By MARGARET LAWS

HICAGO—Merrill Lynch,
Pierce, Fenner & Smith—
what an impressive name for a
law firm! So thought law stu-
dent Leo Melamed when he
went hunting for a part-time job
back in the 'Fifties. He claims
that he never realized his mis-
take until be reported for his
first day of work. He was sent to
the Chicago Mercanfile Ex-
change, where a Mermll Lynch
commodity trading desk had a
vacancy for a floor runner.
“That’s how dumb | was”
exclaims the man who, as chair-
man, past chairman, and cur-
rently special counsel to the
Merc's Board of Governors, has
been in the driver’s seat at the
Merc for nearly 15 years. Dur-
ing that stretch, the exchange

Not only did
Melamed’s currency
futures market
succeed, but it also
became the precursor
of a whole spate of
futures in other paper
instruments.

has emerged from relative ob-
scurity to lead both the com-
modities and capital markets 1o
financial innovation.

Whipping his top-of-the-line
Porsche through Chicago’s
rush-hour traffic with an ag-
gression touch that betrays his
days as an amateur sports car
racer, Melamed makes is quiet-
ly evident that his self-depreca-
tion is not meant to be taken
seriously. He is a man pos-
sessed —self-possessed, that 1s.
A wiry man who stands, nuybe.
5'6", Meclamed's ego soars at
least twice that height. And per-
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Vanguard of the Futures
That’s Where Leo Melamed
Has Put the Chlcago Merc

haps because so much of that
cgo is wrapped up in the ex-
change, which he unselfcon-
sciously refers to as “my child,”
Melamed shows no sign, despite
frequent gossip, of stepping
down from the Merc's adminis-
trative totem.

In financial circles, Me-
lamed is best known as the fa-
ther of financial futures. That

child, the Interna-
tional Monectary Market divi-
sion of the Merc, will be 10
years old this May. It offers
currency, interest rate and gold
futures contracts. Recalling the
when the industry
laughed at his cfforts to get an
iniial market in currency fu-
tures off the ground, Melamed
points out with supreme satis-
faction to the way traders these
days talk about financial futures
trading volume overtaking con-
tracts in conventional commod-
ities like wheat and soybeans
within a few years.

Not only did Melamed's
currency futures market suc-
ceed, but it also became the
precursor of a whole spate of
futures in other paper instru-
meots, ranging from U.S. Trea-
sury bills and bonds to bank
certificates of deposit and gov-
ernment-insured mortgages.
from Eurodollars through many
more exotic fauna stll to come.,
Other exchanges ate their words
and scurmied to find room to
house the new-fangled pits, The
latest figures from the Com-
modity Futures Trading Com-
mission show contracts in fi-
nancial instruments and foreign
currencics- accounting for some
25% of total commodities trad-
ing volume, compared with a
munuscule 2.4% share as recent-
ly as 1977. By companson,
grains, the traditional bastion of
futures trading activity, have
shrunk from a 51% share of vol-
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ume to 40%. And total com-
moditics futures trading activity
more than doubled during the
same span.

Meclamed stepped down as
chairman of the Merc at the end
of 1976. But, although other
photos have been added to his
in the rogues’ gallery immortal-
izing past chairmen that graces
the Merc's reception area, it's
no secret that Melamed has had
much to do with the election of
his successors, Nor would it sur-
prise anyone in the Windy City

1982

Merc's Melamed: In the driver's seat.

to learn that the incumbent
mects daily with Melamed in
his capacity as special counsel
to the CME’'s Board of Gover-

nors.
These days, Melamed de-

votes half his 12-hour working
day to Delisher Investment Co.
Inc., which he formed in 1966 to
handle his own trading. The
firm now boasts a payroll of
30-35 and has expanded over
the years 10 manage trading ac-
tivities for institutional clients.
The other half he devotes to
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about the Merc’s prospects in
commodities . For his
part, M says “options

not provided adequate [price]
insurance. But as vel, no one
knows which.”

the original currency futures
onward, is, of course, the uncer-
tainty and volatility which rid-
dle contemporary capital and
equity ets. Although the

futures industry Mas now
latched on to this concept with a
it was slow to grasp
that the world was changing
into a place where today’s Trea-
sury bond could no more be
counted on to bring a sure price
tomorrow than this month’s
sugar prices can reliably predict
next month's.
Melamed says he stumbled

onto the himself *“by
m.“hlheﬂw'smhh
basic overhaul of the CME was
com

plete. The small exchange
specializing in egg contracts had
had its antiq rule book up-
dated and its stafl expanded. “1
do believe | helped create an
exchange

among
members,” he comments. Oth-

lamed’s curiosity was piqued.
He threw himself into reading
" ing | could get my
hands on™ about contemporary
finance. By early 1971, he had
crossed paths with University of

economist Milton
who

Chicago
Fricdman, pronounced
that the stable world of
the Woods currency
system was doomed. “It all ad-
ded up 10 a currency crisis,”
remembers Meclamed.

Figuring that world leaders
would refuse to admit that the
system was broke, Fricdman
advised that it would be a cou-

wouldn't oppose it.”
Then in December 1971,
Bretton ‘}Voods took the world
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one full year. Six months later,
on May 16, 1972, the Interna-
tional Monetary Market opened
for business with its foreign ex-
futures contracts.

“For the first three years,”
admits Melamed, “the new con-
tracts didn't do that well." But
Melamed persevered, cajoling
traders into support for the new
instruments, and by 1975, the
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