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-ability of futures contracts makes. substantial contributions to the financing of

~ crops as they are planted, harvested, and start thereafter through the marketing ©

channels to ultimate end users. Speculation withinthe commodity markets makes

~ hedging possible and permits the operation of the Nation
- marketing system. = ; c : R ST TN
The. grain marketing system, because of the availability of futures markets
where people trade in futures contracts covering grain, is a highly competitive,
‘ low-cost marketing system. The function performed by futures markets is to regis-
" ter the forces of supply and demand by open public trading: In doing this through

s 'l@w—noSt~’éﬂifeien’t grain

the medium of futures transactions, producers, processors, exporters, and others

are offered an opportunity to obtain price insurance that today they may agree
-0 deliver in the future something they may not now own orthat today they may =
ure of goods they may now anticipate they will
need, or that today they may obtain a price certain for commoditie
buying or have bought and dntend to car ¥ awaiting sales o1 use for ;
Through trading on exchanges, a steady flow of commodities pow g:ifrom: produc-
tion inte consumption. : Pt S O G e R T e
The rules of futures markets require that the users of these ma ‘kets:-deposit
_collateral in the form of margins, to:guarantee the performance of their contract.
The minjmum margin to be deposited is determined ‘by the geverning boards of
-contract markets. -Futures commission merchants can and often do: require.-de: -
Dosits in excess of the minimum established by governing boards. The minimums
required. are subject to constant review. They vary by commodities, by type of
trade, and may be different for different delivery months. . . . . .. L
Attempts are at times made to draw an analogy between the margin required
to enter into a contract for the future sale or purchase of a commodity,; ,
down payment required to obtain title to stoek, or. goods and chatt
B s S BB i
-+ There isno analogy between these trar DS
- In speculative securities transactions actual. title.t
traded passes from the seller to the buyer, The speculat
his own.money in the. amount required by the Federal
title to the securities, and his broker:then loans the: his own
funds or from a lending bank to complete payment for the trax i pecis
lative transactions actual title to securities, evidencing the acquisition’ or disposal
of an equity in a corporate entity, passes from a seller to a buyer. - ., Bopih
: 80,00, as to- transactions. involving goods and ¢h
-burchasers obtain a title by making a.down. ‘Paym
balance either with the seller or through a ’
buyer, the seller, and the bank, T
Something he can use—som
< Tights of his lengder=-the s
. chattel mortgage or mortgage dee o
K In transactions. covering ‘agreements to Lor ‘buy mmoditie
delivery or receipt, no title passes to the buyer and no title pas
~ seller. Bach party to such a contract entered into on-a commodity e |
posits with his broker an amount:of earnest money, to, assure compliance with the
contract when, in the future, it matures, or until an offsefting contract is entered
~ Into. Only if the contract is completed by delivery, when it matures, does a title
Dass. And then, contrary to the practice in transactions involving securities or
~ goods and chattels or real estate, full payment must be made, . .. [N S
Implicit in each futures. transaetion is an intention. on ‘the buyer’s part to
make delivery, and on the seller’s part to.take. delivery. Thesge bligations often
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transactions
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- are liquidated by offsetting trades. To the extent that they are not so. offset,
delivery will be made by the seller and title to. the grain covered by the contract

Will‘beacceptedbythebuyer@,.~,,;:~,_« CERE e s G s
The experience of late 1947 as to grain prices, indicates. tha
markets; where the velume of Specylative trading has been limitec
in response to supply and demand factors. In October of 1947, as den
the President, a 3314 pes margin was set by the exchange
- transactions. At that tim £1948)  wheat at '] nsas  City
C 82,641 M : ed upward, reaching nearly $3. Durin
1l their liquidity, and such trades as w :
«exporters, country and terminal handlers—caused.

able to: hedgers—processors or
rather wide changes in prices.




