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*****.In 2008, wheat futures prices spiked and then crashed along  with prices for other ag ri-cultural and nonag ricultural commodities. Market
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perceived problem of excessive price volatility. The desig n of an appropriate policy response would benefit from a better understanding  of the
cause of the observed price movements. This study uses an econometric model to decompose observed wheat prices into a set of economic
factors and measure the relative contribution of each factor to observed price chang es. Finding s show that market-specific shocks related to
supply and demand for wheat were the dominant cause of price spikes in the three U.S. wheat futures markets. Fluctuations in the g lobal
macroeconomy associated with broadbased demand shocks were relatively less sig nificant for wheat than for other commodities like crude
oil and corn. Finally, little evidence sug g ests commodity index trading  contributed to recent price spikes.
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