- value, then for wheat or corn, whi

: - 8¢ for corn (the daily limits) are more than ample for hedging tra
£ probably adequate for speculative transactions. But margins of 50¢ per hundred.

~couraging.or dlscouragmg publie participation in the trading—does not. deserve
- ~much attention’in the establishment of margm levels. Speculation is inadequate on
“many futures markets, but lower: margl. i

- : Capltak ratlo or other ev1de

CONbUMER cnemr PROTECTIO ,ACT - .

;tradmg, imits “and. t;h "margm =E_heu1d be blased up
. record of pmce .changes, Sugar futures prices; whi
years; require both hlgher limits and: higher margins,
: ) ‘have experienced relati :
Under the conditions of recent years, margins of 10¢ per bushel.

ctio ,and
~pounds of sugar (also the daily limit) are clearly inadequate: ) xbably four s
. times this level would be desirable for speculative transactions. The t
- limits in some commodities impose a slight tendency toward contmmty in daﬂy
; ‘prxce change, as they suppress the daily change on some ‘occasions,. postponing
‘it to the following day. In those markets which: have; ‘been studied under unre-
stricted -conditions, however, continuity .of price ehange is not -a pr blem, i
‘The.incidental accomplishment :of margin  level adjustments—that

reulrements do not offer a desxrable*

means of mcreasing speculatlon kthtle

; ~ be ,attracbed by lower marglns would
7 “not be' of the most des1ra,ble sort o Butab the me token, occasmn ea
margin lévels to deter speculatlon are easie:
least desirable sort of specu ' R
'While basic guideposts can ‘be. est the ire ; ,
- it is important to retain some flexibility in order. to-meet unusua elrcumst 10es. -

~ that'can be recognized by exchange governors. And while m rgin 1

be on'the safe side, it is important that they be: 10 higher, I

- ful to idle: funds upon margins that serve no purpose, 1
~discourage the use of the markets. There is ample evidence in
* that the markets which are used most provide the best: estlmatee,
~ provide an:extra margin of safety in the ease“wrch hich
: _made wh’ieh minimizes the role of marglns o

j ng. hous
ssurance of thelr ﬁnanelal mtegrlty In general mar
ng member  can safety be very low ght

Members and non-members of the ‘xchenges tho are n

) toclearing
must clear transactions thron gh clearmg ‘members. ’.li‘hey are requr to’ depos1t

“at least the: eleanng ‘house minimum margin r qulrements with ¢ aring mem-. .
 bers. Most clearing members . police these deposits very well, but there has

“been little policing of them by the exchanges,. probably because the margins de-

- posited by clearing members are deemed adequate to ‘protect the exchange, It

* “would be desirable if margin- enforcement and policing could be 1mproved partlc- .

: ularly as an alternative to higher 1 margin levels. .
Speculative contracts should be ‘margined at hlgher levels than hedgmg con-
. stracts, beeause of  the greater risk involved. In general margin 1equ1rements
equalhng the maximum price hange expected over .any two—day mterVaI would
fbe sufﬁaent for- speculatn'e contracts. In certain extreme mstanees, where:
- pric : etmn mlght oceur.:o: ]

, (3) (C) of the Gommodr’ ge
J uIatwe margm requirements, as th ame risk j !
 In sum, since the only purpoese of marglns i ‘
oy ean safely be estabhshe y ng hous tq lev.
hedgmg transactions in which.. :nsk of. ﬁat prlce cha, ge does not apply, n
- ean be lower than for speculative transactlons For clearing members
‘subject.to other safety factors Aas Well margms can be lower than for

mernbers. , Co

should be subject
sider‘anons apply
t he cl




