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Al and Rarry duve Boen wading wordines with guch other fis
yeary o the Sardine Exchanpe One morsing, Aby sngrify con.
fronis Hevwy on the flove, "Hassn,” be s, after ail thee
years of dening busincss with cock ather. b ovled vou 4o theis b
e U oviaed””  Abe, wivet & T do” anls Narry. Bepdiaa
Abe: 1 npremed @ com of tee sardbnes vou soldd me Terendy,
They ware sutien”™ Harry drapes @ comling aom eo nand Abe's
whosdder. * Aby, don’t you undersand ™ e v ' Thoss s,
diner wren 1 for sutinmg, They're for oading

= Ar il fadwrey fogdusery pols

veglen one warming bo the sight ol .mmdm};m

dumped on Bis frond lawn, I
While still in their mmﬁh:‘ﬂ“wmw mqu
thirgs like plothing how 1o corne » suppiy
hmh ﬂﬂllﬂ'll dmu-whn.ﬂcm.h,vmﬁ':ur:n;um;ﬁ,
futures are already Buc today no one is Laughing. Like 4 characier scioe who s
a racuated s lrading roies, fuuics Bive moved 00 13 center stage
'bﬂh‘.ﬂ eVery  of isscrmsonl (inasce. They are the focs! pot of mazy of thy

“m of world Mol Cymeeonc, IReos mive dmr-

Warkets  And Beir impast s

n e world's capial
felt in every quaner. by

elize how dangerous that rab can be ™ By
crobling & Gealer with, say, w-long posivon

capital markets.  tasks. by imurers. by mony mansgans. by el
\'ﬂ'ltwlllthl m.hmmmhmw
Yy Fotures av rory than just respocssble They ore in.
be like when l‘h;ﬁm:lhl_un_mummmﬂ
s trudivonal agriouitmal commad ties but
M grow l-lP? "Mm::un.w.nhrw_rh-n
Feunca) fulures rva rom fubures, oa 11 %
by Cary Reich h-dmhunmmpl."mnnmmmmm
- ot i ;
T e of deposis w fu- inchange ¢
‘?;H wres oo such shock indeses as 4&:::*::::&

the Standard & Poor's 300 Knous
reveenlly on e commadity exchasges as
“pork belliey in pimtnipes,” Toancial fe-
wires have Wheo the Fundaments’ poooiple
of off feicres vehicles — the promise w
buy o sell 3 specific sem dunog 2 spevific
month &1 4 preesishlished price — and
molded o mevalution o of 8. Consider the
Tollowing.

o Duaily voluane and sotal positons in
the Treanury hond and Treassry bl futures
marbef moe omutirely eaceed the volame
and pow trois (v the wnderd yinp cash rarkel
in Tressers secanitics. In the opirdon of
Firvt Doston Conp. econemuss Alben Woy
milrwer. "0 is the perception of fonmes
speculaiors rather than of fimancial mshre-

Bous that will go far w0 dewer
mrne e M tustions of intetest
riss ahd O shot-rin ehb and
fiew of busineis condiboe., ™

& O loasl sin occpomn since
Oxtuber, the Tading yelume of stock-inden
fotires — when mesurnd by bow many
siarcs of sinck exch futures contract repae:
s — cweeded the same &y voluiw
on the New Yok Slock

® Seme 200 bumks in e US.. in
cluding nicetesn of @x wp 10, use finsn
viel futares 18 asaet ead lability smmage.
renl and povernment bood usdng

® Morgan Guorssty Trust Co,,
Citibasa, Bonk of Amercs, Bankers Truu
Co. and Fiest Netional Baok of Cluicug,
=nong ocher big banks, huve become of are
hing st=ps to become fall-Redged futures

teokens ond rochange

subsidiaries. Ay fanees
broiers. they wall be abic o denl directy m
the markel P their ond scCounts snd for
thelr campspondem Paek end corporaic
clieniche.

® Sevemal lurge corpotuie pession
fumds, incushing those of Fxaon Corp. and
Wistinghowse Hactrc Conp , have
i stock wades fulsios s imporiast
maathot-eneng and tuding vehicles.

Must of owese developments Mive
came about i the lo year. Indecd, in
many respocts YND wik M watetihed yoa
for the fimnnciol futures market. Leo

2y amyone 10 wFamce the canse of finanoal
te fimancizl world o lest acceplod wnd
embracnd the futures markes o & leginie
mute pail of the community.” For one
thang , it w e the vesr that Craaraniy
b st Morge it aaé g

string and joiming the
put @ sump of hegimacy an e e
ketplar thy alryer aothing el could ever
have done.” savs Lawsence Geraghey ol
ContiCommeduy Services., o major
Fomurcs- wading fiumn. It wis alvo the year
whea steck-inden fumio made their debwe
el ok the equiny Farken by woem And
T9E2 was Whe year when the finst major
mei-U S, financial fetorg marieplace
wan bown in Loadon

Just beginming

Yei. v for an the murket's Leading
peopuncnly are coteoaned. the revolutian iy

oy b

puiding forve behind the fme interest mate.
fameses comdracts . claims that “'the

i 1963 ar where the aalcewtvle by
wiss i U917, W'y jusa a baby " Loewion Is-
wrmtions’ Fiarcial Fowrs E

afditional wuyy of avouling mek and st
mg cxposute, and [ think the velutiliey of

i Tredeury bonds to offact il Sevigh S

ing: bills wversus CDs, bills verias potes.
The Twtures markst can implemem
stratepies e ways thyt aee difficulr or im.
possinle befone fimanoal fulures came

slong.”" What's more. dealen can of
fortlesaly move positknns whise siee . m the

reny Tuteres, and the Indzy sad Opoome
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trading in Jevuary), will be ane of 1983"s
hottest prodacts. Yoo san mading these
things anc 2ey re sddicnive, * s Charles
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we pressdent Broce Murguard,
who adds that “whelc the cloarest usc of 2
s on the pension side, we can abo v fu-
RPN Fuars Beed Tees cOmEac o hevige
oursetves andil the Pumds corme in "

What risk?

Yet, & quickly as things ate progress-
ing, there are twse w8 the exchanges who
feel they could Be maving cven fasier As
Cricago  Mercantle  Excdange prevident

Clastem Yeaner vees o0 ““We still have a lot
of harkos, savings amd buany and wearanve
companies who ought 0 br wing theg
markes but siill aren 1 IW's mot st an ob.
fipation o ool pun e fesch and sloem
e imntituteom huve an obligaton tu thes
shareboiders w lcem. Had some of them
Been using the ket in the bt five yoans.
they would have o hec ko ef o b moee net
worth than Ty hove mow ~ Then Yeumer
wriens the line thal = [ast becornmg.a rally

ory for apostics of the futres markst
“He who b not 4 e imlones, B
asperalstoe * In other words, the rowl risk
tekers aren’t those who we fnsncial fo
tures bt these whe shun them

Why is thers sl this bedrack of resiv
taswe o Tuteres?

Tor sonmie marhet paniisans, B is shoglsy
a matter of hidcboand comservatism
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effening contracts that, sxcepl bor g few
techracal twists . were viroal duplicaes of
thse shrcady waded m Chicago. Now 3
e TEe B oon e bl optom of Tutures
Warm onc (efurss eseculive, ""We
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are gosernieni-notw fetures, Mt B corre-
larion s mof there,”' says Chase

Hank exccvtrve vice presldent 'W
Sehoellkopl. *“You can got creamed,




As the exchanges oy 10 lure more 15
slinctional playcrs — of as imsBiubons ¢sen
mane icflaenic — € tomplation could be
Erest 1e list contracis pronading that coere
lition. And same obeervers think cuch 3
counve would spell disaster for the fesures
market. Comuliant James Kust Dew,
fonner sesesnch o of e Intome

Market, points ot that
“the things thut i ttaded 12 futres
hm%&h—iﬂh:w
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ing exirhitapt amounts o sy by Lkirg
what one man calls * Wrle pieces of fesh™
from orderss. <1 met @ poy down thew once
o 11 o'cdock in the murning. ™ an upsliay
maker recalls. “He told me, "Well, I'm
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miments s the futures marke! Sech
fined rate Joaes are alreads being offered
by Crocher Natonal Bask and Hueris Trus:

mincd fixed re. In effocr, the cempanies
can put & cap on thew intores: costx; Mer
rill, w tarn, is sble oo bodge v Comenil
ment in the Melures murker

the

the
officer As Laurence Berper, munaging di
pector of B P Maorgan & Co s Metures sub-
sidrary, Mongan Fteres Uorp | poants om,
“h van well into the 19505 beflore mosz

on their seceivables, on their exporiy, on
ther raw matenials, and they begas to de-
velop programs 1o manage aeks. It's
mﬂ'-t'ﬂlﬂﬁ“MH

Drenel’s Sandor i even more emphat-
e, “One day,” be says, “there will be &
fistle sty an the nght-hasd column of Tae
Wall Strert Jowrnal abopl some corpora-
o thar savied 350 million by kedying. and
whaat compaemy s (our lirpest compeniton, ane
gotrg o call their CFOG on ond sy, "Why
dida’t you do that™ They re going 1o al,
“What the hefl is poing on™ You meas you
could have hodged our LishJites . and wu
i

Alcudy wme vestment bunken are
suggesting (hal dunng the et (% upium
commencial paper wsers might well be
Bedgmg thes comaurmenn by seming up
semultahoves shon posaioss in CD futeres
— sance theee v high corelation Fetaren
€D rates and commercaal paget rafes. And



predicts, “There is probobly me sto

Jrowm attempiing an indes o0 freight retes or r'a_!rlf'lm_ |

FutuPes forecasts

made Chicago the cemter

e Dorrowens migh seck 1o kxk 1o
:i::urm meic priot bo @ muper siderenil-
i By shortitg Trowsury bond fotures. I
racs vk By The e of the underwiitng,
g paan i the Telures ponition could afhet
e imcriend Crst of the hgher rates

In wha respect. corporations could
well follow the lead of investrmgm N.ﬂ-;'.n‘
who wie shready b0 some extenl hedping
ahrir andew ity Coommibne st in ke fe
wres market. Salomon Brothers. for .
shamew . tsed humunes 4o bedige sh majpor un-
derwritiag for IBM Corp. in 1979 (How
ever, soch undcrwnting bedpes moy mot b
o i prend g spnte Foluees-indnty ad
wocates labon. Remarks Salomon Brothen
pasnfing drecta Thomss Straus: “"We
pare’y Uit luluses 0 bedpr new issoe
gomridments. We're misk talors, and sk
wders don't bk to hedpe every cusmmi
ment. )

Tinsng taitice

Perhans the biggest prowth anca of the
pucket, ol least in G nedr i, could e
stock-indes futwes. Thas far, the majyr
players in et market have bees stock ex-
chanpe specinbive. and Wall Swreel bleck
waders, whe have been assembling
minibaskels of stocks that roughly spgas
imule the isdeacs wnd ooding fewres
spainst thase. I addstion | there has Seen
Ecavy specaligive day bading, in whach in.
westors ood onldly bt on that day's mose
renl 18 the markot but abo aciually arts

the fulures wwiverse. Today
Metamed (s poaiticely ebullient abaut the procpects for
Simanciel-indes futnres “We're guing o see rome oltesejy
af wdices that! have nothing to do with viocks,” he

g rome exchange

wage hetwocn difteress imdes futures, (Omne
favarite plos involves arbigape briween
the SAP SO0 future and the Videe Live
Inden folwre waded on e Kasn City
Board of Trade. |

Heavy imstiotional invelvement.
however. may be jost ever the horigon.
“The abiliiy o aher mrarkel CApumune
qerkly and encapemively » of Femendon
value,” notes Salomon’s Margalis. “To
ke & £70 melive partfabio fram 100 o
ont invected o 90 peroest lmvested, you
have ko sell €7 milbon wonth of stock. Then
you have the guestion, Wil ane vou Polag
sl The best performee” The wonst?
And selling 57 malfion of sock FE T e
sorme skill Rl selling 57 million in SEP
foumes — spproximately 1O SAFP oon
Aot — gocs by im an isdang. It k0" even
mcticed in the marketplacy ' Using stock
i (Stires | 37 eatitimion cun take adv s
mnfavummm“mw-
pone the cammbunem: decsico miliag o
to which stow ks bo v on sell. As Muargalis
sees i, “"Owr of the rewdi of the o4 Kienge
of this murhe! will be et mariker rming
will be 3 respentable swatep s Again hoowusg
of the wbulicy o alter he stock-cask Jevel
very chesply and very efficiersly '

As 3o salded Isdecement 1 L
Lo, Salomon s pormting vut o thers ghe
Misgwicing pobing wn in the futeres marker
& wmy pven e, fe fetares have Boen
cither grossly undervaluad or grossly ougs
vitined o relarim % the undethying mdey.
[4‘dntqurui}. Salomen “ccls tha by buy
ing v sefficiently undernriced fotures con
Wail zn e can he Virtually cemyn
of vilperforming the SAP HOby lw |8
petcent over a fwo o theec-month ponogd.
Hoeh the Exaon and Westinghouse pession
lunds, usiag Salomon o their beoker, om
ployed such semicgios during their recent
forays o fuiurm

Anciber aliusing feituir of swxh-
ey Tutures is that they tend 1o serve an g
leading indicator of immiscil moves in the
Doa Jomes aveorage. This ray be parily
self-lulfiling. sisce NYSE specialises sy
speading almost v much time fulliaing
WOVEmeDl 00 the fumeres marke! o
Mmovemwents il her own. Neverthelsa i is
real, mmd i bas fed o sorme pecaliar caas:
andefect relatiomshipe. in the marcet For
invanee, one day hast Decormber the Trea
cury bull marker on the IMM was fallying
While SEP funercs were languishing . §ince
T4l wadiag cBones cartier than the SEP

futergs mackel, the ncwly flash T-bid)
weders walked over o dhe SAP pir (e
commuodity marler copi slemt of 3 Faing
post) mnd hegan aggreisively mading
sack-amdes futires. The S&P futures
began 1o rally — wnd o, some eeEics
bazea, did the Dow. Although no one could
be cortun, Dherr were somme sIong sunpi
cioas that e T-bil) weders” prosperity bud
& hot 1o do with the sock masket s peifoem
mnce that day
Puinted criticsms

Such feats wre bound W adid o Be
already comiderable appea’ of sock.12der
funires . So afe options on stock indes fu-
tares. the lalest wniaie, wiuck because of
hewr hinvied downsode risk hotd enoimous
sttraction for retai] imveston, “The poren-
tal in ohis prodwct.”” seys Memill's Howt,
Vis buge, suvseme. ' Yol the VEY [eopu-
Lariey of these msanuments nlye PORES W
roubling questiors . As 3 top pariner al coe
majof imctmesd banking howse puts i
“Wha s the socal value of having all
thee dervative securines” How muny
beig people are Sunlang abost all these
Bongs. and what i sociery gainieg ™

Seae of the most poimted criccroms
bave come from former CFTC commus-
sioaet James Steee, who befl the commis
0 81 e end of Jasssry. ') am somewhai
oorcerned when | osee public fundh 2ul
shauld go 1o real insestesc staying in
shoer-term speculation inssesd ' Siene 10ld
Pusiswvionsad tavestor. 'V'm all for specw

futioey ps onl in e Aachinery . Bt while &
few drops may make 3 maching nan betier,
you certmaly dan't wen o powr @ whole
burrel in. "

Stone belicves that it's bealihy ~whes
Poople base ther decisions on whiher w
boy and wel! socks on the fundemcntals
Teat is mseful. W'y nol @y troe that § e
meadius  ithachenenr 1o puesaing  which
Wiy the index 1= gueng W move his the
ame impact ' Concludes Sumne., *) don™t
Wil bo wee the mibon desude it bumrgn and
CEpitsl resours 10 3 gucrsing pame in
siead of o fundemental cogrital farmation

Stwoc v pot wlone m hanang these con
cemn Comgress revenly maked the Fed, the
Securities and Fxchasge Commisnon and
e CFTC 10 do 5 5 eailloon Hudy o e
impect of the futures market an cigtal
borruton, Nevertholow., industy el
are confiders they can put sach wormies 1o
rest Stock-mdey foturss, they insst. are
nol 3 pamihicy vebacle: thew wre & forlgieg
L

In B messtime, the fusures Mok
forges dheid. The meat big privduct move
will be fumres e various o
[The NYFE already afters Fatures on a sab-
inder of fimsncual companics. | And alter
That* “We're poing 1o sce some wiempe 5
indices that hove mothing 10 de wimn
Mocks," swys former CME chairman
Melamwd Once the indes world has been
beaached, there & probobly wo Moppeng
tome cachamge from sriempting an inde
oa freight rates or iEsrance ttes of the

Fed Tund =ule or the consumer prics by
Mo poing e havg te try iR g oty
thas stochs. That's probabily the mext feve
Retunery tiiag * Al the Chicage Board pf
Trade. pressdent Thomms Domovan iy Juisa
&= rhullent. "“Thene’s just no Ielling what's
Fong 1o happea i the newr future,”’ e
2y “is a geestion of what the asers in
e marker demond. I thee < 4 Breat deg)
of risk in & comain wrea, there will be g
conract Bul oovers that risk. We're going
W cover every pan of the yicld cyrve.

And once e financiad fulsres mariyy
eatgusrs the Uinitod Sumass, it will set iy
sights om the world A study 1 already
under way of b WSees market i Singapury
it could have some liakup wilth the 1MV
13 (g An sstomatzd litermativnal by
wres Exchange, boed in Bermuda,
schedulod o s operations s menn
Akxbouph LIFFE in London staried sloaly.
chamsn Barkshav poton out that “ie the
first @ree manths we had & 1ot solume of
250,000 contracts, egual £ what the Merg
achieved in it fird year Growth mow w ]
De ot o far faster rete " Once Singaparg
sars wading, Barksbune envisions the (e
24-bor futures marker. in Lo odullan.

“There’s a buge pie our tere from
shich only sliven have boen taken, M
MNational Funres Auwncistion hesd Wil
otk “There's & fontasely apporents
oul there Jor business =

The legions of pon-stnpad pork bethies
— 252 their PLD. followers — mii on the
rurch. #



