.

Commodity markets are particularly fascinating because they combine the challenges of physical markets,
such as storage, transport, and perishability, with the sopbhistication of financial markets, including
contracts like options and futures. | would encourage students to embrace the full breadth of the field. It
is both intellectually stimulating and highly relevant in today’s global economy, offering the chance to work
on problems that have real-world impact.

How do you see the collaboration between academia and the commodity industry evolving, and what are
some of the most promising areas for future research and partnerships?

| believe there is significant potential for stronger partnerships between academia, industry, and
regulators. When these groups collaborate, we can gain a much deeper understanding of commodity
markets and produce research that has real-world impact.

One area | find particularly promising is the physical side of commodity markets. This area has not been
explored as extensively, mainly because of limited data and commercial sensitivity. Gaining better insights
into these markets could greatly improve our understanding of how they function.

Collaboration with regulatory bodies, such as the Commodity Futures Trading Commission (CFTC), also
offers many opportunities. While researchers commonly use the Commitment of Traders reports, the CFTC
holds additional detailed data, for example on options holdings, which could open entirely new avenues
for research.

Working closely with industry experts is also extremely valuable. They can provide practical knowledge
that goes beyond what data alone can show. Many of these experts attend conferences, such as the
Commodity and Energy Markets Association (CEMA) meeting or the J.P. Morgan Center for Commodities
Research symposium, which makes these events particularly helpful for academic researchers. | have
found that practitioners are generous with their time and keen to support research. Engaging with them
at these conferences provides valuable feedback that strengthens research and ensures its relevance to
real-world markets.
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You are involved with the Commodity Insights Digest. In your opinion, what kind of impact does the Digest
have on researchers, practitioners, and policymakers in the commodity space?

The Commodity Insights Digest (CID) serves an important role in translating complex, cutting-edge research
into clear, accessible insights for a diverse audience, including researchers, practitioners, and policymakers.
By making these findings more digestible, the CID plays a vital role in the dissemination of ideas. |
particularly enjoy the practitioner insights, which provide practical perspectives and allow me to view
commodity markets from a different angle. These contributions complement the research content and
deepen the overall understanding of the forces shaping the commodity space.

Beyond your academic work, what are some of your other interests or passions?

I am a passionate Real Madrid fan, having supported them since the “Galacticos” era! | also follow Formula
1 closely, and | am fascinated by the combination of cutting-edge engineering, fast-paced strategy and the
sheer drama of racing, such as changes in weather conditions. Outside of sport, | enjoy reading,
particularly books on personal development, which help me to continue learning and growing. More
recently, | have also been exploring large language models, which | find intellectually stimulating as they
open up new ways of thinking about how technology can be integrated into daily life.

Thank you for your time and insights, Professor Wese Simen. Is there anything else you would like to share
with the readers of Commodity Insights Digest?

Thank you for having me, it has been a lot of fun! | would encourage your readers to stay curious, keep
exploring, and never stop learning. The world is evolving quickly, and there is so much to learn from both
small discoveries and major breakthroughs.
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