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No Cinch in Commodities

By JACKh MARKOWITZ

Poal Gageils Wagyiaewy Elte
(Secand article of a series.)

“Infelligence, fortilude, character anid advenluresome spirit
. . . Honest concenfration and adjusied persanality without
major hang-upe, 3 mature leeperanienl and character . . "

What are these? The qualilics necessary for a palar ex.
plorer. an astronaul, a candidale for President of the United

Slates?

Nah. These arc juzl lrails
that add up ta a suvecessivl
speculalor in commuditics fo.
lures.

Even "suecessful’ means
vou'll guess wrong &0 fo 30 per
cenl of the time -- but the 20
or 40 per cenl of the time
vyou're righl, wal'll make
enough prolits {o erase all the
losers.

Such is the chararter por-
irait drawn by Lea AMelamed,
chairman of the haard of the
counlry’s faslesl prowing com-
modity markel, the Chicago
Mercanlile Exchange, which

thix vear i erlehealing its S01L
Birthilay and aboul $30 hillion
worlh of conlracls Iraded,

o Clalm Thal 1s Easy

One thing Melamed and
CME President  Fverenl R
Harra dida’t ey e do at w
sumspasiue of linancial report:
ere i thele bustling market-
pace the otler day:

They didn'd make vemimadi-
lirs tracling sovnd casy, in
these davs when people with
maney  thiaeal in the sieck
markel. perhaps?i are laaking
for a speculalive ladder (a it
them up ahove the hiph
seralching claws of inflation,

Bl they did make il tound
popilar — though There is
surprisingly. mn reftable nose.
coind of canmadilies gpeciln
tars eamparable, say, tn the
ew York Stock Exebange's

o ealiuate of 264 million share

halders.
And they did make Il sl
POSSIRLE 1o make a killing

“Commuodily Tolures  trad-
Ing," said Melamed, *ix ane of
the last signilicant ficldy re-
maining where someone can
still pyramid a sizahle forlune
fram a moadest investment."”

Rl then he came right back
and slressed that of all a
fellow haz in hix bank accsunl
is a “modes! investmenl”" —
he betler fergel abaut com-
mudilies speeulaling, quick,

The learning provess alnne
iz likely In eal wp envugh of a
novice's wmoney lo dull the
glars in his pres — unless, of
course, Uhose high qualilics of
“fTurtitude, adeeniuresene
spirit, ele . . "

Leverage s Itig

The reason a “minjest in
vostpient” ran - semetimes
— heing A joxTully inmodesd
redirn 38 Thal commodiliae o
tures are (raded on margies
far thinner than the 50 prr
cend usually prevailing i e
slock market. Try 1o buy (U]
shares ol S100 corporale sinck
warlh S100m, and you nor

mally have 1o put up al leasi
£7.000,

Dot iry o by a carload of
“froscn pork bellies™ ~. 30,000
pounds of uncured bacon
worlh rougkly $13.000 — and
all yau have lo pul up is $700.
You gel wide leverage on a
relatively:  small  amoupt  of
rash, witich the men of the
Mereantile Exchange liken to
“eninedl oney™ in a real es.
lale purchase.

If “bellies po up.”™ the car-
lnad can be re-snld 1o sume
olhier speculalor or Ie an ulli-
mgile purehaser of bhacon in
carid  lols ol consitirabie
piealil [0 1he mnan wha gues=pd
righl on what zuch a commad-
ilv would be worth snme
months in the fulire,

The point is, Melamed
streseed, knpwledge i neces-
sary for such Irading — or
clse the §i0h is as good as
thrown oo a roulette fable. I
can he wiped out in jusl twa
fdays af Talling prices for bel-
lies an [he Mercantile's busy
Mot

Oudly erouph, lhe pamhler’s
pstinecl. Melanual sweaes, 8
precisely the wreong ammuin-
lion lo bring lo Lhe game.
"When gamblers (ry their skeil

at commedifies. they invarias’

bly lose, Commoditics [ollnw
Ihe laws ol econnmics, ol sup-
plv and demand,

“The rulez nf chance. otlds
and peobpbilities just cannnt
he applied successlully.”

For example, Melamed
cays, (he pambler has a leod-
rocy 1o shick toa long wilh
falling prices, keep mecling
“margin calls" while hoping
fnr a rise.

Limil the Downside
On the confrary, the sounder
rile it In limil lnasex (he
sliflupperdip wav: "Il vou
gel a margin call = gel out.™
And i 2 riging markel,
Lywwing teaders will ride willh
e trend far longer thas a
sweaiv-browed  gambler  will
whils 1= why M or 40
pereent mood trades can wipe
awae o larger numiher of rela-
fiedn small lnsses

Momever, Melamed siressed,
wo heand of luck or supposed
“inside tips” can bring frad.
ing sugeess.

Instead, the speculafor has

fo Lie hocume a lurd-nosed
studenl of whal's likely to be a

strange licld of expertise: |
quarierly slfalistics gn the bog o

population, slaughlerhouse-ar

livity, Ihe wealher, feed coslr

and numerais ather [aclors.

I's Intercsling thal lm:tr-.".

pork hellies — a barnyard -
sounding name (hal profes.
sional public relation: men
warned against in 13681, when
Ihe mercantile exchange s
tahlished lhe fulures contracl

in it -- have become the most

aclively lraded commodity in
the world, The palpable ugli-
ness of lhe name scems lo

intrigue people. M

Live cattle, hogs. shell epps
and a new one, lumber, are
other fields of experlise the
cily speculalor is inviled 1o
become an experl in — provid-
ed he has some “learning
mancy” lo lose,

Rise in Volume
ME President Harris noled

that ¢ommodity lrading vol- :

ume on all exchunges is up 16 :
per cenl this vear over Jast — - ¢

100 percent at the Mercantile.
Chicage's olher huge ex-

change, the Board of Trade,

deals mostly In grains,

Together these two pecount

for ahout 80 percent of com- .

madity trading, while some 15
other markets Iln New York,

Minncapelis and other ceoters |

deal in coffce, sugar, varlous
mietals or other commodities.

The normal customer order
generates $36 in commissions.
so there's a natural intecest in
increasing this business. Bof
is speculation snmelhing lo
encourage? Docs the Mercan-
tile E x ¢ h a ng e really wanl
mare speculators?

“The right kind of specula -
lors.” was Lhe answer,
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