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| THE WILD WORLD OF COMMODITIES

By WILLTAM . KREGER
Jouvrnal Business Writer

CHICAGO — To the unitimt-
ed, enc look At the welling,
hand-waving traders on the
Moor of the Chicngo Mercan-
tile Exchange (s snough (o
lmp‘- HOMEe such Feaponsn
an: ""They'ra orazyl How £an
business ransactions ba han-
dicd In such a manner?®"

¥ot it iz done, and with a
remarkable depres of aificien-

The whole arca of commondi-
ity futures trading is onc that
not only han experienced
henomonal rrivwih oaver the
vionrs bul which is gaining thn
interest of more and more
ﬁpﬂﬂlﬂlﬂfﬂ as time gocs on
nmad a=m now oommodilies are
addoed.

I THIE FPFACIFIC HMNorth-
wesat, few poople, untll faicly
recently, were aware of what
futurcs trading I=s all aboot.
Mow, howovor, with trading
baing cnrricd out in both lum-
v and plywood fualures con-
trocts. there i interoRt on
several levels, Producors aceo
Ionikinge oten ol lomriningg
abaovat the intricaclies” of fu
tureés trading to protect their
Iinventories against violent var-
intions in cank mmrkai
pricox, Wholoaslars, (oo, Aare
lsoking Wy the Tutures markets
as hedging mediums, Al=a. 1o
an increasing extent, builders
are taking an inlerest (O sScCo
how thoy san predect materi-
nla prices. A few speculators
are also emnering the prcture
loenlly,

Tho averooe
abouts, whoa has not mads an
elfart o educate himself o
this ficld, nevertheleas has,
momt  likely, @foma Ingrained
misconceptiona about fulures
trading. Corroctly assuming
that some financial wrilers
might mlao harbor such mis-
oconceptions, the Chlcago Meor-
Exchange this weok
ore o explain
horwe Fulures markets woerk and
to clear up whatever myster-
Ies nanad myih= might Jurk in
the minds of the writers and.
wltimately, their readers.

MANY FPERSONS, it was
noted, =cem 1o think the oome-
modities oxchanper are ot as
woll repulated as the socuris
tiesn exchanges. Mot so. sald,
Williamy M. Phelan, vice presi-
dent of avdits snd investigs-
tionas for the CME. TPhelin ox-
Inined that an arm ol the
1.5. Departmoent of Agricul-
ture, the Commadity Ex-
change Authority, does indecd
o in the cosmrmasditics narket
what the Securities and Ex-
change Commission doos in
the securitics field, Furthor-
more, he jpainted out, the
CME sand the Chicago Board
of Trade cxceed the require-
ments of the CLEA, doing their
oiwn policing and l"'_.i'iht!.hiﬂ.“.
And then thare'a the ofi-
epokon myth that speculators
in  commodity futures  are
really no mors than sophisti-

npoerson here

cated gamblers enpopcd in o)
sophisticaled, legalized <crap
panme. Dv. Charles V. Harlow,

associate professor of finnnce

at California Seato College and
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Futures Trading’s Not A Crap Game,
To Leading Participants

el i1 A=
Mercantile Exchange whare

. = i

WILLIAM PHELAMN
s = = Well regulaiod
an -cknrmindl‘;pd oxpert and
author in his field, disaprees_
“Gambling Involves the &rca-
tion of & risk for the sole pur-
pose of somcocone taking it , .
CGamblera are willing o soe-
cept these risks in return fos
then nppnrtumlﬁ to win some
mon ey, o explained.
“Spoculation on the contrary
domls in risks that ars noceos-
sarily present in he poocoss
of marketing goods.""
HARLOW WENT on 0o show
that, without speculators, fu-
Ltures markets could not exist.
"Speculators atteammpt (o sn-
ticipate what prices ara goin
to do in the future,” and, |
thay'ra righi the mnake o
profit and if they're wrong,
they lose. In the procéss, howe=
ever, they Inject thelr riske
aapital intn the futurcs mar-
kit amel thoaraby make the
market @fficient and vsoelul o
producers and users who use
the same market for hedging
(£11] M
‘Theres in alao = MMotor of
“wocial utility" Invoelved, Har-
low noled. The stock trader,
ho snid, deals in a “‘socondary
marketl™ in which his invesi=
mienis  in corporale  sharos
creale little or o social wiill-
tyv. The fulures contract purs-
chases made by a speoulator
in coymmoiditieag — m " ‘ll‘ll‘ﬂ-.l‘ll":quI
markiel" — might well eraalc
social wiility by reducing
prices o the comsumer as the
epoculator assume=s the rink
which oiherwise would have (o
be Forne by the producer.
Harlow also touched wvpon
one of the most commaon min-
concepltions In commiodity fu-
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OFEMN DUTCRY s what they o
It occurs In “plis"™”

mll it - - -
of Chilcaps
brokers oxe-

flind buyer or

CHARLES HATRLOW
= = « Too many myths

delivery of that lumber. As
munttesr of {act, Harclow eax-
plained, less than 3 per cent
of futures contracts fraded
over roesult in delivory., Most
such oconiracts sare liguidobed
by salling and evoen those that
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tures 11‘-“.0-'::4’.', = fthe matier of
duolivery. any bolieve Lthae

owning, sav. a enrioad of hum-|
e nr Tny delivory, will)
mcan  that r,l'u‘: hoider of the!
t‘l‘l-ﬂ‘ll‘ﬂl‘_l- _‘L\'I-II have 1o hl:"l;‘l:"rﬂi

crvrys el e L e m
" .

Ccule Cuntomers” orders

by

. _'_,‘_'_-‘_n'
pe, =N
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by attempling 1o
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seller.

ILEO MELAMED
+ = » Gamblers lose
run on Iinto the option month
ara  ususlly dmposed o be-
fore” the Jdellvery "daie elther
by ,selling the contract o
someona  ¢lsce, or by simply
sciling the product on e cash
market.

SUMMARIZING, HMarlow
concluded, “Commodity trad-
ing ix lagitimate apsculation
price movemenls are ot
excessively wvolatile:

hedging

i= nmot an automatic risk-frec|

ORI makor; thare are
aptculalore who win oonsaisl-
ently In the commodity mar-
ket=s: and tradin in commo=
ditiea Is, If anything,
than trading In securities.**

oo Melamed, a profcssion-
al trador mnd currently chair-
iman of tha bourd of the CMI,
called commod ity trading
““one of the Jast significant
fields remaining where some.
onte can still pyramid 8 =sies-
ble fortunae from a modest in-
vestment."* To Melamed, It's
nil & case of mind over matter
— g meil-linposed discipline
which requires a well-adjusted
Een-:rnnllty without  miajor
anpups. Luck, he said, has
little o me piart In the prrocess.
It's mainly o matier of carc-
fully snalyzing the facis, com-

lnﬁ. to a conclusion a= to
whare the price of a given
commodity will be soveral

months from now =— and then
hanging an,

bl T ia a minimal ingredi-
rrll.” maigl Moelamocd, The

laws of chance are relatively
inapplicable and, il anyvthing,
A detriment 0 (uWlures Waed-

ing.'"* The gambler's altitude,
he explained, i omore or loass
disresprocctiul toward moncy

aanier|,
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and *“does nol lead ilsoll e
wards the vigid and disciplin-
ed rules reguired in pood come-
rvaschilyw [T AT Whien

gamblers try  their  skill
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