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Oil tankers arr ive at Grangemouth oil refinery.
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Why on Earth would a big bank own a tanker full of oil or a warehouse stacked with metal?

That’s the question a Senate hearing and numerous articles asked Tuesday.

Big banks’ dealings in the commodity storage business may sound like the most esoteric of

financial esoterica. But it’s an issue that potentially affects all Americans, down to the price of

gas fueling their cars and the electricity powering their homes. The Senate hearing drilled

down on the cost of a humble can of beer.

“It has cost MillerCoors tens of millions of dollars in excess premiums over the past several

years and billions to the entire industry, with no end in sight,” began the testimony of Tim

Weiner, the brewer’s global risk manager for commodities and metals.

Weiner says other beverage companies -- heavy hitters like Coca-Cola and Dr. Pepper

Snapple -- share his frustration with a system where banks hold raw materials like

aluminum. He also mentioned the complaints of aluminum foil makers Reynolds and metal

manufacturers Novelis and Ball. Some of that added cost winds up in the price tag of things

we buy every single day.

STORYTRANSCRIPT

View complete list »

LATEST STORIES COMMENTS

1. FDA goes after makers of alternative

diabetes treatments

2. Who is the 'middle class' anyway?

3. As China stumbles, Europe starts to get

back up

4. Online courses fail the mid-term at San

Jose State, but what about the final?

5. Boeing's other businesses: Drones and

overseas fighter jets

Wall Street, aluminum

1. Bank of America profits and America's

banks

2. Earnings calls: A banker's driveway

moment

3. Wall Street movie looks at life as the

by Mark Garrison

latest  listen

MARKETPLACE

latest  listen

MORNING REPORT

latest  listen

MONEY

latest  listen

TECH REPORT

latest  listen

MID-DAY UPDATE

Marketplace for 7/23/13, Yo quiero kids meal

http://twitter.com/marketplaceAPM
http://www.burstnet.com/pmi/clk/BCPG218672.354505.561255/VTS=78KTE.FUtU/SZ=300X250A/a=a/s=26292/FPR/V=4.0S/
http://www.marketplace.org/topics/business
https://twitter.com/intent/tweet?original_referer=http%3A%2F%2Fwww.marketplace.org%2Ftopics%2Fbusiness%2Fwhy-your-bank-might-own-oil-tanker&text=Why%20your%20bank%20might%20own%20an%20oil%20tanker%20%7C%20Marketplace.org%3A&tw_p=tweetbutton&url=http%3A%2F%2Fwww.marketplace.org%2Ftopics%2Fbusiness%2Fwhy-your-bank-might-own-oil-tanker%23.Ue_dlNFMLTU.twitter
http://twitter.com/search?q=http%3A%2F%2Fwww.marketplace.org%2Ftopics%2Fbusiness%2Fwhy-your-bank-might-own-oil-tanker
http://ct1.addthis.com/static/r07/linkedin021.html#
http://www.marketplace.org/topics/business/why-your-bank-might-own-oil-tanker#
http://www.marketplace.org/topics/business/why-your-bank-might-own-oil-tanker#
http://www.marketplace.org/topics/business/why-your-bank-might-own-oil-tanker#
http://www.marketplace.org/topics/business/why-your-bank-might-own-oil-tanker#
http://www.banking.senate.gov/public/index.cfm?FuseAction=Hearings.Hearing&Hearing_ID=cca72cb5-a8fd-427a-978a-a51140a75cb0
http://www.nytimes.com/2013/07/23/business/inquiry-possible-into-storage-of-commodities-by-big-banks.html?ref=business
http://www.reuters.com/article/2013/07/23/us-commodities-banks-senate-idUSBRE96M03O20130723
http://www.marketplace.org/topics/business/why-your-bank-might-own-oil-tanker#story-content
http://www.marketplace.org/topics/business/why-your-bank-might-own-oil-tanker#story-transcript
http://www.marketplace.org/latest-stories
http://www.marketplace.org/topics/business/why-your-bank-might-own-oil-tanker#mini-panel-clone_of_trending_commented-tab-pane-0
http://www.marketplace.org/topics/business/why-your-bank-might-own-oil-tanker#mini-panel-clone_of_trending_commented-tab-pane-1
http://www.marketplace.org/topics/business/fda-goes-after-makers-alternative-diabetes-treatments
http://www.marketplace.org/topics/wealth-poverty/numbers/who-middle-class-anyway
http://www.marketplace.org/topics/world/china-stumbles-europe-starts-get-back
http://www.marketplace.org/topics/business/education/online-courses-fail-mid-term-san-jose-state-what-about-final
http://www.marketplace.org/topics/business/boeings-other-businesses-drones-and-overseas-fighter-jets
http://www.marketplace.org/tags/wall-street
http://www.marketplace.org/tags/aluminum
http://www.marketplace.org/topics/business/bank-america-profits-and-americas-banks
http://www.marketplace.org/topics/business/earnings-calls-bankers-driveway-moment
http://www.marketplace.org/topics/business/wall-street-movie-explores-life-charging-bull
http://www.marketplace.org/people/mark-garrison
http://www.marketplace.org/shows/marketplace/marketplace-72313-yo-quiero-kids-meal
http://www.marketplace.org/
http://www.marketplace.org/shows/marketplace
http://www.marketplace.org/shows/marketplace-morning-report/marketplace-morning-report-wednesday-july-24-2013
http://www.marketplace.org/
http://www.marketplace.org/shows/marketplace-morning-report
http://www.marketplace.org/shows/marketplace-money/marketplace-money-friday-july-19-2013
http://www.marketplace.org/
http://www.marketplace.org/shows/marketplace-money
http://www.marketplace.org/shows/marketplace-tech-report/marketplace-tech-wednesday-july-24-2013
http://www.marketplace.org/
http://www.marketplace.org/shows/marketplace-tech-report
http://www.marketplace.org/topics/economy/mid-day-update/podcast-does-apple-need-orange
http://www.marketplace.org/
http://www.marketplace.org/topics/business/mid-day-update
http://www.marketplace.org/shows/marketplace/marketplace-72313-yo-quiero-kids-meal


7/24/13 Why your bank might own an oil tanker |  Marketplace.org

www.marketplace.org/topics/business/why-your-bank-might-own-oil-tanker 2/3

Newsletters Mobile Apps Facebook Twitter Podcasts RSSGET IT HERE:

MARKETPLACE PROGRAMS
Marketplace

Marketplace Morning

Report

Marketplace Money

Marketplace Tech Report

Marketplace Mid-Day

Update

SPECIAL SECTIONS
BBC on Marketplace

Commentary

Consumed

Corner Office

Education

Freakonomics Radio

Health Care

Food for 9 Billion

MUST READS
By  The Numbers

Budget Hero

Future Jobs-O-

Matic

Oy ler Y earbook

The Big Book

The Whiteboard

Worth It Or Not?

AMERICAN PUBLIC MEDIA

261 S. Figueroa Street, Los Angeles, CA 90012

© 2013 |  Terms and Conditions |  Privacy Policy

American RadioWorks BBC World Service On Being

Composers Datebook Marketplace Marketplace Money

Marketplace Morning Report Marketplace Tech Report Performance Today

Pipedreams A Prairie Home Companion The Splendid Table

The Story SymphonyCast Wits

The Writer's Almanac More…

PROGRAMS SUPPORT AMERICAN PUBLIC MEDIA

American Public Media's online

services are supported by users like

you. Contribute now…

MORE FROM AMERICAN

PUBLIC MEDIA

APM Podcasts/RSS Feeds

APM Newsletters

iTunes U

Public Radio Tuner

APM Careers

About APM

 

Like 7 TweetTweet 7 0ShareShare 0 2

Log In To Post Comments0 COMMENTS

View Complete List »

WITH GENEROUS  SUPPORT FROM...

Marketplace thanks our sponsors for their

continued support in the following

categories.

SUSTAINABILITY COVERAGE

The Kendeda Fund

EDUCATION COVERAGE

The Kresge Foundation

ASIA COVERAGE

The Starr Foundation

The Henry Luce Foundation

WEALTH & POVERTY COVERAGE

The Ford Foundation

GENERAL SUPPORT

The John D. and Catherine T

MacArthur Foundation

Newman's Own Foundation

“Banks are doing this to make money,” says Duke University finance professor Campbell

Harvey. “Somebody’s gotta pay the price. When the banks get injected in the middle, it makes

sense that the cost increases.”

The issue isn’t banks trading commodities through complex Enron-style deals. They actually

have warehouses stuffed with metal and tankers full of oil. Critics say banks are using these

facilities to choke supply, which jacks up prices.

Banks say they’re just doing with commodities what they’ve always done with money, keep it

safe for the owners until they need it. Storing raw material is also a way for banks to hedge

their bets, providing income during economic downturns.

“Storage facilities in commodities tend to be one of those kinds of assets that can actually

perform well during the down part of an economic cycle,” says University of Houston

professor Craig Pirrong, a commodities expert. “That’s when storage facilities make their

money.”

Bankers deny they’re manipulating markets and point out that they’re playing by the rules.

But with powerful industries lining up against them and regulators taking a fresh look, the

rules may change.
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Mark Garrison is a reporter for Marketplace and substitute host for the Marketplace
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