A founding father of the Chicago centre and a comparative
newcomer in London talk to William Hall about Liffe

LEO MELAMED, one of the
founding fathers of the
world's financlal futures
industry, remembers the day,
10 years ago, when he went
to the Bank of England for
lunch. Melamed and some of
his boys from Chicago were
travelling round Eurepe try-
ing to drum up support for
the Chicago Mercantile
Exchange's (CME) npew-
fangled project—the Inter-
national Monetary Market
(IMM).

“They felt we were stark
raving mad, but they did not
let It show™ recalls Mr
Melamed. At the end of
lunch, a senlor official of the
Bank of England wished Mr
Melamed his project Yok
and asked politely whether
there was anything the bank
unuhhln!p “ You could
float sterling,” quipped Mr
Melamed, and there was a
stony silence,

days later,

A couple of
sterling was floated and the
era of Increasing instability
of, first, currencies, and later
interest rates, was born. The
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Development of a good

IMM could not have h for
a Ereater stroke of Ju

Mr Melamed is the first to
acknowledge the help that
that stroke of fate played in
the IMM's early success.
However, its emergence as
the world’s biggest financial
futures market is in no small
measure due to his own tire-
less efforts to promote the
ldea of financial futures
around the world.

Trader at heart

Aside from foundipg the
IMM and holding the position
of special counsel to the
board of the CME, Leo Mela-
med Is still a trader at heart,
and even when he is not on
the floor of the CME “I am
still trading somewhere,” he
says. uently, he is one
000 B Siauiel Radle o
u e weak-
nesses of the new Lendon
financial futures exchange,

“I believe London is the
most likely international
market to have a good chance
of success,” he says. Because

floor crowd is needed

of the different time zones
there has long been a need
for a [European financial
futures market and he also
feels there is a need for one
in the F;lr East, whmsli':‘:l
putting his money on -
pore, which the IMM s
advising.

One of the major strengths
of the Chicago financial
futures markets Is the gize.
able number of wealthy indi-
viduals who speculate on
price movements and provide
the market with lquidity. Mr
Melamed Is adamant, how-
ever, that Chicago does not
have a monopoly on these
individuals,

He thinks London will
attract similar people, whe
want to take advantage of
price movements for their

Mr Melamed believes
that London can learmn a lot
from the IMM's early experi-

“Ope has to develop a very,
"lllz‘“llﬂ'illl and able floor
tra mentality and erowd,
becaunse liquidity in 8 market

Mr Melamed argues that
the development of a good
“floor crowd” is most Import.
ant for the success of any
market.

The other plece of advice
he offers the London market
i Dot o expect am early

Leo Melamed,
counsel to the CME board

special

success, “Jt takes a great
deal of time. E{Iugflnnhﬂt
an easy thing”™ SaySs.
He believes that it could
take five years before the

Such advice might seem
self evident but the track
record to date of other U.S.
financial futures markets,
which have tried to ehallenge
the IMM, show that they have
& lot of validity, The New
York  Futures Exchange
(NYFE), despite several
:luul Hﬂqu "l: the

cking of erica ggest
stock exchange, has falled to
make much impact,

At the end of the day the
Success of a market depends
very much on the skill and
commitment of the traders,
As one New York dealer
commented, “If we had had
Leo Melamed to develop our
futures market it would have
beat the pants off Chicago.”



