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By Nick Farina

SITUATION — A person
buys hundreds of hogs with
only a 5 per cent down pay-
ment at & time when the price
of pork is less than stable,

- QUEYTION — Would such a
person be a lover, gambler,
speculator, or fighter?

ANSWER—According to a
recently released Chicago
Mercantile XExchange pamph-
let, sich & person wounld be a
spectlaior and a lover. He
would 5ot be # gambler or a
fighter.

Leo Melamed, chairman of
the Mercantile where such 3
per-cent-down  buying Lakes
place, writes in the pamphlet
that a successful comriodities
speculator should be a lover,
noi a fighter,

He explains that trading in
commoditics is *'one of the jast
adventuresome fronliers”
where a man must rely solely
on his owo ingenuity and com-
mon sense.'” the commeditics
frader (fronliersman), he
says, must love the markel
(his frontier) because ‘‘the
market is always right.”

‘Den’t fight it’

“1f you treat the market like
the ‘woman you love and do
what pleases it, then you will
be rewarded. If you think
you're smarter than the mar-
ket and fight it, then you'll
lose,” he says.

I the market is going down,
it’s mot smart to iry to pick the
bottow. You should wait until
the market starts going up and
establishing & trend, sccording
o this way of thinking.

“Commodity fufures is one
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of the last significam fields re-
maining where someonc can
still pyramid a sizeable (or-
Lune from a modest in-
vestment,” he says in  the
pamphlet entitled *“Com-
modities Futures Trading,
Mystery,-Myth and Mandate.”
To do it takes honest concen-
tration, an adjusted person-
ality without major hang-ups,
and a mature lemperament
and character, he explains,
“Youn mwust strip yourself of
emotions to allow for unpreju-
diceq ipterpretation of facts al-
ter you have enfered the mar-
ket o 2
Gambling or speculation
Writing in the same pamph
let, Dr.'Charies V., Hirlow, as-
sociate professor of finance ar
California State Lollege, Long
Beuach, says pommodity trad-

TR HYRE means gar .ing.

Rather, “it's speculation, he
Says:

He ¢xplains that gambling,
such as horse racing or rou-
lette, is the creation of risk for
the sole purpose of somcone
(aking the risk for the oppar-

tunily 0 win money,

Speculatico, on ithe other
hand, dea’s with the risks nec-
essarily oresent in the process
of marketing goods in a free
capitalist system,

As hogs grow, are slaugh-
icred and marketed, there are
obviously risks of price change
which’ must be taken by those
who own the hogs or have
commitments to buy them.

So the commodities specula-
tor doesn’t inject any risk into

the economy. He takes over
the relatively lorge risks of
others in return for the chiance
1o gain a large profit.

require love

Harlow, who co-authored the

“Commodities Futures Trad-
ing Guide,"” noics ‘that the
commodities market is a
“primary market” and unlike
stock exchanges which are
ngecondary  markets" and
which “supply little new equity
moncy” for American busi-
ness.

And without the speculator,

says Harlow, fulures markets
could not function since specu- |
lators provide the nccessary
base for liquid futures markels
and therehy, make commodity
marketing more efficient.

“One contract of pork bellies

traded by a speculator might
well reduce the cost of bacon
to the houscwife by reason of-
the reduciion of inventory
price risk to a packer,” he
writes.

“Those¢ who speculate in the

commoditics markel contrib-

ule to the gaclal good," Harlow
contends. |
At well as performing a *'so-
cial good,” the Mercantile Ex-
change may be keeping & pari
of Chicago’s heritage alive.

Chicago was once the “hog
butcher for the world,” but
this all ended with the dwindl-
ing and recent closing down of
the slaughtering industry in
Chicago.

But the Mercantile, through
its active markets in pork fu-
rures (Live hog and pork bel-
lies contracts), is maintaining
the city's repulation as a Cen-
ter for the pork industry,

Those in the business of rais-
ing, processing, selling or buy-
ing pork look to the Mercantile
for an indication of the present
and future price of pork.



