Intl Monetary System Prompts CME
Foreign Currency Trade

To Develop

Journal of Commerce
a'lICAGU. DEC- ﬁ' — m
dramatic changes in the Inter.
nathnal . monetary  system
have prompted the Chicago
Mercantile Exchange to devel-
©0p 2 futures market In forelgn
currency acconding to Leo Me.
lam!dl M Mercantile
Exchange Board Chalrman.
“This type of futures con-
tract,” Mr. Melamed said,
“had been under serfous con-
sideration by our exchange for
oVer a year, ever since it be-

came obvious that the Bretton
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Woods System was on the way
out, The anticipated monetary
developments and Saturday's
agreement for wider margin

of fuctuation of foreign ex-/

change rates have made if im-
perative that we proceed with
this new market as soon as
possible, hopefully early next
year," Mr, Melamed said.

He discloted that Dr, Milton
Friedman, the renowned econ-
omist and economics profes-
sor from the University of Chl-
cago, had been retained by the
Chicago Mercantile Exchange

t0 analyze the feasibility and
need of such a futures market.
Necessary, Realistie
Mr. Melamed stated that
Dr. Friedman’s peeliminary
special paper on this subject
fortified the Chicazo Mercan-
tile Exchange opinicn that a
futures foreign currency mar-
;et Was necessary and realis-
c' — - —— T
In this paper, Dr, Friedman
stateg that, “it is clearly in
our national interest thst a
saftisfactory futures market
(in foreign currency) should

" develop, wherever it may do

S0, since thet would promote
US, foreign trade and in-
vestment. But It s even more
in our national interest that it
develop here instead of
abrogd. Its development here
will encourage the growth of
other financial activities in

this country, providing beth | hat the

Dr, Friedman polits out
that an expanded band on ex-
change rates “ereates a majar

heed for a broad, widely.

based, active and resilient fu.
tures market.” He explains
that, “foreign trade Is often
conducted on narrow margins.
A range of plus or minus 295
per cent In exchange rates of-
fers a risk to the trader selling
geods for fature payment that
he may receive 450 per cent
less - or - more - than he
might judge from spot rates,
This cowld make a sybstantial
difference in the profitability
of a trade. The actual risk

U.S. Natural Site
As to the place where such a
futures mﬂu_ t should devel-

additional Income from export | P1ace for & futures market be-
of services and easing the CAUS the dollar is almost cer-

problem of executing mones |

T S

tain to be the majer inter-
vention currency for ‘central
banks ‘and the' major ‘vehicle

currency for International
transactions. Exchange rates
will almost surely continue to
be stated in terms of the dol
h.r.l'l‘

“In addition,” Dr. Friedman
asserts, “the US. has the

market can draw for support.
It has the legal structure and
financial stability that will at-
fract funds from sbroad. It
has a long tradition of free,
open and {air markets,”

Mr, Melamed pointed out
that although there are
presently forward markets in

- foreign curreney in London,

Zucich and New York, they do
not have the breadth or depth
that s needed nor do they
have the wide commu
nications apparatus necessary
to make the market viable.
“The Chicago Mercantile
Exchange," he said, “‘will pro-
vide this market with the fa-
cilities, communications, pub-
Ke participation and know how |
of & major exchange." -~



