ost semous 1mpact upon th" ecenemy, if futures trading were
ould be loss ‘of efficiency in narketing. The greater ‘cost of marketing‘
“Odltle@& WOuld “he borne by producers. and consumers alike,

L erY in commodities has been facilitated by our futures markets. -
. The European or J: apanese ‘importer of our grains uses our markets inecreasingly.

;The exporters of,tropncal products to the United States also use our markets.
‘ y i business be lost to the United States, but in some. mstances

o tion to bu.

nts, but Would tend 1

rade. If the needs of ‘a trade which
,serve, in other countries, the trade will ‘shift
1icago Beard of Trade had $55: billion business -
o : “for many years, the world’s foremost com- "
mod ¥y 1 i This dmtmetlon could ‘pasg to Lwerpool ‘or Rotterdam or 'l‘okyo.
aoin th > futur, 1f’our markets are unduly restrmted o

- vThere is no dOUbt but what margm levels substantlally hlgher " han’present
" ones would discourage hedging, force resort to other more costly marketing:

jother sermﬂs mapact would stem from the fact that an mcreasmg amount il

ur domestic commodity trade, which would -
-Jbe transferred to forelgn markets Thisiwould not “only- adversely affect our . °
‘bal Ly o tinderniine our world 1eadersh1p in.the

: y- <
~ methods, and put futures markets out of business to the detriment of producers: S

" and consumers ahke Futures trading grew out of just the m éting methods
~ to which the commodity trade would necessamly revert if the costs of futures
" trading were made arbitrarily pl'Ohlblthe Jt grew eut ‘of those methods as a
,reﬁnement and: 1mprovement of them; in the very sense that it enables marketing
at’ 1ower coqt whieh it ean Only ‘provide with low margins a1med at protectmg
e > house. In the words of one banker ‘who had had much experxence :
- ﬁnanclng the grain trade in the manner here 111ustrated futures tradmg is “one-
ooof the major econemw creat&one of all tlme " . :

Tementary statement on stock margin reguta-twns

e upplements to general meéthods of influencing credit selectwe metheds, =
of which margin requirements are the most important, ‘make it possible for the
o Federal Reserve to reach specific credit ‘areas without imposing stronger gener.
~ credit -measures that might’ ‘otherwise -be  appropr

ite, For example, if ‘an oo

unhealthy use: ef eredit for stock market: ‘speculation ‘develops at a time when- L

~credit for production and trade is- -expanding no more than would be considered
normal, and when the application ofigeneral . instruments ‘of regulation (open-

market. operations, change of discount rate and reserve requirements). might do ™

" more harm to the country’s overall ‘economic activity, the power ef the Federal
, Reserve to regulate stock market credit can be invoked. o
' hange Aet of: 1934 Sec 7. (a); under the headlng “Margm ‘\

or: ca, ing:of s ‘ the Tederal Reserve Board shall - prescmbe rules

eventmg the ewoessive use of ered@t for the purchase -

“and regulations Wlth respect to the amount: of credit. that may ‘be: mmally e

E exg%%ded and éubsequently registered on a national 8 eumtles exchange” (( )
). ; e
< For- initial extensien of e t such TV Iee and ‘egula ons must be baeed upon
. ‘_a ‘certain standard set forth in the act, but the board is authorized to ‘prescribe
- such reqmrements lower than the standard as it “deems n cessary or appropriate
~ for the accommodation of commerce and 1ndustry ha
credlt satuatlon. of the country,” and such higher requ em nts ‘as it may “deem
] T ropr‘ia to prevent the excesswe ‘of i ‘to ﬁnane trans‘

due regard to the .



