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Aside from .. few short p&rsg1'&phs in textbooks and pamphlets 
.ascribing privileges, comments made from .. historical standpoint 
by C. H. Taylor, a former member of the Chicago Board of Trade,(7)' • 
&nd references made in J,lublished hearings of co~·ona.l com
IIlittsee as to the desirability of retaining or aboI" privileges,~ 
tn4. the Report of the Federal Trade Commission on the rain Trade 
11),~n"thing bas been I;>rinted which throws light on ~ in priv
I~' No comprehensJ.V8 studv had ever been made as to the extent 
lrivileges were traded in, the Uses made of them by merchandisers 

TM author" Is .,.tl,. kI;:kbted to tDNnbers or the std' 01 the Gnl!l Futune Ad:mJnbtraU. &Del to 
~\'riJ:bt Hl\tTman 01 thfl l~nlvtnlt! of P'enDsylVllDi ... wbo .... ,...,.beipIul iIlc:nUcWQatbemaousc:rip&.. 
itslk' 1)um~ tn [lfU"mtht$BS nolN' to bleh~ eited. p. N. 
I'm- '&PQI1 oftlw f'liIdenJ, Trade CalDIllisiODOQthe unmTMde{I,."lJ) CIOD.taiDsmaD.7eaerptsfrOlll ""' ............... 
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of grain and by speculators, the frequencY with which they were ex 
eisable at a profit to buyers, and their economic value until the tE 
was begun by the Gram Futures Administration. In preparing 
report (9) in answer to Senate Resolution 40, adopted by the Unit 
States Senate on February 21, 1928, which requested certain inforn 
tion pert.aining to reports made by members- of ~ain exchanges, c( 
siderable data were collected concerning trading in grain futw 
during the period of January 3 to October 31 1921. By obtaini 
supplementary material showing the privileges {,o~ht and sold on t 
Chicago Board of Trade by the principal traders In privileges duri 
that period, it was possible to arrive at definite conclusions as to t 
extent bids and offers were traded in and used by the larger spe< 
lators in bnilding up and disposing of speculative lines in Chica 
wheat and com futures. Additional data, obtained and analYZE 
revealed the frequencY with which 'privileges are exercised on t 
board of trade and the extent to wbwh they may have a stabilizi 
influence on prices of futures. 

In addition to concrete statistical data, the uses made of tradiJ 
in privileges are presented hersin together with the unfavoral 

. aspects of such~. Reference is also made to the chan~e 
attitude from time to time on the part of the oflici&ls of the Chical 
Board of Trade with respect to privilege trading. Because of tl 
scarcity of material on privilege tradine: it has been deemed advissb 
to make public the information collectett by the Grain Futures Admi 
istration in order that it may throw further light on that phase 
exchange activity for tha benefit of those who may wish informatic 
on the subject. 

PRIVILEGE DEFINED 

A privil~e in grain futures is a contract whereby one person a 
quires the nght to sell to or purchase from another during a specifi. 
period (a day, week, or month) a definite <.Iuantity of a spe<ifi. 
grain future" at a designated price. The option to Sell, so acquire 
19 known as a "bid", and the option to purchase is known as E 

"offer". The buyer of a bid or an offer has the nght to exercise, ' 
not exercise, h1S priOllege as he deeUlS best. The seller of the bid , 
offer is required to .. make good" the privilege only when it is exercisE 
by the buyer." In this respect a prIvilege differs from the ordin8.l 
future contract wherein the seller is obJigeted to deliver, and tI 
buyer to receive, on the contract during the delivery month, t1 
d8Slgllated amount of contract grain. In the case of the privileg 
the holder (buyer) has the right to decide whether or not a tnm 
action in futures shall take place. 

Privileges are variously referred to as "puts" and "ca.lls", "ups 
and H downs tt t U deferred aceeptanees" and "indemnities PI, as well f 

bids and offers. They are spoken of a.Iso as "dailiee" or "weeklies' 
depending on the length of time they have to run. In continent. 
Europe, privileges are termed .. premiUUlS" and are considered b 
Europeans as ordinary contract;; for future delivery with a speci! 

I A grahwutw'e contract Is an agreement to buy (01' sell} at acme tature tim&. desfpated at the deUvei 
montb. in aeeordan08 with the rules of the 6XCbB.n&&. & deOnite quaoUty or a oertalD cr&iD at a pr1Qe qnIII u_ ' 

.. Tbe rraln trade USUBlIy speftks or the buyer of the -prlvll\'!P as the one who ~'makes coed" tbe bid, 
offer when be 618I'eJ.ses it. Herein, however, tbe term is used in th& aeaae oJ' fulflIlLn& w~, nllh 
UUUlIa the.more Umited eense used by &lle &rade. 
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stipulation that, in consideration of a cash payment, one of the pa.rties 
has the right to withdraw from the contract Within a specified time. 

A resolution of the directors of the Chicago Board of Trade adopted 
on January 12, 1926, authorized trading in privileges under the name 
of .. bids and offers for dererred acceptance", the contract forms being 
as follows: 

Bid Subject 10 De/erred Acce"Umoe 
Chicago,llI., ________ • ___ 19_. 

--i~·oo;;;id~;tio.~-of-$ __________ t receipt of which I acknowledge, I agree at 
your eleotion to purchase from you _____ . ____ bushels of ____________ for 
delivery during • __ ._ ••• _. 111_. at the price of S •• _ •• __ • __ per bushel. Your 
&le1)tion to sell must be manifested by delivery to me of your written acceptance 
of this bid at or prior to the close of the market on ____________ 19 __ . If thiJJ 

. bid is accepted, the resulting contract shaU be deemed an exchange contract 
8ubj..,t In aIll'Ollpeets to the rules of the Board of Trade of the City of Chicago. 

Offer Subject Co D" ..... d A_fa_ 
Chicago, III., __ •••• __ •• _. 19 __ 

··i;;-.;oD';;dmii;'i'-~f-$ _____ .• ___ . receipt of which I acknowledge, I _ at 
your election to oell to you •• _._. __ •• buehels of _____________ for delivery 
during _. ______ • __ • 19 __ at the price of $ ____ • ____ • per bUBhei. Your election 
to puroheao must be manif .. ted by delivery to me of your written acceptence of 
this olfer at or prior to the close of the market on ••••• _. __ ••• 19 __ . If this 
offer 1& acoepted, the resulting contract 8hall be deemed an exchange oontract 
oubject in all respeets to the rules of the Board of Trade of the City of Chicego. 

Ackn<Ho/eclgmenl 0/ Bid Subj«A Co Dof_otl Acc:opla_ 

Chicago, ill., • __ • ___ • ____ 19._ 

--i-.;;rebY-ao'k';"';i;dg. receipt of your bid to purcheao from me __ •• ___ •• _ 
bushels of ••• _______ •• for delivery during _. __ ._ •• __ at the price of $. __ • ___ _ 
per bushel, 8ubject to my election to sell which must be exercised at or before 
the close of the market on __ ••••• _ •••• 19 __ . 

AckftowIsdg_ oJ Off.- Subj.., 10 De/.,.,...J A_fa""" 
Chicago, III., ________ •• __ 19 __ 

·T.;;reby~-;";i,;dge receipt of your olfer to seU to me •••• ____ ._ bushels 
of ____________ for denvery during __________ at the price of $ _________ _ 
lh! bushel.. subject to my election to buy which must be exercised at or before 

e aloee of the market on ____________ 19 __ . 

Buyers of bids are assumed to ha,e purchased them in anticipation 
of a decline in the price of futures, whereas sellers are presumed to 
expeot an adv8.DNl or at least no material decline. With respect to 
offers the reverse is true: The purchasers are presumed to expect

r 
or 

at least to guard themselves against, an advance, wheress the sel era 
are pra.umed to e.~ect that prices will decline or at least that they 
will not advance beyond the pnce specified in the offer. 

The purchase from the sllJlle~person of a bid and an offer at the 
same price is termed a "straddle." It IS a combined 'put a.nd call, 
and ~ves the holder thereof the privilege of putting (selling) or caJling 
(buymg) the future. or both .. t the prices agreed upon. Straddles are 
sometimes termed" doubles. " A trader will sell both bids and offers 



only when & dull, ina.etive market is anticipated by him tlJe follo~ 
day. Straddles are seldom sold Oll grain exe.han,,<>es in the l.7nited 
S~re& . 

LIFE OF mos AND OFFERS, TlJoDt ~-.mN TRADED lN, AND COST 

Trading in hids and offers good for 1 day is msint&ined for a hili 
hour (I :30 to 2 p.m.) after the regulsx trailing session has closed at 
1:1.5 p.m., except on SaturdaY" when the time runs from 12:15 t<> 
12:45 p.m. 

Trading in privileges good "1JJis week" becins OR :Monday Il101'Iling 
of eac.J. week and is conducted esd:t chy untal. "ednesday; tra.dlng in 
tlJose good "next week" begins on Tuesdlly morning end is con
ducted eac.J. day until a.nd including Saturday of the eurrent "eel<.. 
Weeklies may be bought or sold any time during the day from 9:80 
a.m., to 2 p.m., except Oll SaturdaY". Oa SaturdaY" the time limit 
is 9:30 &.m. to 12:4.5 p.m.. 

Transactions mav be made in units of 1,000 bushels and muliip1es 
thereof. Bids good for 1 day MIl nswtIIy purchased at prices from 1 
to 2 cents below the closing price of the future. ooers good 1()1!" 1 day 
are gene.-ally from 1 to 2 cents above the closing price of the future. 
For weeklies the spread is somewbat l&rger. 

For a. pnvilege the buyer is ~ a. oort.oin fee, the amolmt 
depeDding on whether the ~ is a. bid <l!" offer, a dWy « 
weekly. The ehuge made 'far bias good for 1 day only, ... vering 
5,000 bushels of wheat, com, -ts, or rye, is $5.25 to members and 
$5.50 to nonmembers.. In the ease of weeklies the eb.a;rge is $7..50 
per 5,000 bushels to bolJl memben; and noomemr-s. Five dollam 
of the fee for dailies end $6.25 of the fee f<>r weeklies, per 5,000 
bushels, goes to the seller of the privilege. The remainder of the rae 
is reWned by the brokerage house as ()()olTllDission. 

The fee charged for offen! is at present tlJe same as for bids, but ... 
amount equal to the Feder&! tax is added beea.use the seller has t<> 
~y the tax on ~ offers sold, and 1JJis he oolleets from doe buy«. 
No tax, however, IS eolleeted at present on the sale of bids.. In the 
early daY" of trading in pute and eaIls 0Jl the Cbieago B<W'd of Trade, 
there was no romm;..Qon ehuge forexecnting ordersforpute and ea.lls, 
the romnrissillll houses relying _ msking their P'!'fite from the trades 
in futures I?"'wlllg out of the ex<!ll'Cising of the privileges. Subsequent.
ly a comm.ssi<>n ....... charged which .. t present is as stared abova 

Although the above MIl the rates !'tlCI!ived by """""j ........ houses, 
the exebe.nge rule specifies only the minimum to be clw-ged.. The 
rule reads: 

1"dew!niIMrL-The minimum...teo of ~.snd __ .... far 1ndiIc in 
indemnities shaD. be as follows: . 

( .. ) On daily indemnities, """"" the ~ .... buy or sell d ... Dot erleDd 
beyond the close of the.......wn on the foilowing _ day. the ~ pay-
able by membeno abaIl be three per....m of the COJI!Iideration the __ _ 
payable by non-:members sha.D be te:D percent of 'tbe ormsider&tion, ~ ccrrr· . em 
payable by members sb&II be five pmcent of the COJI!Iideration IWd the cIsriDg 
rate, .. defined in Rule 224, 8baIJ be _ peroent of the _deration. 

(b) On other indemJri1;;es. _ t.be pm-i\efre to buy or ..,n.,.,.,..dB beym>d the 
close of the aessiOll on the following bnsinea8 d&y~ the oamJDiesion payable by t.be 
buyer, whether member or DOD-membeT? shall be fifty peD"OfIDt of t.be eoDSidm. 
tion. One-tuili of this omnmimrion shall be retained bv the oommMeicm ~ 
, __ uting the buyer, &11(\ the other half shall be p;.;d to the __ __ 
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chant representing the seller, provided tba~ if the buyer is not represented by-a 
eommimnon merchant, the buyer may retain tha.t part of the commission payable 
to his commission merchant; and, if the seller is not represented by & commission 
merchant. the seiler may retain that part of the commission PAyable to his com
misston merchant. On indemnities of this character, the brokerage pa.yable by 
members shall be ten percent o.f the consideration, and the clearing rate shall be 
two percent of the consideration. . 

(c) In aU ....... the .... shaU be added to the purchase price. and paid by the 
buyer to the seller of an indemnity. tbe amount of the Federal taxes. 

THE EARLY HISTORY OF PRIVILEGE TRADING 

Trading in privilej:es in Chicago has been carried on since the early 
sixties. On the Chicago Board of Trade, however, they have been 
traded in only at intermittent periods. In 1865 the rules of the 
exchange did not recognize trading in privileges. TlIylor (7) says: 

What are known 88 uputBu and "callan were disoountena.noed by the closing 
paragraph of rule XI, which ran aa follows! HPrivileges bought or sold to deliver 
or call for grain or other property by members of the Association shall not be 
reco~niced as a busin ... traneactiOll by the Direotors or Committee of Arbitra.
tion.' Dealing in these privileges, however, though not recognized, does not 
appear to have been forbidden. 

This provision. however, was dropped from the rules published in 
1869. 

In 1874, a law was placed on the statute books of illinois, which 
prohibited trading in privileges. Following the enactment of this 
legislation, the directors of the exchange adopted a resolution pro
hibiting the buying or selling of puts or ealls on the exchange floor, 
but it was seldom enforced (7, v. 1, p. 530). 

In February 1885. a case. based on the law of 1874, was derided by 
the Illinois Supreme Court. whi"h definitely established the illegality 
of trading in privileges. 1 In making its decision, the court said: 

It i. plain that under the contract between plaintiff and the firm of Hooker 
4: Co .• it WM Dot in the contemplation of the parties any actual purchases or 
8&1('s of ~rain or other c:ommodlties should be made for plaintiff, or OD his behalf. 
Indeed. It was expressly ~d none should be made. All the speculating that 
WM to be done WAS to be m differences in optionB--Ort as the parties termed it, 
U betting on the market. tI Of course, it was expected by the parties that such 
purchases and .sales of grain or other commodities that should be made, were to 
be made on the board. of trade. As was said by this court in Pixley v. BoyntOft~ 
79 Ill. 351, the true idea of an option is what are called. in the peculiar language 
of the dealers. "puts" and "caJls.1I A ({put" is defined to be the uprivilege of 
delivering or not dt.>livering" the thing sold, and a Beall" is defined to be the 
"privilege of camng for or not calling (or" the thing bought. "Optional con
trat'ts,U in this sense are usually settled by adjusting market values. as the party 
haYing the Uoption J ! may elect. It is simply a mode adopted for speculating in 
differenccs in Dlat'kct values of grain or other commodities. It must have been 
in this sense the term "option" is used in the statute. 

In 1887 the board of directors adopted another resolution forbidding 
the practiee of trading in privileges, but this did not accomplish the 
rosults dosired as members of the exchange resorted to the Open Board 
of Trade, anoth"r market in Chic&gOb where trading in privileges 
was permitt<ld. Disciplining tbe mem ers of the Chicago Board of 
Trade who traded in privile.ges was not found feasible as too many of 
tht'm were engaging in the practic". and the punishing of all the viola
tors might have meant the disrupting of the board of trade. With 

I P'Mrtw •• ,.... 111 aIM. .... hdInl TrD (Jomm' .... BIIIPQd CIA tbe Grata Tnde (U, .... 
... JJ4-11). 
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the failure to enforce the rule, trading in privileges on the part of the 
members increased off the exchange. 

Taylor (7, I).:e, pp. 741-74:8, 771), made the foIfowing comments 
pertaining to privilege trading during the years 1887 and 1888: 

The Directors of the Board of Trade were determined to keep trading within 
the limite prescrihed by law and paosed a resolution prohibiting trading in pute 
and calls, following this action by suspendin~ a member for fifteen days for 
violation of the rule. The Open Board continued to trade in privileges, the 
transactions being .teted as amounting to about 3,000,000 bushels daily. Some 
members of the regular Board took edvantsge of this opportunity to make theee 
prohibited trades and the question arose &8 to the jurisdiction of the Board of 
Trade over transactions taking place on another Exchange. John T. Lester led 
the fight against privilege trading and comp1aints were filed against a numher 
of members. * * • In the latter part of January [1887] twelve members were 
called up for discipline on evidence said to have been furnished by H. C. Avery 
thet they bed been trading in privil_ on the Open Board. This aetion en
rsged Mr. Hutchinson (B. P.) who was ~~tnant tbat he bad not been included 
among the offenders and threatened H to e it hot 11 for the Board. Inasmuch 
88 the Directors had denied iuri~ctioD. in the case involving the enforcement 
of a trode made on the Open Boerd, it W&8 argued tbat they could not discipline 
members on aceouut of such trades, but nevertheless seven members were au&
perided for from twenty to ninety days, and among those BUBpended was M. B. 
Crafts, the President of the Open Boerd. The fight against privileges waa now 
earried into the Open Board itself. Mr. Crafts favored privilege trading, while 
T. M. Baxter led the opposition. Mr. Baxter cinimed to bave found a rule of 
the Open Board against privileges" which was not printed with the other rules, 
and under this filed comp1aints against ten members. Mr. Crafts, on the other 
hand, came forward with a plan for a Hcontract of indemnity" which W88 to 
replace Puts and Calls and which was practically the &&me thing under another 
natne. At a meeting of the Directors of the Open Board, their attorney, L. B~ 
Biabee~ cited & decision favorable to Puta and Calls found in 114 Dlinois Supreme 
Court Reports. Acting on this edvice, the directors of the Open Board refused 
to present the question of privilege trading to the members. The next step on 
the part of the regular Board was to post a rule declaring irregular any tredea 
made after the adjournment of the Board, and this rule was adopted February 
15 [1887]. * * * 

During the latter part of July [1888) the Direetors considered the cases of three 
smaU traders accused of dealing in Puts and Calls and gave A sentence of suspen
sion against thellL There was much outcry concerning this and demand was 
made tbat the larger trede .. he punished also. The Directors pushed tba inves
tigation and Direetol'8 Montague, Richardson, and Rawleigh were appointed to 
go into the matter more thoe:~ahlY. They called some of the offenders before 
them and four members conf to deals in Puts and Calls but refused to inform 
on others. Following this, nearly fifty members were called before the Committee.. 
Many made admisoiona of guilt, but it was found tbat it would be impoBSible 
to punish all, without disrupting the Exchange and there was much sentiment 
in favor of reinstating the three suspended members. As a result of the inVe&
tigation twenty-nine members were reprimanded, the 8l18pended members were 
restored and secret committees appointed to report further vioJatioDB, which 
were to be pnni._ by expulsion. Following the example of the regular Board, 
the Open Board acted also, and President French of that institution aDnouneeQ 
that tba rule against trading in privileges would be strictly woroed. 

In 1895, however, the newly eJected president of the board of trade 
(1) advocated the immediate enforcement of the rules against trading 
in privileges. In his inaugural address he said (1, p. riz): 

Trading in privileges has become so common outside ot E:a:change hours 88 to 
impair tbe good name of the Aasociation.. These transactions are outside the 
law and are distinctly obnoxioua to yOW' own rules. They caD Dot be enforced 
either in the courts or under the rules of this Board and anybody can sue at any 
time and recover for even inconsequential losses. The Illinois statute prescribes 
pena.1tiea of nne and imprisonment for making sucb contracts, and specifically 
declares that aU such contracts u shall be coll8idered gambling CODtracta and shall 
be ,void." It is cinimed tbat the dull state of trede makes these tranaaetiona 
necessary. but do they Dot contribute to an important extent 10 the very stagna-
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tion you complain of? By coopering prices within a narrow limit day after day, 
do you not discourage business that you would count on in a free and unrestricted 
market? The risks assumed by you as commjssion merchants are beyond com-

futation, and more than all else in making these transactions we violate the law. 
sineerely urge that means may be taken to put an end to the practice at once. 

By 1900 sentiment had changed to the extent that by a vote of 623 
to 373 the directors were given the authority to prevent trading in 
privileges and to suspend or expel any member found dealing in them. 
This change in attitude by the board members was largely aue to the 
court decision rendered at that time which affirmed the validity of the 
l8i 4, statute.' The court held that: 
• • • The prohibition of the right to enter into contracts which do not 
contemplate the ..... tion of an obligation 00 the pm of one of the contracting 
parti .. to accept aDd pey for the commodity which is the purported subject 
matter of the cootraci, but ooly to invest him with the option or privilege to 
demand the otber contracting party ahaIl deliver him the grain if he deeireo to 
purebaae ii, tende materially to the 8Up~OO of the very evil of gambling 
m grain OptiODS ... hich it ..... the Iegialative intent to extil'pete, for the reason 
ouch evil mjuriously alI'ectod the welfare and oafety of the public. The deoial 
of tho right to make such eootracts tondod directly to advance the end the legis
lature had in view, and was not an inappropriate measure of attack on tbe evil 
intended to be eradicated. So far as that point is eoocerned the act must be 
deemed .. valid law of the land, and as BUch must be eoforced, though it infringe 
in .. degree upon the property right. of oitUena. To thet extent private right 
must be deemed oecondary to the publio good. 

The apparent change of heart was primarily with respect to trading 
in privileges inChicago. In fact, the desire to trade in privileges was 
not suppressed, and tradin!!: was carried on by telegraph between 
Chicago and Milwaukee, where privileges could be bought or sold. 
In 1906 an &nl"ndment to the rules of the Chicago Board of Trade 
was adopted which prohibited trading in outside markets based on 
Chicago reet!ipts. The amendment (to see. 8 of rule 4) was as follows: 

When. AllY member t or any iirm of which a member of this Association is A 
member, or any corporation of which a member is an officer, whether acting as 
principal or as agent, shall either directly or indireetly make or e:s:eeute, or cause 
or permit to be forwarded for execution. upon any exchange or board of trade 
located outside of Ute City of Chicago. an order for a so-called UputH or "call"J 
Of' for any conttaet reeperting the purchase or sale of grain or provisions for 
futwe deI!very, when by the ruiN, regulatioOll, eustoms, or _ of such ex
chanare or DoarQ of "-de it is provided 'Or permi\ted, or where the nariies to such 
"put'fi, "callu

, or contraci contemplate that such Uput". "callf",:-";:;' conirae' 
may be fullilled .,. ""mliod by the delivery of a warehouse reeeipt or reeeipts 
_med by a warehouse- located in Chicago, such member, 01' such member of 
such firm, or 8ueh officer of such corporation ahall be deemed guilty of conduct 
which renders him unfit fOl' membership in thia AasociatioDt and upon eonvictioa 
thereof he ohaII be expelled. 

To moot the demands of those who wanted privilege trading, a 
new method was adopted which met the approval of legal oonnsel 
as not being in violatlon of the law of 1874. The new system con
sisted of ~ontracts to be designated as "indemnity of sale or purchase" 
on the theory that there would be no wager on price movements but 
rather the making of a eontractl the purpose of which was to protect 
opt'n commitments against loss aue to price changes. These contracts 
were to 8"Pire at the close of the regular session of the exchange on 
tha follOWIng day. Should the holder of the indemnity desire to 
exercise the privilege with respect to the whole or part of the quantity 

t..IIDIIQ Y. ,...,.. a N.L 1'18. .&.110._ ~ 'hMIt Co!nm" Beat OR tlIit Gnib:l Trade {II ..... 
... U"ll". 
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covered in the contract he must, after notifying the seller of Illi 
intention, make a sale to (or purchase of) the seller of the contrac1 
at the regular closing price of the future, and the difference betwee. 
tho: price ~f the indemnity and the future was to be paid immediatel.l' 
as illdemmty (11,1>. ft, pp. 118-1S0). . 

This method of operation was carried on until 1910. In that yeru 
the exchange was under investi~tion by the Federal Government. 
and the directors voted to abolish trading in indemnities as bein~ 
substantially the same as trading in puts and calls. In Septembel 
of that year, however, an amendment to the rule was passed by memo 
bers of the exchange by a vote of 550 to 105 providing for trading ill 
indemnities under certain restrictions believed to make such trans· 
actions legally sound. The restriction was to insert in each indem. 
nity contract and confirmation a stipulation that the indemnity was 
bought to protect an existing and legitimate insurable interest ill thE 
commodities forming the subject matter of the risk not otherwisE 
protected by contract made under this rule. When no insurablE 
mterest existed it was considered as ~ambling (7, v. S, p. 1155; 11. 
v; S, p. lSO). This amended rule was ill existence until 1913. . 

In 1913 the TIlinois Legislature amended the law of 1874 to pro· 
hibit such contracts only-
when> it is at the time of making such .. ntract intended by beth partiea thereto 
that the option whenever exercised or the contract resulting therefrom shall be 
settled, not by the reoeipt or delivery of snch property, but by the payment only 
of diJfereneea in prices thereof. 

James C. McMath (5) of the Chicago Bar, apparently takes the 
position that the 1913 amendment does not legalize tradin~ in 
I'rivileges. He contends that sections 130 and 132 of the TIlino;' 
Criminal Code are effective as enacted in 1874. His ground for be
lieving so is that the 1913 amendment contained verbatim the Inn
guage of section 130 as enacted in 1874 with some new I~age added, 
IlJld he cit~ 81JeMtm. V. HaMtm. ' as his authority, in which the court 
snid: 

It is elementary that when an amendatory act retains in a new law the same 
words and phraseology that were contained in a fonner law which has- been eon
strued by the courts, it must be presumed that sueh law was retained in the 
amendatory act in view of the judicial construction already placed upon it. 

Following the change in the law the board of trade adopted a rule 
permitting trading in bids and offers and designated the oommission 
to be charged members and nonmembers. 

In 1921 when the Future Trading Act was introduced in Congress, 
and the grain exchanges were subjected to public criticism for not 
correcting certain evils which were alleged to exist, the directors of 
the Chicago Board of Trade again conceded that tradinl\: in privileges 
was contrary to public interest and advocated its prohibition. In a 
communication to the president of the board, dated April 12, 1921, 
they made the following statement (10, p. 476): 

It is our firm purpose to prevail upon our membership to 80 amend our rules aa 
to preclude aU transactions in indemnity contracts and at the same time induce 
other exchanges to follow the same coun:Je. "'·bile these contracts at timca serve 
a very useful economic function, nevertheless they are frequently used as a me
dium of entering the market on a large aeale. We have concluded that this tad 
outweighs all of their advantages. and it baa led to our oonc1uaioD that they should 
he abelished. 

·~v.Ro~_m.iO. 
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With the enactment of the Future Trading Act of 1921, trading in 
privileges again was legislated out of existence by the imposition of. 
a tax of 20 cents 8. bushel. On October 23, 1923, a test case was 
brought before a Federal court c~ into question the constitution
ality of that part of the law pertaming to privileges. Later, on 
January 11, 1926, the United States Supreme Court, to which the 
ease had been appealed, rendered 8. decision in which it was held tha.t 
the provision in the Future TradinJ; Act perta.ining to privileges was 
unconstitutional as an invalid exerclS8 of the taxing power.'· 

On January 12, 1926, the next day following the decision, the direc
tors of the Chicago Board of Trade passed a resolution permitting 
tra.ding in privileges on the exchange thereby reversing the position 
the exchange had taken on previous occasions when it a.pproved the 
prohibition of trading in pnvileges. Other exchanges followed suit 
and tra.ding in bids and offers was a.ga.in permitted. n 

Dnrirlj!: the early put-and-call days the trading was done mainly 
in the PIts. Following an Illinois Supreme Court decision decla.ring 
these transactions gambling and illegal, as under an act entitled, " An 
Act to revise the law in relation to criminal jurisprudence" approved 
May 27, 1874, in force July I, 1874, the trading was done outside of 
the trading room, in the ha.lls and smoking room of the board of trade 
building, outside of the building, and sometimes at any convenient 
time or place where buyer and seller happened to meet. 

Prior to un3 payments incident to the transactions in privileges 
were in currency, without any definite record made except such as 
was kept by buyer and seller. Subsequent to the enactment of 
Illinois Sena.teBill No. 126 in 1913 (except for the period following 
the enactment of the Future Tra.ding Act in 1921, tenninating with the 
Supreme Court decision in 1926), trading in privileges was officially 
recognized by the Chicago Board of Trade under the designation of 
indemnities or" deferred acceptances." The trading in privileges then 
returned from the outside, was carried on in the pit, and confined to 
that period of the day designated for such trading, although privileges 
valid for more than a day were tra.ded in at any time during the da.y. 
Money tra.nsactions were recorded and handled through the Clearing 
AasOClation. 

VOLUME OF TRADING IN PRIVILEGES 

No record has ever been compiled by the board of trade of the vol
ume of trading in bids and offers. A record of the volume of sales 
of offers is kept, howeve'l. by the Bureau of Internal Revenue of the 
United States Treasury lJepartment( which collects a stamp tax on 
sales of offers. The tax return filed by each elea.ring member of the 
exchange shows the daily sales for each month. For the total trading 
in offers the figures ahowing the sales will servo the purpose, for the 
total purchases must equal the total sales. 

}<'or tl,e 8 months, Fehruary to September 1921, immediately prior 
to the prohibition of tra.ding m privileges by the Future Trading Act, 
the quantity of offers sold on the Chicago Board of Tra.de was as 
shown in table 1. 
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Ora" 
VoIUJlUt of 
tradlogm 

In, .... 
_l 

Vol ..... ' ~..::: 
tradlnllD oHers is 0( 

oilera tnuHnc in 
(Balee) futures 

......... """"""" btuAeU btuAdAI Prretml Wheat. ____ • _______ • __ .___________________________________________ 8.181.., D 72t, 712 IL Be 
Corn _____________________________________________________ ._.______ .. 375, 446 &13,326 12. 48 
Oal4 _________________________________________________ :.. ______ ._____ 1. tHO. eeo 214 4211 IL 10 
Rye ____________________________________________________ ...........• I--,..:!JO,:::.:""=.jf--=l.::f11,::.-!-__ L:."'= 

'Tot&l________________________________________________________ 14,fYI1.341 1. 487.138 ld. 2 

The same rate of trading for 12 months would make a total of 
offers sold during 1 year of nearly 2 billioll bushels. 

Records of slI firms for wheat were taken for the months of August 
alid September 1926, as a sample of the volume of trading in this one 
grain In offers since privilege trading was resumed. The totals 
obtained together with a comparison with the total volume of trading 
in Chicago futures for these 2 months are shown in table 2. 

TABLE 2.-Volu ..... f wadi,., in _ 011"" eompared wi'" tDMal fut ...... on IJ.. 
Chioogo Boord of Trade duri,., A..".., and S.~ 19£6 

M(J1Ith 

nmu.ftCl ~M 

"""'" """'" -AUIUSt. ___ ._______________________________________________________ 1.014. 6JoI M. 140 0.:18 
September __________________________________________________ --.----I-.:. .... -"'mI-"'-1I-.:. ... = ... :.:... __ ... _ .. _ 

Total _____________________________________________________ •• __ l,. W." _120 .. sa 

As there is no internal revenue tax on bids, no figures are avail
able showing the extent of trading therein. Over a period of time, 
however, the volume of bids traded in would be about the same as 
the volume of offers. 

Jud¢ng from these samples, the volume of trading in bids and 
offers In wheat is equivalent to approximately 15 percent of the volume 
of trading done in wheat futures on the Chicago Board of Trade. 
This percentage of trad~ in privileges appears relatively large as it 
is equivalent to the combmed volume of trading in wheat futures on 
slI of the other contract markets. 

The volume of trading in privileges is distributsd among the various 
brokerage houses in about the same percen~e as is the trading in 
grain futures. Those commission houses havmg a l~ volume of 
futures trades ueuslly have a large volume of trading m privileges, 
with approximately three fourths of the total trading concentrated in 
20 to 30 houses. 
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Trading in privileges varies from month to month. When the da.ily 
price fluctuations of futures become wider the volume of trading in 
privileges is larger than when futures lIuctutations are narrow. 

EXTENT PRIVILEGES ARE TRADED IN BY THE LARGER 
SPECULATORS 

Privileges are traded in principa.ily by speculators. They are 
sometimes used by hedgers, comprising elevator operators, expol'ters, 
and millers, but ouly to a comparatively sma.ll degree. 

The large speculators, with a few exceptions, are principally sellers 
of privileges whereas f.he sma.il traders, known as the" general public", 
are mainly buyers. From the standpoint of the amount traded inl the 
purchases of a sma.il minority of the large speculators sometnnes 
exceed the sales of the majority of the large speculators who are 
sellers. With few exceptions, the lar!l:er speculators seldom use 
privileges for protective puryoses, and It is an open question as to 
what extent the general public uses them as a form of insurance. 

Reliable information as to the extent that privileges al'll traded in 
by the larger speculators was not secured until an ex&nIination was 
made of the 1927 record. of the brokerage houses. Data were obtained 
covering the first 10 months of 1927 which showed the trading in 
privileges by 29 of the larger speculators in wheat and com. Their 
aggregate purchases of wheat privileges amounted to approxinlately 
414,000,000 bushels and of com privileges 191,000,000 bushels. The 
sales were 332,000,000 and 215,000,000 bushels, respectively, as 
shown in table 3. When compared with their transactions in futures, 
it was found that the volume of their tra~ in privileges was equiva
lent to 45 percent of their combined trading m wheat and com futures. 

TAB ... S.-Volu_ ., trading i .. toMaI and.."... ~ .. ,or Ih. tJCCOuftlo ., t9 
Ia.go op~. com_ad with u..;. trading 'n'utu .... '.om Jan. 810 Od. 81, 
19!7 

[In mUllons or bushels. 1.e., ()OO,OOO omittedl 

TtadIna In pri_ 
Total 01 bids and TradtDJ' in rutures ...... 

Oral. PuralI.- .... 
Pu~ Sal .. Bldl 0_ Bid>! 0 ..... ..... .... ....... ...... 

------
Whtta'_~ ___ ..... ~ .• o. m 881 ... 111 ... ... ... ... 
Corn __ ..... _. __ .. _ ... t1A2 .., 117 " lIB ., .9i "5 

T ••• L .. __ .. __ i. "'" ..... ... ... ... ... 60S ... ....... tf'lllding in 

r:n!=~~!_~~~. .......... . _._------ -.-.-.-_ .. -.-------- ---------- ---------- to .. 
Although most of the 29 traders were principa.ily sellers of privilpges 

in Chicago wheat futures, the aggregate purchases of the graull were 
larger than their sales. With respect to privileges in corn, their 
aggregate purchases were less than their sales. This shows that 
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although the large buyers of privileges in the group were in the 
minority, their purehases of privileges in wheat outweighed the sales 
of the sellers who were in the majority. In com, the purchases of 
the minority were exceeded by the sales of the mlljority. 

The trading in bids and offers of these traders during 1927 varied 
considerably from month to month as shown in tables 4 and 5. 
During some of the months the trading in wheat was light, as for 
instance in January and February, whe1'68S in other months, May for 
example, the trading was heavy. The quantity traded in varies with 
the price movements taking place from day to day, i.e., if price move
ments are large privilege trading becomes heavier, and if price changes· 
are small the volume of privilege trading is lighter. 

TABLJI 4.-WheGt! MonthIlilTadi"l1 in prioilegu by ~g largo apeculator., Ckica(JO 
Boartl oJ ~ads, tDith !h4 pllTU1llago oJ I>ido IJ;;J offers made good, Jr.", Jan. II 10 
Oct.. 111,1967 

BIds 

M ... ", ............ """"' .......... ...... 
"- ..... Ne. ....... trade , 

Pur- ..... Pnr- Bal • - ........ 
........... ,.....,.,.. .......... ".",...,... ........... ......,. ....". -" """" ....". -- --lanu.ary ____________ • __________ ..... IU,. -,,2M """ .. "" "37 ..... February _______________________ .. "'. ..... -"'" 200 1.3311 .. .. ,uo MarcIL-______________________ 

sa,815 ...... +7,875 &'UO 8.030 16.11 ..... 
tr.:.::::::::::::::::::::::::::: 22. 020 13.586 ........ ,,710 ,,'30 ..... ..... ... "'" 33.'60 +17,200 ..... , ..... .... ..",. lUD8..-_____________________ 

",01' !N.170 +l),84S ... ,. ... ,. IU' '8.0' luly. ________ . __________________ 
16.185 ",'70 +3.&t6 , .... 2,115 ]J.n I .... 

A~ ________________________ ... .., ..... +10,896 l,OIl; ' .... U7 12.41 September _________________ ._._. 20,676 """" ..... ,... '.2M 3.450 &07 "UII <X:cobar 0 ______________________ ...... ...... -2.(1'10 "2M 7 .... , .... , .... 
To<al _____________________ ....... _070 +37.350 23 .... ...... ..,. "',., 

0_ 

............ -_ ...... 
"'oath ...... 

Pur- - Nel - trade , 
Pu.. ..... Pur- Sales ...... ....... 

.......... ."....,. .. 1Y«nua •• .......... ........ d ......,. 
"""" bud<U """"" 

.....,. -- --lanu.uy ________________________ 
7 • ..., ""'0 +1. ()fO 2, 775 ..... 39.1(1: n.1I F'ebruary. _____________________ 

11,735 ..... +~"'" 1. 2IO 200 W.31 .... March ________________________ 
2a,1JIO , ..... +10. 675 '. "" .. "'" 7. '" ..... 

tr.:-::::::::::::::::::::::::::: 21.'" 7.'" +11. 205 .. sao l,OoCli , ... 0 , .. .., 
21. )if) "'7110 -U'" ..... ,,270 ... 0 .... , Juna ______ . ____________ '._. ____ 
lQ,3.~ 2(}.1I5 -iM '.725 1.810 U, ~OO lul,. ________ . ___________________ 
13. 765 n. J85 +U80 2,'25 L825 'M' , .... August. ____ • _____ ow ____________ 

18.310 1('460 +7.R.50 ..... '.300 "00 '1" Sept6mber ______ • _______ • ____ • __ ' .. "" 11,846 +<.800 310 Lasa LBO ..... OelobBr ________________________ 
17,. 14,090 +3,-170 ..... ..... 11.33 ..... 

Total. __________ . __ . _. ___ 
170,920 125.165 +<6.'" 21.560 ... "'" 12. &1 , .... 
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TABL'" 5.-Corn: Monthly Iradiflj/ in pril'ilegeo, by B9 lorfl" opeculator., Chicago 
Boord DJ 'lTada, with 1M per_g_ oj bid< and oJ/era made good, Jrom Jan. 810 
Od. 81, 19S7 

BId! 

M ........ Percentage made 
Month good 

Pur· Sales Net 
""-

_. 
Pur- SoleI P ..... Sal .. ch .... -... 

n ...... .......... ......... ......... TAotUatld ....... .... do ..... ,. ........ ....... """"' ......... lanl18Z'Y _ ••• ______ •• ___ ._. _. ____ 8,105 2.145 +"" ----i;5iO" 
,.. 

----i7~ii-
... .. February ______________ • _ ••. ____ 

f,150 ..... +J,556 .. m 47.21 Mart'b _____ • ________ • __________ 
~. 700 ".00 +t,M6 '. "" 1130 ..... ..... 

~::::::::::::::::::::::::::: 4,105 ..... , -180 '. "'" ... "' .. ..... , .. "'" "''''' -2.770 .,. ... , .... 1.88 Juna _____ • _____ . ___ • _____ •.• _. __ 10,685 ' ..... -&. no 1.110 1,610 , .... .... July _. _________________________ u.:no '0.'" +1,035- 11M 1.7116 .... 11.15 AugtUt. _______ ._. ___ ._. _. ______ 12. ... lQ.OUi + .. "'" 1,770 800 IUR .... 8eptember __ . _ • ________________ ' ..... 11.006 -980 ..... 3,375 81.70 19.86 October ______ • _________________ ....... 30.610 -2.070 ..... ..... "'$ ..... 
ToIoI. __ ••••••••• _ •••••• neo_ ns.23& -..... l8,'" 1&'" , .... , .... 

0_ 

.......... -_ ...... 
14 .. ", .... 

Pur- - Not ...... trade· 
Pur- - Pur- ..,.. ...... ----.-....- n ....... ......... ......... n ...... 

..... do ....... ....... .....,. ....... P=<o' ""-lanuary _~._. ____ • _____ ._. ____ ._ 
~ .... ,,'>0 -urn " "'" ..... 41.96 "' .. Yt'bruary • __ •• _______ ._._0 ______ li,615 "'25 +2,5110 ... .., '.62 27.77 ld arch ____________________ • _ 0 __ 

~ ... .... 111 +1,015 no no 12.02 ,u. 
:t:~I: :::::::: ::::::::::::::: ::: U2Il ..... +37£ ... <OS l8.89 IUS 

1.274 1& J25 -s. ... .. ~ .. ..... f7.15 ..... June. ___ • __ • _____ ._. __ • __ • ____ •• 
~, .. '2,000 -I,JOO ... . .... 8. .. 1167 July_ • ___________ •••.••• _____ ._. ..... 12. 150 -3.'" ... , .... .... '10' AU6Ull. __________ ". ____________ , ..... ...... +t,&10 1.'01> ..... ... .. 1 .... Beptenlbcll' __ A ___ • ______________ ..... '4300 -7.Z16 ... 1.115 5.,. .... O<:wber __ • _________ .••• ________ ..... 13.:no -<- ... ... ..... .. .. lUll 

~ ............. -...... ...... ... , .. -...... l~"" 17, lao , .... 17.7' 

THE DISTANCE PRIVILEGES SELL FROM THE CLOSING PRICES 
OF FUTURES 

The price of the daily privilege is determined with reference to 
the price of the future at the close of the market. The spread between 
the price of the privilege and the closing price of the future is spoken 
of as the distance the bid or offer sold from the close. 

Comparing the prices of the daily bids &lid offers in the May &lid 
Dec.em.ber wheat futures sold on the Chicago Board of Trade during 
the years 1926 to 1930 with the closing pnces of the futures! it w .... 
found that durin~ approximately 75 percent of the time buls &lid 
offers sold at a distance from the close of from 1 to 2 cents. On 
only about 25 percent of the days were the spreads 2 cents or more. 
Similar percentages would no doubt be obtained for the March, 
July, and September futures. 
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For individual years and futures the percentages varied. The 
~tage of spreads of 2 cents or more is la.rger in some years than 
m others. For example, the bids and offers traded in during tbe 
year 1926, the latter part of 1929, and the year 1930 were frequently 
2 cents or more from the close. ~ the life of the future the 
delivery month will usually show the WIdest range in the distance 
thatrrivileges sell from the close. As can be seen in table 6, during 
21 0 the 40 instances, or 52 percent of the· time, privileges sold as 
much as 4 cents or more away from the closing price of the future 
during the delivery month. A further examination of the data will 
also reveal that in 11 of the 20 delivery months quotations on offers 
w~ the farthest away. thus suggesting that sharp advances in the 
pnce of the Chieago wheat futures were anticipated during these 
months and particularly on the last few days of the month when 
most of the la.rger spreads occurred. How mucb trsding is done in 
privileges at so great a spread is not known. One can lISS\lllle, how
ever, that the volume of such trading is small. 

TAliLiO 6.-Ma.:im"'" diota-. U...t pricu 6J dcily bidI! and off ... i,. Chkago 10_ Jut ..... U>er< Irom u.. dcilv cle8i"ll !'riD< oj u.. lulur .. d .. ri"ll u.. r .. p«tiH 
del, .... v monlAo, Jor u.. v ...... IOZ6 k> IOSO 

(In cmta per basbel) 

'"'" - .... .... .... 
~ 

Bids 0 .... Blda - B .... - B .... .,..... B'do -May. _____ 1O*":lm 8!<-"" lW-ltli 21~~ - 5l6"!< -;;; m ·~llm Jnly ____ ..... J~8~ IJO- S!< ... - 2l<j~ .~j. September __ J~"J.i, 10 ~~ .... 2jl I!<- • 2!< 1~ J::HJot -_. _OK 'OJ<- _OM • ..ol< !6-1* '14 _ii< 1Hl< 

FACTORS DETERMINING THE DISTANCE THAT PRIVILEGES SELL 
AWAY FROM THE CLOSS 

As stated in the preceding section, the distance that bids and offers 
sell away from the closing price of the future is, mos~ of the time, 
less than 2 cents. Sometimes, as during the delivery months, the 
spread is greater. It was thought that possibly the size of the spread, 
ie., the difference between the closing price of the future and the 
price of the privilege, was releted either to the range in the .price of 
the future on the day the privilege was traded in or to the antJcipated 
range for the following day. An analysis of the figures compiled, 
however, shows that there 18 very little, if any, reletionshi:r' between 
the distance that the privilege eells away from the close an the price 
~e of tbe future on the day the privilege is traded in or on the fol
lOWIng day. In the former case, the correlation coefficient for the 
1926 Chieago September whea~ future is +0.458 and for the 1926 
December future +0.259_ For the latter, in which the spread 
between the privilege and the future is compared with the price 
range of the future on the following day, the coefficients are, for the 
same futures, +0.224 and +0.337, respectively. As no relationship 
is sbown hetween the daily range and the distance tbe privilege sold 
away from tbe close, it was thought that probably the change in the 
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price of the future, comparing the close of one day with that of the 
previous day, might have had an influence. It was found, however, 
that this price change was not a factor in determining the distance 
privileges sold from the closing price of the future. 

The factors which determine the size of the spread are these: 
The supply and demand for privileges, i.e., the willingness of traders 
to sell or buy rights; the length of time the privilege has to run, i.e., 
daily or weekly; whether or not the privilege happens to be in a future 
which already IS in its delivery month, as for example, a privilege 
bought in July wheat during the month of July; the past trend of 
price movements over a period of time; and the present state of the 
market, i.e., the outlook for advancing or declining prices. Indica
tions are that traders are largely influenced hy recent movements in 
prices of futures. If the price trend has heen downward for a number 
of days the vade are apt to continue to be bearish and if, on the 
other hand, prices have been advancing, they are inclined to look for a 
further advance until something upsets the trend and starts it in 
the opposite direction. One will find that when the trend is down
ward bids will sell farther away from the close, whereas with an up
ward trend, offers will sell at a ~ater distance from the closing price 
of the future. Trading in pnvileges takes place during the last 
half hour of trading in the cotton and stock markets. Should any 
wide fluctuation occur in either of those markets during that 30 
minutes of trading it is apt to influence the prices at which privileges 
in ~ain are sold on the Chicago Board of Trade. Another element 
which affects the demand lor privileges is the amount for which 
p'rivileges were good at the close of the futures market. For instance, 
if offers were good for 1)( cents at the close of the market, bids will 
most likely sell farther away from the day's closing price than would 
otherwise be the case because of the demand for them by traders 
who called the offers earlier in the day but did not wish to advance 
margin money to protect the commission house against any change 
in the price of futUres the following day. 

THE PRIVILEGE MARKET AS A FORECASTER OF DAILY PRICE 
MOVEMENTS OF FUTURES 

The distance that daily bids or offers sell away from the closing 
price of the future indicates whether trade sentiment is principally 
bullish or bearish as to the next day's price movement. If bids sell 
farther away from the closing price of the future than do the offers, 
it is presumed that the predominant trade sentiment is that prices 
of futures are more likely to decline than advance the following day. 
On the other hand, if the offers sell farther away from the close, an 
advance in price is antieipated. 

Whether the predominating trade sentiment was right or wrong 
was det8l.·mined m the following manner: 

If the average of the prices of the bids was farther away from the 
close of the future than that of the offers, the trade was considered 
to be principa.lly bearish. If the closing price, or avera.,,<>e of the 
closing range, of the future the next day was lower than that of the 
previous day the privilege market was considered to have forecast 
correctly the ch&nge that took place. On the other hand, if the offers 
sold farther away, and the price of the future showed a decline at the 
elose, the privilege market was wrong in its prediction. Conversely, 



16 OIRCULAR 323, U. S. DEPARTMENT Oli' AGRIOtJLTUEE 

if the bids sold farther away, and the price of the future closed higher 
the next day, the prevailing sentiment of the tra4e was held to be 
wrong. On days when the average of the bid prices was the S&l1l8 
distance from the close as the average of the offers, it was assumed 
that trade sentiment was about equally divided as to whether prices 
would advance or decline the next day, and, therefore, that no advance 
or decline. in the plj.ce of the fut.ure was predicted, and such instances 
were not mcluded ill the analySIS. ,-

From an analysis of the March, May July, September, and De
cember Chicago wheat futures traded in during the period of January 
14, 1926, to December 31, 1930, it appears that the privilege market 
was right 63 percent of the time in forecasting whether or not the 
trend as indicated by the average cloeing price of the future would 
be higher or lower the following day, as shown in table 7. This 5-year 
average is based on 3,784 inetances, comprising 5 major futures com
bined, when both bids and offers were trsded in on the s&I1le day, 
and tile privilege market forecast higher or lower prices. There were 
299 other inetances when no forecast was indicated. 

TABL» 7.-Num/Jer .! day. and perumag • • ! lime /hal 1M prir>ikg. markd ..... 
rigill .r _ong in !orfJC48tinq high .. or /qw .. priuI .! wheal !ulu .... tho following 
day ... tho Chicago Board 0/ 'I'radB during tho period.! Jan. 14, 19et1, 10 Dec. 81, 
11180 

Days an which the pri'Vllege market Dan on whfoh Pereentage of .......... ... - time-.....-
h_ 
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'CO 8M 770 .. ... , .. m dUO ..... December __________ • _______ ,77 ... 820 .. ... ... 21!1 ..... ..... 
Total_ ••••• _._ ••••• _. __ a. .... ~"" .. ,.. ... ..... .. ... , .... ..... ... W 

For the individual futures, however, the percentage of instances 
when the forecasts were correct ranged from 49 to 71 percent. The 
poorest showing was made for the 1927 wheat futures for which the 
averege of the 4 major futures was 57 percent. The best results 
were obteined for the 1930 futures for which the percent&gS of cor
rectness was 68, as can be seen in table 8. 

TABLIi 8.-Percentag$ of finu that th~ privileg6 market Waf' ClIrred in fOTtJC(U/.ing 
higher or lew .. price. o! Chicago whoallutur .. 1M !oUcwing day, by !ulur .. , during 
1M perioa JaR. 14, 19118, 10 Dec. 81, 1980 

May lui. ~ n.. 
P ...... '"'or ... March hlture - P ..... P ..... P ...... ..,.,"'" tuture tuture tutun "'- tu""" 

...... 
1* _________________ -------- .926 61 '926 .. '926 eo '926 .. d' 1m ________________ 

1-...... '027 CD '027 .. '027 lIS "m .. E1 1928 _________________ 
'028 .. 1028 ,. ."" .. , ... .. .. UI2iL ________________ .. .- " '1120 .. "'" eo "'" .. .. 1930.. ________________ .. , .... .. '9311 ,. '9311 ,. '''''' n ... 

6-~.V1nI8- ... -------- .. . _----_. .. --_._-_ . .. .. _ .. -.. .. .. 
1~.'ftl&P. 
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The results secured show that approximately 63 percent of the time 
the daily I?rivilel,'e market correctly forecast an advance or decline 
in the c10smg pnces the following day. The fact that the privilege 
market was riaht but 63 percent of the time suggests that there are 
factors which have an influence on prices of futures the following day 
which have not been taken into consideration or whose influence was 
underrated by the traders in privileges. It may also be that traders 
were influenced too much by price movements just experienced. The 
relatively poor showing with respect to forecasting price movements 
may also have been due in part to the inability of many of the traders, 
at the time the privileges were traded in, properly to evaluate the 
effect of anticipated changes in fundamental conditions. Some of 
the factors influencing prices of futures, however, may not be fore
Been as, for example, unexpected changes in the weather, heavY con
centrated trading on the part of one or more speculators which was 
not anticipated, or a sudden increase in export demand. 

A study made of some of the instances when the privilege market 
failed to forecast correctly price movements the following day indi
c~tes that when prices have been declining speculators are apt to 
anticipate a further decline and conversely, when the trend has been 
upward, they believe prices will advance still further. In other 
words, they cannot foresee when changes in the trend will take place. 

THE FORECASTING ABILITY OF 13 LARGE SPECULATORS AS RE· 
VEALED BY THEIR TRADING IN PRIVILEGES 

In order to ascertain how the forecasts of the privilege market, as a 
whole, compared with those of the larger speculators, figures were 
oomp'i1ed showiug the number of instances when the price of the 
privilege bought or sold by the large trader came within the closing 

r.rice range of the future the followiug day. If the price of the privi
ege came within the closing price range the next day the trader wae 

rated correct in his forecast if he were the buyer and wrong if he were 
the seller. The latter, when he sold the privilege, was assumed to have 
forecast that the price of the future would not reach the privilege 
price the following day. There are times, however, when the seller 
of a privilege may WISh to increase or liquidate his existing open 
commitments by means 01 bids or offera, and in order to do so he may 
attempt to force the p'rice of the future through the price of the priVl
lege so that the privilege he has sold will be exercised by the buyer. 
In this manner he may operate under cover and at times accumulate 
or dispose of part of his line at more favorable prices th .... would be 
the case if h's heavy trading went through the pit. In the absence 
of knowledge as to his motive, such cases have been treated on the 
same basis as the others, namely, that when the pri viI~ was sold 
the seller was of the opin:on that it would not be exerCised by the 
purchaser. 

The figures for 13 of the larger speculators given in table 9 show 
that the 7 sellers of privileges were right most of the time in their 
implied forecasts, and the 6 buyers were wrong. The range of per
l.'Ilntsge of correct forecasts for the 7 sellers of privileges ran from 
62 to 84, .,lith an average of 73 percent for the group. For the 6 
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buyers the percentage of their forecasts wrong ranged from 44 to 79 
with an average of 68 percent." 

Beee.use the sellers of privileges in the group were right, on the 
average, 73 percent of the time it does not necesse.rily follow that 
they had superior market judgment and, therefore, were better 
forecasters of price movements, 813 these lar~e sellers frequently pro
teet the bids and offers sold by trading agamst them in the futures 
market.I ' This trading against the privileges, therefore, results in 
giving the large sellers of privileges credit for having been correct in 
their forecasts e. greater number of instances than would have been 
the case had they not prevented prices of futures from going through 
the prices of the pri vil~es. 

Because sellers of pnvileges were right much of the time in fore
casting price changes does not necesse.rily mean that they made a 
profit on their privilege transactions over a period, of time. Whether 
or not they made a speculative profit depends on the quantity of 
privileges they had sold and for which they received fees, and the 
extent of their losses taken when the buyers exercised their right to 
put or call. The losses sustamed by the sellers when they were wrong' 
m their forecasts might have offset the gains made when they were 
right. On the other hand. the speculative profits made or the losses 
sustamed by the buyers are dependent on the quantity of privileges 
exercised and the profits made on tbose put or called. Commissions 
and taxes paid must also be allowed for, and in addition the buyer has 
the cost of the privilege to take into consideration. 

FREQUENCY WITH WHICH PRIVILEGES ARE MADE GOOD 

Privileges purchased, which are good for 1 day ouly, may be exer
cised !l.D¥ time the next day. The general practice, however, is for 
commission bouses to eXercISe privileges in behalf of their customers 
at the close of the market. Of course! the trader can instruct the 
broker that bis privileges be exercised <luring the day if the price is 
reached, but in the absence of such an order they ordine.rily would not 
be put or called except at the close. At rare intervals privileges are 
exercised before the close, but in such instances it is because a large 
trader exercises his right to put or call. 

There apparently are several reasons why privileges are exercised 
ouly at the close in the absence of instructions from the customer. 
(1) It facilitates the handling of privileges on the part of commission 
houses and their brokers in that they do not have to watch the cards, 
ehowing the privileges to be exercised, throughout the session to see if 
the price of the future has reached that of the privileges which are to 
he put or called, and thereby detract their attention from the fill.ing 
of orders for the purchase or sale of futures. (2) The exercisin~ 01 
customers' privileges earlier in the day, would give rise to complamts 
on the part of customers as to whether or not the "taking or 
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profits" could not have been done more advantageously at some other 
time during the trading session. (3) The customer has an oppor
tunity during the day to purchase or sell futures if he thinks that he 
can do so to better advantage than is possible by-the exercising of the 
privilege. (4) The practice of exercising privileges at the close does 
not in any way nullify the customer's right to order his broker to 
exercise his privilege any time during the session. 

POR THE J4ARKET AS A WHOLE 

The total amount of privileges, in terms of bushels, made good on 
'the Chicago Board of Trade from day to day is not known 88 no record 
has so far been kept br any organiz!l-tion. It was found, however, 
that for the 5-year penod of January 1926 to December 1930, daily 
bids in wheat on the Chicago Board of Trade, all futures included, 
were exercisable at a gross profit. at the close of the market nearly 
25 percent of the time, and offers almost 21 percent, or on the average 
approximately 1 day of every 4 or 5, For the individual years, the 
percentages varied from 20 to 28 percent in the ease of bids, and 17 to 
25 percent for offers as shown in tables 10 and 11. Over a longer period, 
however, the percentage of days that bids are exercisable at a profit 
probably will be the some as that for offers. That bids happened to 
be good more often than offers d~ the years 1926 to 1930 was due 
principally to the fact that the major price movements were more 
frequently downward than upward. 

TABLB lO.-Tht' maximum mad the OtJeT(JjJe number, and p6rantage, of iUla~ 
that Chicago dailll bid3 in ",Mat, aU f..tUT" included, "' .... grrod, bll "","", from 
Jan. 14, 19B61 to Dec. 31, 1930 

Item .... .... , ... , ... , ... Total 
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low of &he closing prict of tbe future CD &b& foUowiDg ,,,,. day __________________________________ ..number __ , .. ... ... ... ... 
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Jan. 14, 18!!6, to Dec. 81, 1980 
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comparing the low of the oiler priceII with the high of 
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li.i 23.' .... .... '6.8 .... 
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averap oIIin& prlae the luture the De1t day .,. number •• • 02 '20 , .. ... Il71 To&al ______________________ • __________ j)eI'aInt __ 
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FOR THE AVERAGB INDIVIDUAL 

In determining tho number of instances that daily privileges were 
good on the Chicago Board of !J.'ra.de, the high of the bids and the low 
of the offers were compared with the closing price of the future. As 
no individual trader will always have privileges bought or sold at 
such favorable prices, no trader can hope to havelhis individual 
privileges exercised as often as any privileges are good on the exchange. 
Over a period of time the prices at which an individual makes pur
chases or sales of privileges will tend to approximate the average of 
the prices for the market. Such being the case, the frequency with 
which he may expect his privileges to be good will be determined by 
the number of times the price of the future reaches the average of 
the range of the daily prices of bids or of offers. 

Calculations based on data covering 1926 to 1930 indicate that on 
the average individuals trading every day would have had daily bids 
in wheat made good about 17 percent of the time and offers 13 per
cent or, in other words, privileges would have been good on the average 
1 day in 6 or 7. As shown in tables 10 and 11, these figures are from 
6 to 8 percent under those for the exchange as a whole, which are 
baaed on the maximum number of instances that bids were good when 
comparing the high of the bid prices with the low of the closing prices 
of the future the next day. In the case of offers the low of the offer 
prices was compared with the high of the closing prices of the future 
the following day. 

PERCENTAGE OF PRIVILEGES THAT ARE EXERCISED 

P9R THE MARKET AS A WHOLB 

The data examined for September 1926 indicate that probably 12 
to 15 percent of the daily l'rivileges traded in on the Chicago Board of 
Trade are made good. During that month offers in wheat were 
traded in to an amount representing 98,280,000 bushels. Of that 
amount, offers representing 12,625,000 bushels were exercised. The 
latter figure i8 12.8 percent of the total trading in offers. No record 
i8 available sbowing the quantity of bids that was traded in or exer
cised during that month. As the price trend of futures during Sep
tember 1926 was upward, it is certain that relatively few bids would 
have been exercised. Over a long period, however, as many bids as 
offers will be exorcised. As offers and bids are rarely good on the 
snme day, it C!lU be said, based on the data for September 1926, that 
for the market M a whole probably 12 to 16 percent of the privileges 
purdul.sed were exercised. That the percentage indicated appears 
reasonable ;.. su~ested by the fact that during the 10-month period 
of January to October 1927, the combined percentage of bids and 
offers mad .. good " by 29 large speculators as a group came within 
the range of 12 to 16 percent, and as th"se large traders were primarily 
""lIers of privill'g<'s and the general public the buyers, it is logical to 
assume that this percentage is repoosent .. tive of the market as a whole . . 

FOR 29 LARGE SPltCU'LATORS 

The percentage of privileges in Chicago wheat futures made good 
for the accounts of the 29 speculators during the first 10 months of 
1927 was somewhat less than that of the average for the market as .. 

It Tbe t4rm "mad. JOOdM Is benUllllld mtbe-.olful1llllnctbe.-meat.. 
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whole for 1927. The percentage for the latter was almos~ 18 for bids 
and 16 for offers, whereas for the speculators refermd to it was, aver
aging the privileges bo~ht and sold, 13 percent for bids and 14 per
cent for offers as shown m table 12. 

TABLOI 12.-'lTamodiofto in..- ....., _ p,.;.u.g .. .".IM Chicago &ard 01 
Trade bg U large specul4tora, "'"" 1M por~ mads good,lrom J "fl. 6 to Oel. 
61, 1967 

Volume tndeIllD --- Com-
bI_ ......... --- """"'- ..,. ..... -- MUll .. MIll .... -- ...- ....... .....,. P"- .....,. -- """'" Bl"'--____________ ... ... .. 'U!8 .. . .... ...92 048r:s.. ________________ 

in ... .. 'U7 21 ..... .U8 ....., ------- ... oa .. L .••••••• .. ._- ---- ---------
eanc Btds-_____________ 

117 '18 ,. , .... 18 ..... ..... Ofta3 ________________ .. rn 11 , .... 17 17.53 .... , 
TGtaI.... ___________________ 

ttl ... .. ---------- .. ---- -_.- ----------
TOIaL __________________ ... .., ,. ..... .. 1&46 1'-41 

For com, the percentage of privileges made good, purchases and 
sales combined, for these speculators taken as & group, was &round 16 
for both bids and offers. 

For the individual speculators comJ.>rising the group of 29 the per
centage of privileges made good vaned from none to 100 percent. 
Most of the group, however, had less than 20 percent made good as 
can be seen in tables 13 to 16. 

TABLB 13.-W_: Number of ~OJ's in 1M group 01 U IuJriftl/ ...,.;0". por
~ 01 prioiIeg .. """" good, Chicago &ard of TrtMU, duriftl/ J",,- 8 to Oct. 
SI, 19!!7 
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VOLUME OF TRANSACTIONS IN FUTURES ARISING OUT OF 
PRIVILEGES EXERCISED 

If an offsettin~ trade is not made when a privilege is exerdsed, the 
purchaser of a bid and the seller of an offer either go short the future 
or liquidate a long commitment. On the other hand, m the absence 
of an offsetting trade in futures, a seller of a bid and a buyer of an 
offer either increase a long position 01' oover outstanding open future 
oontracts when the privilege is exercised. This must be kept clearly 
in mind or one is apt to become oonfused when considering how a 
trader's position is <:hanged through the exfn-ising of privileges. 
It should be remembered also that it is only the buyer of the privilege 
who can exercise it and, therefore, only he that .. an reeeive any 
protection privilege trading affords. 

If the trader is long futures the purchase of bids proteets him agsinst 
a dedine below the bid prioo. On the other hand, if he has a short 
position in the market, the buying of offers protects him against 
an advance beyond the price of the offer. Privileges !lever gi..., full 
proteetion; they only limit the loss to the di/ferenre between the 
price of the future and the price of the bid or offer. 
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When privileges are exercised by the bu:yer the seller of a bid 
must buy the future from the holder of the bId, and he must sell the 
future at the offer price if the buyer of the offer calls on him to do so. 
The buyer of the bId can, however, exercise his right to "put" regard
less of whether or not thefrice of the future declines to or below the 
bid price. The holder 0 an offer likewise can "call" the future 
irrespective of whether or not the price of the future has advanced 
to or. above the price of the offer. In practice, however, this is not 
done as the buyer of the bid or offer has nothing to gain thereby 
except the opportunity to change his position in the market under 
cover. From a financial standpoint he can do better by makjng a 
purchase or sale of the future through the pit. Sometimes, even 
though the bid or offer is good, the purchaser of the privilege does 
not exercise his right to put or call. A circumstance under which 
such would be the case is when the trader can make just as favorable 
or a more advantageous transaction by means of a pit trade sometime 
during the trading session. Another case when the privilege may not 
be exercised is when the price of the privilege and the future are the 
same. A third instance is when the commissions that would be 
charged the nonmember by the broker on futures trades arising out 
of the taking of profits on the privilege held exceed the difference 
or spread between the price of the privilege and the price of the future 
and would thus result in a net 10"". In the latter case, with some 
few exceptions, the privilege is exercised for the account of the 
commission house. 

FOR TH& MARKIST AS A WHOLB 

The percentage of future trades that arise out of privileges exer
cised is not known as no figures have been compiled giving the infor
mation for both bids and offers. Data, however, collected for Sep
tember 1926, revealed that the volume of wheat futures on the Chicago 
Board of Trade, arising out of offers sold and which were called, 
aggregated (for the 142 clearing members) 12,625,000 bushels, or 
1.34 percent of the total trading in wheat futures for the month, 
which amounted to 942,762,000 bushels. The price trend during 
September ) 926 was upward, therefore offers were more frequently 
good than were the bid.. Because of this one would expect the trades 
In futures arising out of hids to he considerably less than 1 percent. 
Therefore the combined transactions in futures arising out of both 
bids and offers exercised would be not over 2 percent. Talring into 
consideration the fact that over a long period the quantity of future 
trades arising out of bids made good would be equal to that due to 
offers exercised, one can say that of the total volume of trading in 
wheat futures on the Chicago Board of Trade probably 2 percent of 
the purchases and a like percentage of the sales arose out of privileges 
exercised. This percentage of course would vary with individual 
days, months, and years, dependinlt on the extent to which prices 
fluctuated and the amount of trading that was done in pr!vileges. 

troR THE ACCOUNTS OF THJl 29 LARGB SPBCULATORS 

Large speculators many times make transactions in futures which 
arise out of privileges exercised either by them or by others. Some 

CIIlTllI 81 • 
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idea of the magnitude of these transactions during 1927 was secured 
from a study of the privilege trading of the 29 la~ ... traders. During 
the first 10 months of that year the quantity of Chicago wheat futures 
purchased by them collectively, through bids and offers made good, 
aggregated 55,125,000 bushels, and sales aggregated 44,500,000 
bushels as shown in table 17. These transactions represented 7 
percent of their total combined purchases, and nearly 6 percent of 
their sales, of wheat futures. In com, as shown in table 18, their 
aggregate purchases, originating out of bids and offers made good, 
totaled 29,152,000 bushels and the sales, 35,770,000 which consti
tuted approximately 6 percent of their total purchases and 8 percent 
of their total sales. 
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TULS 18.-e.m., V.I ...... • / /tilu,e trading ./ ..a. oJ t9 largo _""Ialor. and 
'110 vol" .... thai .....,. •• til of privilegu, CMcago Board oJ Trade, from Jan. 3 to 
Od. 31. JOE7 

Sal .. 

The percentages of trading in wheat and corn futures arising out of 
privileges for the individual. speculators making up this group of 29 
show considerable variation, running from less than 1 to as high as 
39 perc~t. For most of these traders, however, the percentage was 
less than 20. 

The quantity of pu",hases in Chicago wheat futures that arose 
out of privilt'~ for the individual. accounts of the 29 speculators 
during the penod of January to October 1927, ranged from 60,000 to 
16,520,000 bushels with 13 of the traders having pUlTh&Ses totaling 
over 1,000,000 bushels. The sales I"IlIlged from 195,000 to 9,745,000 
bush"ls with 14 of the trad .. ", havin.,. amounts aggregating over 
1,000,000 bushels. For com the purchases r&ngl'd from 200,000 to 
4,120,000 bushels, with 10 traders having bought over 1,000,000 
bushels. The agg~ .. te sales in com futures varied from 60,000 to 
7,240,000 bushels Wlth 11 having sold through privileges 1,000,000 
hush .. ls. These filtul'llS taken from tabl"", 17 and 18 disdose the 6.'<
tensive use made of privileges by the lou-ger speculators in acquiring 
IIIld dispo<ling of open commitments in Chicago wheat and com 
fuhlrtlS. 

The J>t'",entege of an operator's transactions in futures, arising 
from pnvill'ges m .. dt!' good, of rourse vmes from time to tIme. There 
&l\l period;; when a considerable part of a sp""ulator's transactions 
in futures arise out of priviJ .. ~ whereas at other times he may use 
th .. IU hut wry little for huildmg up or disposing of lines. 
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SPREADS AT WHICH PRIVILEGES WERE GOOD 

The amount in cents per bushel for which a privilege is good 
(termed the "spread") is determined by the di1Jerence between the 
price of the :privilege and the price of the future at the time tbe privi
lege is 8IercJS&ble. In other words, the spread represents the gross 
profit availAble through the exercising of the privilege and the making 
of an offsetting future trade through the pit.. 

Wheu the average price of the daily bids and the average price of 
the daily offers were compared with the average closing price of the 
wheat future on the day the privilege was exercisable .. it was found 
that in more than 50 percent of the instan""", covering the 5-year 
period of 1926 to 1930, the spreads for both bids and offers were not 
more than three eighths of a cent.. With the exception of 1929 in the 
case of bids, and 01 1926 and 1929 in the ease of offers, the spread in 
more than 50 percent of the instances during each of the 5 years .... as 
not more than three eighths of a cent, as shown io t.able 19. During 
the 5-year period, with resped to 79 percent of the bids the, ... ere 
good, and 75 percent of the offers that were good, the spread was less 
than 1 cent. 

Measuring the spreads by the method iodieated, it. WAS found that 
the maximum was less than 5 cents per busheL In t.able 19, th"", 
spr""d" have been gronped 8£COrdiug to size, sho...-ing the number of 
inst.ances for each class. It will be seen th"t there are very few in
stances of a spread of more than 1" cent.s. 

-
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T ABLB 19.-Number Dj imtaft.C61 that bids and offer. in ",heat future. 'W4ml' good
Jor .pectjied amount.. ChicagtJ Board 0/ Trade, by yean, from Jan. 14,. 19~6J to 
Dec. 51, 193O-Continued 
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When the various sized spreads were weighted by the number of 
times they occured, it was found that the weighted average by years 
ranged from " to 1 cent, approximately, with an average for the 
5 years of approximately" of a cent. This held true for both bids 
and offers. The smallest spread during tbe 5-year period was in 
1927, and the largest in 1929. The weighted average spread for bids 
was as follows: 1926, 0.62 cent; 1927, 0.46 cent; 1928,0.49 cent; 
1929, 0.92 cent; 1930, 0.60 cent; 5-year average, 0.62 cent. The 
weighted average spread for offers in 1926 was 0.69 cent; in 1927, 
0.55 cent; in 1928,0.59 cent; in 1929, 1.02 cents; in 1930, 0.58 cent; 
and the 5-year average, 0.68 cent. 

FACTORS DETERMINING THE PROFITABLENESS OF TRADING IN 
PRIVILEGES 

The factors determining the amount of profit made or loss sus-
tained on privileges by those who buy or ""ll them are the foll(>wing: 

The forecasting ability of the trader. 
Th& ~""'ntag<o of privilegeo bought or sold that are put or ~ed. 
The ai.e of tbe profit made or 1086 sustained on those put or called. 
The commissions and ta.xes paid. 

Information as to the forecssting ability of individual traders has 
been limited. to a study· of the 13 large speculators discussed in a 
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previous section. It will be recalled that the analysis revealed the 
sellers of privileges were right in their forecasts about three fourtbs 
of the time and the buyers wrong to a like extent. No study has been 
made of the degree to which the individual small trader's forecasts 
were right or wrong. Information presented later, however, indicates 
that the average small trader will find, over a period of time, that his 
privilege transactions are unprofitable unless used purely for protec
tive purposes. 

With some exceptions, it can be said that it is to the financial 
interest of the speculative buyer of privileges to be able to exereise as 
many of them as he can and for the seller to mllke good as few as 
possible. The term speeulative buyer does not include a person who 
purchases privileges purely for protection. He, of course, is not 
mterested in having privileges become good. The speeulative buyer 
of privileges is interested in having a large spread between the price 
of the privilege and the price of the future on the day when exercised 
so as to enhance his profit, whereas it is to the interest of the seller 
that the spread be small in order that his loss may be narrowed on 
those privileges he is required to make good. 

Sometimes, however, the seller of a privilege may wish to have the 
privilege exercised by the buyer, and the former may even mllke 
trades which will aid in driyin; the price of the future through the 
privilege. In other words, he IS willing to tllke an apparent loss on 
his privilege transactions in order to change his position in futures 
through privileges, as for instance, when he desues to close out a 
short line "under cover" by selling on a declining market. He may 
even sell short an additional quantity of a particular future in an 
effort to force the price through the bids, hoping that the holder of 
the privileges will exercise them, thus permitting the seller to cover 
a substantial quantity at a lower price than he might have to pay if 
his covering were done through pit purchases. In addition, he has the 
premium paid by the buyer for the privilege which still further reduces 
the cost of the futures purchased thro,::.t~gbids. Additional illus
trations will be given later in a section d . with the acquiring and 
disposing of speeulative lines through privileges. 

The frequency with which privileges are exercised varies, also, 
between in<lividuals, de~ding on the price at which the bid or offer 
is oought or sold. This factor accounts in part for the differences 
between individuals in the percentage of privileges exercised. 

Because a nonmember of an exchange has to pay full commission, 
he is at a substantial disadvantage as compared WIth a member who 
does his own trading. The great advantage a member who does his 
own trading has over a nonmember is shown in the following tabula
tions. It will be seen that a nonmember buyer of bids must be able 
to exercise more than 88 percent of them at an average spread of three
eighths of a cent per bushel in order to mllke a profit, not allowing for 
Federal taxes on the future trades arising out of the bids made good. 
On the other hand, & member doing his own trading need onlvexereise 
27 percent, not taking into consideration the Fed .. ral taxeS and the 
clearing charge which he has to pay. This latter charge is, however, 
relatively small. 

The percentage of purchases of daily {'rivil..ges that a member and 
a nonmember, respectively, of the Chicago Board of Trade must 
exereise at speeified spreads in order to mllke a profit follows. 
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A member buyer of de.ily bids or offers in wheat, corn, oats, or rye, 
doing his own trading, makes a profit, disregarding the Federal tax 
on offers ,. purchased, and on futures trades arising out of bids exer
cised, and not including clearing ehlll'ges, if-

More than so percent aTe exercised at &- spread of " cent per bushel. 
Mora than 40 peTCent ...... exercised at a spread of ~ cent per bushel. 
More than 27 percent are exercised At 8. spread of ,. cent per bushel. 
More than 20 percent are exercised at a SP1'ead of " cent per bushel 
More tha.n 16 pereent are exercised at a spread of % cent per bushel. 
More than 14 percent are exercised at a spread of ~ cent per bushel. 
More than 12 percent are exercised at a spread of ~ cent per bushel. 
More than 10 peTCent .,.., exarcised at a spread of 1 cent per bushel. 

A nonmember buyer of daily bids or offers in wheat, corn, oats, or 
rye, makes a profit, disre~arding the Federal tax on offers lJ purchased, 
and on futures trades arlsing out of bids exercised, if-

Mora than 88 peTCent are exercised at a apread of " cent per bushel. 
More than 44 percent are exercised at a spread of ~ oent per bushel. 
More than 29 percent are exercised at a spread of ~ cent per bushel. 
More than 22 percent are exercised at a spread of "cent per bushel. 
More than 17 percent are exercised at a spread of cent per bushel. 
More than 14 percent are exercised at a spread of 1 cent per bushel. 
More than 12 percent are exercised at a apread of I ~ cents per bushel. 
More than 11 percent are exercised at e. spread of 1 ~ cents per bushel 
More than \I peTCent are exercised at a spread of 1% .. nts per bushel. 
More than 8 peTCent are exercised at a spread of l~ cents per bushel. 

The maximum percent~e of sales of de.ily privileges by a member 
and a nonmember, respectively, of the Chicago Board of Trade that 
may be exercised by the buyer at specified spreads with profit to the 
seUer are shown below: . 

A member seller of bids or offers, doing his own trading, makes a 
profit, not including clearing chlll'ges, if-

100 percent are exercised at no profit to the buyer. 
Leas than 80 peTCent are exercised at a spread of % cent per bushel. 
Leas than 40 percent are exercised at a apread of Y. cent per busbel. 
Leas than 27 percent are exercised at a spread of % cent per bushel. 
Leas than 20 percent are exercised at a spread of ~ cent per bushel. 
Leas than 16 peroent fU'e exercised at a spread of n cent per bushel. 
Lesa than 14 percent are exercised at a spread of ,cent per bushel. 
Less th&n 12 percent are exercised at a spread of cent pet" bushel. 
Less than 10 percent. are exercised at,a spread of 1 cent per bushel. 
Leas than 9 percent are exercised at a spread of 1 ~ cents per bushel. 
Less than 8 percent are exeroieed at a spread of IJ4 cents per bushel. 
Leos than 8 percent are exercised at a spread of I % cents per bushel. 
I .... than 1 percent are exercised at a spread of l~ .. nts per bushel. 

A nonmember seller of bids or offers makes a profit, if
Leos than 36 percent are exercised at no profit to the buyer. 
Leos than 24 peroent are exercised at a spread of ~ cent per bushel. 
Lese than 18 percent are exeroised at a spread of % ceut per bushel. 
Less than 15 peroent are exercised at & spread of % Gent per bushel. 
Leos than III peTCent are exercised at a spread of~ cent per bushel. 
Leas than 11 percent are exerciaed at a spread of cent per bushel. 
Less than 9 percent are exen:iaed at a spread of ,cent per bushel.. 
Less than 8 percent are exercised at a spread of cent per bushel. 
Less than 8 percent are exercised at a spread of 1 cent per bushel.. ,. 
Leas the.n 7 percent are ex.rcised at a spread of l~ ceuts per bushel. 
Lees tllan 6 percent are exercised at a spread of 1 Y. cents per bushel. 
Leos thau 6 percent are exercised .. t a spread of 1* oents per bushel. 
Leas than 6 percent are exercised .. t a spread of II{ cents per bushel. 
Leo. tban /; percent are exercised at .. spread of I,. .... ts per bushel. 

n Allhoulh ~.uer of tIM! ok PQa Ute hdtnl tu; lhenoD. &be bunr PIl'I to &be __ aD. amount 
~ual u.r.;o. 
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In order for a nonmember seller of privileges to make a profit, less 
than 15 percent of the privileges sold must be exercised (at an average 
spread of threlHlighths of a cent per bushel), whereaS a member seller 
will profit if less than 27 percent of the privileges sold are exercised at 
such a spread. In other words, a member can have almost twice as 
many futures put to, or called from, him (at a lHlent spread) as a 
nonmember before incurring a loss. 

The minimum percentage of bids or offers that must be exercised 
by a nonmember buyer at various average spreads, in order to make a 
profit, exclusive of Federal taxes on offers which the seller collects ,. and 
on future trades arising out of bids made good, is indicated in figure 
1 by the curved line AB. If the point representing percentage and 
average spread falls under or to the left of that line the nonmember 
buyer incurs a loss, and if above or to the right of that line he makes a 
profit, excluding the tax collected on offers. For example, if the 
percentage of instances that a nonmember speculative buyer of bids 
exercised his privileges was 20, and the weighted average spread at 
which they were made good was fivlHlighths of a cent per bushel, he 
would have lost money on his privilege trading, as the location of that 
point on the graph would fall to the left of the line AB. 

Line XY indicates the percent~e of instances at various spreads 
under which the percentage of privileges made good by a nonmember 
speculative seller of privileges must come in order to make a profit. 
If the percentage falls on or above that line he suffers a financial loss. 
To illustrate, if he has put to him, at an average spread of onlHlighth 
of a cent per bushel, more than 24 percent of the bids or offers he has 
sold, he will lose money. The percentage made good must be less 
than 24 at that spread m order to avoid a loss. 

The OM line is the profit and loss dividing line for member buyers 
and sellers of privileges. This curved line is also based on the figures 
contained in the tabulations on page 31. It shows, for instance, that 
if the member buyer of bids or offers doing his own trading is success
ful in exercising his privileges more than 40 percent of the time at an 
average spread of one-fourth of a cent, he makes a profit on them, If, 
on the other hand, the percentage falls below 40, the buyer sustains a 

,loss. In the former cllSe the seller takes the loss, and in the latter he 
secures the profit, the member buyer's loss being the member seller's 
profit. 

In a previous section it has been shown that if a trader had bou~ht 
bid. in each of the Chicago wheat futures at an average of the high 
and low quotations, and had exercised them at the close every time 
they were good ana had taken profits by making an offsetting trade 
when the future was "put", he would have found that over the 5-year 
period considered the bids would have been exercisable only 16.8 
percent of the time. The amount for which they would have been 
good, i.e., the difference between the price of the privilege and the 
offsetting trade, would have averaged 0.63 cent 'per bushel. When 
plotted on figure 1, it will be found that the pomt representing 11 
percent and 0.63 cent per bushel lies outside of the profit zone of both 
nonmember buyers and sellers, showing that neither of them would 
have made any profit. As the point falls just above the line OM it 
also reveals that the member buyer could have made a profit, disre-

" Altbon&b the aeI1er or the der peJ'l t.be tax be eolleeta it from Ute ~ at thIII time Ute ph11ep .. 
.... bL 
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garding the clearing charges, in the event that he did his own trading, 
and the Federal tax on futures trades arising out of bids exercised. 

The percentage made good, with the average spread, is shown in 
figure 1 for the years 1926 to 1930, with therespeetiveyears designated. 
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aU feU within the loss areas during the 5 years, whereas for the members 
they crune, e.'<cept during 1929 and 1930, within the profit area of the 
seller of bids. 
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As to the offers in Chicago wheat during 1926 to 1930, it was found 
as shown in figure 2 that a.Il points, except for 1930, ..,ame within the 
loss area for nonmember sellers." Not one of the points fell within 
the profit area for nonmember buyers. The 5-yesr average also was 
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either buyers or sellers of privileges for speculative purposes appar
ently were losers in privilege transactions during the 5-year period 
of 1926-30. 

In view of the fact that privileges in wheat at Chicago are good on 
the average only around 15 percent of the time, or 1 day in 6 or 7 
and that in more than 50 percent of the instances when they are good 
the spread is not more than three eighths of a cent per bushel, and on 
the average only five eighths of a cent, there apparently is, with one 
exception, no profit in trading in privileges on the part of nonmembers 
of the exchange whether they are buyers or sellers. In other words, 
nonmembers who, over a period of time, are consistently speculative 
buyers or sellers lose money by trading in privileges. The one 
exception is where the nonmember customer has unusual foresight 
and 18 able to forecast price changes with a ~ater degree of accuracy 
than is normally the case. To show supenor ability as a buyer he 
either must exercise a greater percentage of his privileges than the 
average buyer or be able to make offsetting trades which tillow a profit 
not obtainable at the close of the trading session, and the latter at 
the risk of the privilege not being good at the close of the session. 

The member buyer who does his own tra~, and whose trades are 
made for the sole purpose of making profits m privileg_and who 
makes offsetting trades only at the close of the session-will find that 
he makes only a very small profit over a lo~ period, unless he is able 
to exercise more than 17 percent of his privileges at an average profit 
of five eighths of a cent per bushel. 

As stated in a previous section, bids in wheat on the Chicago Board 
of Trade were exercisable 17 percent of the time during the period 
of January 1926 to December 1980. The 5-year weighted average 
amount for which the bids were good at the close, if all were exercised, 
Was five eighths of a cent per pushel. On this basis it will be found 
that the member buyer would have made a gross profit of only $62.50 
for every million bushels traded on bids in wheat. This would not 
have -been sufficient to pay his clearing charges and the Federal tax 
on the transactions in futures arising out of the bids made good. 

As the profit made by the member buyer represents a loss to the 
seller, the member seller of the bids would have had to absorb the 
$62.50 loss. In addition he would have had to pay the clearing 
charges on the trades made by himself. Should he, however, have 
had another member 8.'\Cecute the trades for him he would have had to 
pay half the commission that a nonmember would have paid. Had 
the buyer Bnd the seller of the bids been nonmembers of the 8.'\Cchange 
they would both have suffered a loss. For the former it would 
have been $462.50 per million bushels and for the latter $587.50, 
not including taxes. Figures 3 and 4 show the comparative profits 
made and losses sustained, per million bushels, by nonmembers 
not allowing for the Federal ta.x, when various !?ercentages of the 
bid. and oilers traded in are made good at specified spreads. The 
8tU116 infonnation is given for nlenlbers, no allowanc-e being made for 
clearing charges, commissions, if any, or taxes. ' 

As previously emphasizoo, the profitableness or unprofitableness of 
privil<>g8S as measured in this study is based on the assumption thst 
when profitable they are elways exercised at the close. The fact that 
a trader may have futures to apply on the privilege when exercised 
does not nect'SSarily mean that the profit made or loss sustained on 
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the privilege is the spread or difference between the price of the 
privilege and that of the previously acquired future applied. Calcu
lating the financial outcome on that basis would result in joining 
together profits or losses arising from both {>rivileges and futures. 
For this type of transaction it is obviously nnpossible to measure 
the portion of profit or loss due solely to privileges unlees the price 
of the future applied on the privilege is arbitrarily assumed to be that 
prevailing at the close on the day the privilege was exercised . 
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At times a trader will purchase bids at a price a certain distsnce 
from the close and then sell an equivalent amount of bids at a price 
still farther away, thus giving him. what is called a phantom profit. 
This potential profit is designated as "phantom" by the trade for 
the reason that it cannot he realized until the bids bought and sold 
have been exercised. Phantom profits may also exist by buying 
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and selling offers. There is, however, relatively little buying and 
selling of the same privilege by an individusl. for the purpose of 
making a profit. 

Thomas Gibson (4, pp. 94-99) states: 
* * * The writer kept account of the transactions in "puts and calls" 

bandled through a large concern for almost two years and found that only about 
35 percent of the money paid for these privileges returned to tbe purchasers. 
That is to say, the profit shown to purcbasers of "puts u! "calls Jt, and II straddles U ! 
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was only about $350 out of eaoh $1,000 reeeived by the sellers. After d6ductin$ 
the item of commission chargee, it ""U found that the sellers of privilege. reapec:t 
over 50 percent profit eaoh ,Year. The experiment referred to was based on p-ain 
privil_ but would probably hold good in stooks. The ..aero of these' pute 
and eallaJ \ are among the bl'ightest men in the street, and when they make prices 
they do 80 on the abaolute basis that they have the best of the bargain and the 
buyers are u8uallv a publio elemen~ In ~ test referred to) there were never 
three consecutive days 'When either Hputs" or ucaUa" were good. There was on 
one oooasion in the period. CUIl8Ultedt an advance of over 2() cents a busbel in 
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wheat in three days, but ''"caDs'' were ~od only on the first day of the advance. 
On this occasion the "calls'" were good for about 2 cents per~bU8hel on the first 
day'8 rise, but the sellers offered nothing for the second day, except at prices 
far above the market, and Although the market advanced 6 cents per bushel, 
:wheat was not "called". On the third day, prices for "caUsl' were prohibitive, 
ranging from ten to twenty cents above the closing price and aga.i.n wheat was 
not called, although the market advanced 8» cents. 

In the accounts examined. one seller of privileges on wheat bad an open order 
to sell 100 puts and 100 calls every day at the ruling price. He thus received 
$200 daily and invariably "took his loss" whenever the privileges operated 
against him. Tlul.t is to ""Y. if wheat clOBed one cent per bushel above the call 
price, he would be called for 100,000 buehele on his privileges, making him short 
that amount of wheat. This he bought in at once and pocketed a loss of $11000 
less the $200 received. Although h~ accepted some severe losses now and tnen, 
this account showed over $30,000 profit on a year's business. 

Anotber account was operated on a different principle by the seller of privileges 
and resulted in even larger profits. This individual would sell ten "puts" and 
ten "calls" on wheat each d&y~ In the event of bis being called, i.e. short of 
the wheat, he would, on the next day, sell no Hcalls,H but 20 "puts'!. In the 
event of a decline below the U put U price. he had enough short wheat to protect 
ten of his '~puts U and in reality automatically close out his ten thousand sbort" 
freqqently at a profit. As bas been stated, his profits were greater tban in the 
first instance quoted. There was, of course, &. more highly speculative element 
in his form of operating than in the other method, but the operator was Dever 
either long or short more than 10,000 bushels and received about $6,000 a year 
or 60 cents _ buehel from his privileges in addition to the 84Cruing of profit or 
the curtailing of loss by his mechanical method. 

In the accounts examined the persistent purchasers of r.rivtleges all finally 
lost money, except in a few eases where lines acquired on ( puts or calls H were 
carried to a successful conclusion in the course of time. That is, &. purchaser of 
"calls", finding a profit in his privilege, wouJd call the wheat aDd keep it. ThisJ 

however. resolved the matter into pure speculation, as the maximum benefits 
derived from this form of trsding can only be correctly measured by the profit 
shown at the expiration of the If put H or U call". That is to say J the seller need 
auifer no greater Joss than that shown when the contract he has given matures, 
aod consequently the profit to the buyer cannot be greater except through 
speculation. 

It would appear from these facts, that the purchasing of privileges is a poor 
business proposition, while the selling of privileges is a money making affair. Tbis 
is true. 'We need only compare the kind of men who buy "'puts and calls" and 
those who sen them to bave this truth made appsrent. The Iats Russell Sage 
was .. persistent writer of these instruments and made a great deal of money by 
the process.. The late Edward Partridge also made a good deal of money in this 
manner in the Chicago "'neat Market. He also used privileges to aid his manipu
lative campaigns.. On several occasions, he sold" calls H heavily through the day, 
then suddenly bid wheat up just at the close of the market, effecting a closing 
just above the call price. The scattered purchasers would call the wheat and 
put Mr. Partridge abort several millions at a high price, wbich was just what he 
wanted. He could not have sold 88 much wheat in the open market without 
breaking the price several centL On the same principle, he used sometimes to 
sell a ~t many "'putaH when he wished to -cover a line of short wheat and rush 
the pnce downward at the close. thus enabli.nJl: him to purchase a great line without 
disturbing the market by bidding for it. The process only worked a few times, 
however. As soon 88 it W88 discovered it failed, as the eall price, when reachea 
met with such a wave of selling that it was impossible to break through it, and 
~e manipulator was "hoist with his own petard. " 

There is another drawback to the habit of buying privilegea--a mental one. 
They are frequently made the basis of positive trading with disastrous results. 
The man who believes in an advance in certain., shares or commodities, frequently 
r:!di~aees privileges instead of following out his own eouvictions by actual 

. g.. Thus the man wbo had good reasons for expecting an advance in wbeat 
at the time of the 2O-eent advance mentioned above. and who used either liputgU 
or "e&Usn or both, &8 & means of operating on bis opinions, would bave reaped 
leaa tban two eenta a bushel during an advance of twenty aents. He miefjt. of 
eou~ have called the wheat on the first day of the advance and remAin long! 
bUl in that case he would merely have been speculating with equal chance oJ: 
looo or profit in _uing transactions. Aoids from the initial two cen~ pin, be 
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would have been in no different position than if he had pureh&eed and held the 
cereal on margin. 

It is the writer's opinion, founded on the experience set forth above, that it is 
much better to etJect transactions in the ordinary manner. than to depend on 
privileges. If HputsH and uc&lls" are dealt in at all, they should be sold. not 
purchased. The insurance companies make more money than is paid out in 
losses; 80 do the sellers of privileges. It may he well to add, howevert that the 
mao who runs an insurance company is in danger if be does not understand his 
business and his risks. or if he enters the field without sufficient capital to provide 
for possible initial l~ All this applies to the seller of privileges.. 

USES MADE OF PRIVILEGES 

Broadly summarized, the uses made of privileges are the following: 
They afford I'rotsction by limiting losses due to changes in the prices 
of futures. They make possible the financing of speculation in futures 
on less capital. They are a source of income to those who sell them 
to earn the premiums. They also supply supplementary revenue to 
brokers in addition to regular c('mmissions charged on privileges, in 
that customers' privileges are frequently exercised for the commis
sion house's own account. The privilege price is used by some traders 
as the point around which their transactions in futures center the 
next day. Privileges provide a means of accumulating or closing out 
speculative lines. They are also said to have a stabilizing infiuence 
on the price of futures. 

AFFORD PROTBCTlON BY LI)(lTIHQ LOSSES DUE TO CHANGES IN THE PRICK OF 
PUTURBS 

Bids and offers furnish protection only to those who buy them as 
they alone have the right to exercise them. A bid may be used to 
protsct an individual who is long the future or actual grain, against 
a decline in price. An offer can provide protection to a person who 
has short contracts open in grain futures or has sold cash grain which 
he still has to purchase. 

The following illustrations show how privileges may be used for 
protective purposes: 

EXAMPLJI 1. A TILADBB LONG WHBAT J"lJTUUB BUYS BIDS 

A nonmember customer of a grain commission house is long 5,000 
bushels of May wheat at $1.12. The price declines to $1.11 at the 
day's close. D~ to limit a possible further loss, he buys five 
bids in May wheat 1IIlIIIediatsly following the close of the day's 
session, at, say $1.10, or 1 cent below the closing price, good until 
the close the following day. The bids on 5,000 cost him $5.50 ($5 
plus 50 cents commission). Should the market the following day 
break through the bid price of $1.1 0 and remain below that figure 
until the close, he may dispose of his long wheat by "putting" it, 
that is, by requiring the seller of the bids to buy 5,000 bushels of 
May wheat from him at $1.10, thus limiting his loss to 2 cents per 
bushel ($1.12 less $1.10). To this loss must be added $5.50, the cost 
of the bids and the Federal tax on the future trade arising out of the 
privilege exerdsed. A" long" can handle his transactions to better 
advantage in this way than by piecing a stop-loss order at SUO, as 
by means of bids he has until the close of the market to put the grain, 
thus giving him an opportunity to profit by any advance in the mar-
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keto He also avoids the risk of having the stop-loss order executed 
at a price lower than $1.10. .. 

EXAMPLS 2. A. TRADER SBORT WHBAT FUTURES BUYS OJTEBS 

A nonmember customer of a commission house is short 5,000 bushels 
of May wheat at $1.11 at the close of the market. He desires pro
tection against an advance in the market. Thus he buys five offers 
at $1.12, or 1 cent over the market, good until the close the next day. 
For this protection he pays $5 plus a commjssion of 50 cents, tot8l. 
$5.50, plus the Federal tax on offers .. He pays this premium for pro
tection for 1 day against loss in excess of 1 cent per bushel. Should 
the market advance above the offer price of $1.12, he can call the 
wheat, thereby requiring the seller to sell 5,000 bushels of May wheat 
to him at the offer price of $1.12. The buyer of the offer thus limits 
his loss to 1 cent per bushel plus the cost of the privilege, the com
mission, and Federal tax. 

Oash-grein merchants may buy offers and at the same time sell 
bids. In this way the $5.50 plus the tax per 5,000 bushels paid for 
the offers is partially offset by the $5 per 5,000 bushels received from 
the sale of the bids. 

• 
BXTENT PRIVILEGES ..A.BB USED roa PROTECTION BY T&BllINAL ELEVATORS, 

EXPOHEBS, AND SPECULATOBS 

Advocates of privil~e trading always contend when the economic 
value of privilege trading is questioned that it should be permitted 
because it affords protection to eash-grein interests. The extent to 
which privileges are used for protection is overemphasized. Privileges 
apparently are not purchased on the Chicago Board of Trade to any 
appreciable extent by the larger cash~ain dealers such as elevat.or 
concerns and exporters, as a means of protection against price changes. 
The Federal Trade Commission also found privileges were not used 
to any appreciable extent by the cash-grain trade. In its report it 
says (11,ool.7,p.293): "This form of trading appears never to have 
been used appreciably by the cash-grein trade and such a facility does 
not appear to be needed by hedgers." 

The reason elevator concerns seldom use them is because it is too 
costly, and from experience they are able to estimate pretty closely 
each day before the close of the futures market what purchases or 
sales they need to hedge in order approximately to take care of busi
ness done after 1:15 p.m. Any purchases or sales made in excess of 
those estimated are hedged at the opening of the market on the fol
lowing day. 

To illustrate, a terminal elevator company knows from experience 
approximately how much grain it is likely to obtain on the acceptance 
of "to arrive" bids sent out after the close of the futures maryet. 
A hedge to cover the estimated amount is placed just before the close 
of the futures market. Should the amount of grain bought after the 
close be larger than anticipated, the excess bought is hedged at the 
opening of the market the next day. By this method of operation 
the money that would be spent for privileges is saved and over a 
period of time the results obtained have, it is said, proved satisfactory. 

The buying of offers can be of value to the dealer in cash grain who 
desires to offer wheat to European buyers subject to acceptance in the 
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afternoon or before the opening of the market on the next succeeding 
business day. In the event of the acceptance of his offer· being 
followed by strong bullish news, resulting in a sudden advance in 
price at the opening the following morning, he has avoided taking a 
loss due to overnight pric.e changes. Whenever export sales are to be 
made in Canadian wheat the exporter is more likely to purchase the 
privilege in the Winnepeg market where Canadian wheat futures a.re 
traded in than on the Chicago exchange. There is, however, another 
means of protection which he may utilize which is known as a "refusal." 
It often happens that an exporter will receive a request to make an 
off III covering a specified amount of grain. Whenever he makes an 
·offer which is termed "firm offer "ta he can protect himself by buying 
a privilege or by making an arrangement with someone to supply 
him with the required amount of grain if his offer is accepted and to 

.refuse, or cancel, the arrangement in case the offel) is rejected. The 
latter is known as a "refusal." He would be quite sure to protect 
himsalf by means of a privilege or a refusal if his purchase of the 
grain, should the offer be accepted, be apt materially to influence 
market prices upward because of the large quantity involved in the 
transactIOn. Exporters, however, will frequently take the risk of an 
overnight price change when the quantity involved is not too large 
or the wheat on which the firm offer is made is not of a special type 
for which & sudden small demand will cause the price to advance 
sharply. 

A study made of the trading in privileges by 29 of the larger specu
lators duriog 1927 previously referred to, revealed that they seldom 
used privileges as a means of protecting open commitments in futures. 
"The maj ority of the 29 were frimruilY sellers of privileges, whereas 
·onlv buyers secure protection 0 open commitments through privileges. 

Other than as a means of financing his future trades with a minimum 
of capital, the extent to which the small trader uses privileges solely 
for protecting open commitments against price changes is not known. 
Privileges are, however, used by small traders in place of "stop loss" 
orders. 

PRlVlLROES MAXB POSSIBLE THE PINANCING OF SPECULATION IN JI11TURES ON 
1.ESS CAPITAL 

The small speculator at times uses privileges as a means of lessen
ing additional margin ealls and thereby avoids the necessity of advanc
ing larger sums of money to finance his open speculative commitments 
in futures. By the payment of $5.50 for bids coverin~ open long 
eonunitments representmg 5,000 bushels, the customer ISlrotected 
for 1 day against a decline in price below the price of the bi ,and the 
brokerage house also is protected without calling for additional 
margin. By the buying of an offer for $5.50 plus the Federal tax, 
the trader is protected, should he have a short position in the market, 
against an advance in price beyond the price of the offer. Should the 
privilege not be exercIsed, the customer may buy another privilege 
for the next day's protection or be subject to margin call should the 
price advance. From the data analyzed, and previously presented, 
It appears that, over a period, the buying of privileges IS a costly 
method of protecting open trades . 

• A 4rmder ~OIM III wbJclI UM.n.t at,.. tht bUJWtbe pr~ofleOlP\aUI wUhlnaltzDtt.d tima. 
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PREMIUMS ON PRIVU.EQES ARE A SOURCB OF INCOMR TO SELLERS 

Many sellers expect that over a period of time theQlosses they sus
tain in making good the privileges exercised will absorb only two 
thirds of the fees received by them, thus leaving one third as profit. 
This expectation is based on trade tradition rather than on conclu
sions derived from the keeping of records of transactions actually 
made. 

PRIVILEGES FURNISH RKVBNUB TO BROKBRS IN ADDITION TO COMMISSIONS 

The small trader in privileges is, as a rule, not much interested in 
using privileges as a means of acquiring or disposing of open commit
ments in gram futures as is frequently done by the larger speculators. 
His primary purpose is to seeure profits on his privilege transactions or 
use them in lieu of margin money to protect the speculative commit
ments in futures which he has already made. Because of this the 
custom is, in the absence of instructIOns to the contrary, to take 
profits, if any, on his privilege transactions. In taking profits for 
the customer, the broker exercises the privilege for him. In doing 
so he either acquires or gives UP. depending on whether it is a bid or 
offer, future contracts to the extent of the privilege exercised. Before 
putting or calling the future he makes an offsetting tuture trade which 
results in the customer's not having changed his position in the market. 
The difference between the price of the bid or offer and the offsetting 
trade is .th.e gross profit accruin~ ~ the account of the customer. 
From this 18 deducted the COIIlllllSSlon due the broker on the future 
trsde arising out of the privilege exercised. Whenever the gross 
profit is one-fourth of a cent or less per bushel, the commission charges, 
plus the Federal tax on the futures trade arising out of the privilege 
exercised, exceed the ~ss profit with the result that the nonmember 
customer has a loss m his privilege transaction. Whenever such is 
the case the general practice among the commission houses is to take 
the trade into their own account. This gives them a gross profit of 
one-e~hth to one-fourth of a cent per bushel in addition to the regular 
coIDIlllSsion received on the privilege from the customer. The broker
age house, however, must pay a small commi .. .uon to the broker in 
the pit and pay the Government tax on the future trsde arising out 
of the bid made good. 

PRlVILROE PRICB USED BY SOME TRADERS AS A POINT AROUND WHICH THEIR 
TRANSACTIONS IH FUTURES MAY CENTER THB NBXT DAY 

A number of the larger traders use the prices at which they bought 
or sold privileges as a guide to their trading o{,erations in futures on 
the following day. Knowing the prices at which the privileges were 
bought or eold, thei! activity in futures centers around those prices, 
which serve as pivots. For example, to the holder of privileges, the 
bids or offers represent potential trsdes in futures, in other words, 
bid. may result m eaIes of futures, and offers in purchases of futures. 
Offsetting trades are made accordingly. To illustrate: Trader A 
buys bids representing 50,000 bushels of July wheat at 75 cents, or 1 
cent below the close. Let us assume tha.t the next day the market 
opens at 75% cents. Then the price of the future declines to 74" 
cents, and later it advances to 75l! cents with the close at 74" cents. 
Anticipating a decline in price he may sell 25,000 bushels of July 
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wheat at 75)1 cents and another 25,000 at 75X cents. When the 
future reaches the bid price he may cover 25,000, and when it reaches 
74)1 cents, cover the other 25,000 bushels. Expecting a reaction he 
may purchase a third 25,000 bushels at 74)1 cents. Believing that 
the price will advance further, he huys an additional 25,000 bushels 
when the price reaches 74" cents, and at 75)1 cents he sells 25,000 
bushels, and on the decline at the close to 74~ cents he "puts" the 
remaining 25,000 to the seller of the bids thus leaving himself without 
open commitments at the end of the day. 

A form of trading used by professional traders is to purchase or 
aell, depending upon whether they are buyers or sellers of bids or 
offers, half the amount of the future named in the privilege when it 
becomes good during the trading session. The holder of a bid may 
buy, for example, 5,000 bushels of Ma'y wheat at the bid price or lower, 
should the market decline to that pomt. Having made the purchase 
he is in a favorable position to profit by any advance or further decline 
in price. If the pnce advances he makes a profit on the 5,000 bush
els of May wheat purchased. Should the market price, on the other 
hand, decline further he can "put" the futures to the seller of the bid, 
as the bid which covered 10,000 bushels of May wheat protected him 
against a loss on the 5,000 bushels bought during the session. In 
addition he may buy another 5,000 bushels to apply. on the bid as he 
has the right. to "put" the entire 10,000 hushals. This type of trad
ing cn.rried on by holders of privileges is spoken of by the trade as 
"trading against privileges purchased." When a seller of bids or 
offers makes trades in antiCIpation of having wheat put to him or 
being called for futures, his trading is referred to as "protecting his 
aales of privileges." 

PRIVILEGES PROVIDE A MEANS OF ACCUMULATING OR CLOSING OUT 
SPECULATlVB LINES 

Speculators use privileges principally as It. means of trading on less 
CaPItal or for the purpose of accumulating or disposing of open com
mitments. Privileges may give them an opportunity at times to get 
into and out of the market at prices which may be more favorable 
than if they acquired their holdings through I?it transactions. In 
addition it permits the larger speculators to acqlllre or dispose of their 
line more or less under cover, i.e., without revealing what they are 
doing in the mn.rket which, of course, is advantageous to them. 

The selling of bids is sometimes taken advantage of by the specu
lator of large means when he is in It. position temporarily to depress 
the market to a point where the privileges will be exercised by the 
buyers of the bids. This ~ves the la~e speculator a chance to cover 
his short line or increase hIS long line WithOut hidding in the pit. He, 
of course, might fail if obliged to sell a larger volume than would be 
put to hinI at the dose. 

The extent to which the larger traders use privileges to get in or 
out of the market is indicated by the following data secured by the 
Grain Futures Administration: During the first 10 months of 1921 
the 29 large speculators previously referred to collectively traded in 
Chicago wheat futures to an ~ate amount of 1,556,761,000 bush
els (purchases and sales combmed) of which not less than 99,625,000 
bushals, or 6 percent, arose out of privileges made good. In com 
futures their aggregate transactions amounted to 903,323,000 bushels 
of which not less than 64,922,000 bushels, or 7 percent, represented 
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privileges made good. For the individual traders the percen~e of 
trades in futures arising out of privileges exercised' varied COIlSlder
ably as was shown in tables 17 and 18. In some instances none of 
the trades of the individual speculators was due to privileges exer
~e~/ whereas in o~er eases a conside~ble quantity arose out of 
pnVlleges. In many mstances the quantity was more than 1,000,000 
bushels for the 10 months, and in the case of one individual the amount 
exceeded 20,000,000 bushels for wheat and amounted to nearly 6,000,-
000 bushels for com. The extent to which the futures arising out of 
privileges were used to accumulate or close out large speculati..., hold-
mgs is disclosed in table 20. . 

TAU" 20.-Ezlmt w wMch priftleg ......... uaed in acquiring or diBposing oj k>ng 
and .hort linu in Chicago wheat and corn futures b'llIJS large specukJtorB in 1Dhsc;d 
and III in corn, from Jan. 810 Oct. 81, 19117' 

[llI1hoasaDds or bushels, 1.e., 000 omItted] 

Use. made of futures arisIng cut ot bids and TotallllOOUOt wed 
den made good (or-

Orain and priv1lep 
Aecomu~ Llquidat-AcqnlrInr CoverIng A~in' -... lating long short_ ~I." short liues ofHnes - I "'" 

Wheat: 
BJds~ _____________________ 

0.015 ,,,770 ..... 24,015 ....... 30 .... Offers.. ______________ ~ _____ 
lo.11i 10,65& ..... 10,620 20,""" 19.,014 

Total •••••••••••••••••.• 19,190 Zl,t$ ...... 34,'" (6.61S 60.'" 
Com~ Bids. __________ • __________ 

13. tOO 1'1, .fOO ..... 4,777 ...... 10.'" Otter8... __________ • ________ 
6,1" ~, 156 11, iOO ..... 11,-3J6 1&,666 

ToIoI ••••••••••• _ ••••••• 19,265 11,IHO 17,745 ..... ...... Z1,m 
Grand totaL ___________ ...... ...... ... ... 44,322 "',,. 77,607 

t 19 of the speeuIators In wheat.abo tmded In oorn rntures and are thm!lore, Included in both groups. 
f'J.'bere WEA also some large s~rs who traded in privileges but dId not have any transactiona in futures 
arta1ng out 01 prlvilec.es durmg the lO-month perlOO. 

The extent to which the large speculators chenged their 1?osition in 
a sinlde future on individual days due to future trades arismg out of 
privifeges varied from less than 100,000 bushels to as much as 2,560,-
000 bushels. .An examination of the figures in tables 21 to 28 reveals 
that about 39 percent of the quantities are less than 100,000 bushels 
in size, and 32 percent are between 100,000 and 200,000 bushels. 
The remaining 29 percent are 200,000 bushels or more. 

Whether privileges were used principa.1ly to accumulate or Iiq ui
date along line or to acquire or cover a short line was determined by 
the net position of the trader at the beginning of the day on which the 
privileges were exercised and the amount of future trades that arose 
out of privileges, For example, if the trader were net long and his 
privileges, when exercised, resulted in sales of futures, he was deemed 
to have used the privileges to liquidate long haldings. Should his net 
long commitments, however, be relatively small, say 15,000 bushels, 
and the sales arising out of the privileges exercised be large, let us 
say 100,000 bushels! resulting in a short line in excess of the amount 
liquidated, he woula be conSidered as using the privileges mainly for 
purposes of short selling. .Any transo.etions in futures in addition to 
those which arose out of privileges were not taken into consideration 
in deciding the purpose for which privileges were used. The reasons 
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for ignoring these pit trades are these: (1) The privileges were pur
chased or sold on the previous day when the trader had a definite' 
long or short position m the market and which position may have 
in1luenced his trading in privileges. (2) The future trades made in 
the pit the second day for his account may not have been connected 
in any way with the transactions made in privileges. The future 
trades may have been made before or after the priVileges were exer
cised. They may have been made with a view to forcing the price 
of the future through the price of the privilege or to preventing the 
privileges from being made good. They may have also! partly or 
wholly, represented offsetting trades made when the privileges werll' 
exerCIsed. At any rate, the motive with respect to tak:iJm or changing 
a position in the market was formed before the future tr..o.e was made. 

ACCll1IULATION 01' LONG LINES OF FUTURES THROUGH PRIVlLlDGES 

The accumulating of a long line of futures through privileges can 
be accomplished by either of two methods, (1) the selling of bids, 
or (2) the buying of offers. The accumulation of. a long position 
through the sale of bids can be accomplished only if the bids are 
exercised by the buyer. Their exercise IS at tinIes brought about, in 
case the seller of the privilege wishes to have the future put to him, 
by his helping to depress the price of the future until it goes through. 
the price of the bid as is illustrated later. The selling of the future is 
done when the price is near that of the bid. The advantage of forcing 
the price of the future through the bid price when accumulating a 
long line is twofold. (1) The sales of futqres made through the pit 
may mislead pit observers, who presume to know for whose account 
large orders are being executed, by giving them the inIpression that 
the tmder is bearish when in reality he is bullish, but operating under 
cover. (2) It may be possible by the use of bids for the speculator 
who operates on a large scale to obtain futures in large quantities. 
at somewhat more favomble prices thnn if they were ali purchased 
through the pit. 

The extent that bids are used by large-scale speculators in accumu
lating long lines ;,. disclosed by the figures in tables 21 and 22, which 
sho\v that during the 10 months of January to October 1927, 21 of 
the large~ speculators, taken together, accumulated, through the 
sale of bids, long commitments in Chicago wheat futures aggregating 
over 9,015,000 bushels, as compared with 10,175,000 bushels througli 
the purchase of offers. Twenty large speculators in corn futures 
acquired 13,100,000 bushels through the sale of bids and 61165/000 
bushels through the purchase of offers. The degree to which Dids 
and offers were used b;y different individuals comprising the group 
of 21 in wheat and 20 m Chicago com futures varied considerably. 
Each of 8 speculators accumulated, from time to time, various 
amounts of Chicago wheat futures which, for the 10-month period, 
totaled 1,000,000 bushels or more. In Chicago com futures 7 of 
theJn accumulated, individually, 8S much as 1,000,000 bushels or 
more. Some of thf.'m obtsined 1,000,000 bushels or more in each of 
these t,wo grains. Of these 2 groups the most outstanding as revealed 
in tsbles 21 and 22 were traders nos. 4, 6, 7, 24, and 31. Each of 
them accumulated at various tinles quantities of Chic~go wheat 
or c·om futures which for the 10-month period aggregated 2,000,000. 
bushels or more. 
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TABLE 21.-Accumulaling 0' long .. mmil_ in Chicago wheat Iulur .. throngh 
bido .old or oiler. bouglil bv £1 largo ."",ulater. during Jan. S to Oct. Sl, 111B? 

Trade ... Date 

(In thousands of bushels; i.e., 000 omitted) 

Net position ateiose 
of previowl day 1927fufure 

Quantity 
accumulated 

(bongbt) 
tbroU&l>-

Bids O!fers 

Other trading 
In the.same ru,,,,,, 

Pur...... 
1 ________________ luly:28 Bvm. ____________ December________ 30 ____________ •• ___ • _______ _ 

Aug. 19 Long 2,OO(t ____________ do_____________ 200 ________ ISOO _______ _ 

TotaL __________________________________ ... ____________________ 230 _________________________ _ 

S_______________ Mv.19 Lone 1.181).______ luly_______________ :10 ________ __________ 120 
Oct. 22 Long 675. __________ December________ as _____ .__ 326 206 
Oct. 2U EveD _________________ do..____________ ________ 69!i 666 1.305 

TotaL __________________________________________________ : ____ I==.,;; .. =I=..;; ... ~--;;-;;--;;--,;;--~-;;.-;;--,;;--,;;--
e._:____________ Mar.15 Even. ____________ July_______________ 245 

Mar. 19 Long 2<15 ______________ ode__________ 260 
Mar.:i12 Lon&: ----------- _____ do ____________ 1--'''''':::':'-1'.': __ ::_:: __ ': __ +_::_:: __ ': __ :: __ ::_-'1_ ::--::--:.:-.:--::-

TotaI _______ --------- ------------------ -------------------l==';; .. ~--;;-;;--,;;--~--;;-;;.-;;-.,;;--,;;--~.;;--;;--;,;;---
1 ___ .____________ Jnne 2 Long 3,700_______ September ________ 925 _______________________ _ 

iE g l: t::::::::: :::::t::::::::::::I-:-::=1""--1:: __ ::_:: __ :: __ ::_f_:: __ ::_= __ ::~=:::_~:::::::::::-:::::: 
TotaI _______ ---------- ---------- ----- ----- ------------------_~ .. ~l~"'~--,;;. -';;. -';;--F--;;;--;;;--;;;-.;;;--¥.;;--;;---~--

0 ________________ luly 18 Lour 106 __________ -ber-------.1=..,:1:;;;OO~--;;;.-;,;-;,;--,;J. ;';--;';.-;;;--;;;--;';-,;J-=..,:106;; 
11 ________________ Mar. 7 Even ______________ May______________ 440 

Mar. 10 _____ do _________________ do____________ 100 
June 17 _____ 110 _____________ 101y_______________ 200 
luna 28 _____ do ____________ SePtember--------I __ '""'_f-.:--:.:-:.:--.:.--+-_--_-_--_--_---j-_--.:.--_-_--_ 

9fO ________________ • ________ _ 

100 ____ • ____________________ _ 

,..,.1. ______ .--------- -------------------- --------------------Fl,;;;1;;; .. ~~1;;;"'~--;;;--;,;.;,;--;,;--~-;,;--,;;.-;;;-;,;; __ 
1'1 ________________ 1an. 81 1..onI76 ___________ May______________ eG _________________________ _ 

10-. _____________ ~:tj S ~~~~~~~~~~~ -ffir:~~~~~~~~~~~ Ii ~~~~~~~~ ::::::i~: :::::~ 
M;;Oi6 = ~:::::::::: t'~-~:::::::: 100 --.----- 50 --------

1~1~ :a~-~~~~~~~~~ ~E:g~~~~~~~~ Ii .... ~_-_~:_::_:_~_~~.~_ :_·;_;_;_-_~_:;.r_;_i_'~.~_~_:~_j_~_~_~_ 
July 18 _____ ao ____________ September________ ~ Do__ " .... _____________ D""",""' ••. __ .___ 50 ______ •• ______ • __ • _______ _ 
luly" Long 5O ___________ ....... ""'. ______ . 26 ______ •• ____ • _______ • ____ _ 

Do__ :r..oq 100 __________ December_________;50 , 

te1i.' t= ~::::~::::: :::::t:::::::::::: : ::::=:::~~::::::::: :::::::: 
Totol. _______________________________ , ______________________ ._ ... -----._.1._._ .. _ •. _ .. ____ _ 
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TABLE: 2I.-Accumulating a/long commitmenta in Chicago wheat jmuru through 
bia. ,old or off.,., bought by '1 large apeculatoro during Jan. 8 U> Oct. 81, 1917-
Continued 

Tra4erno. Da .. 

[In thousands of lnuhels; 1. •. , 000 omlttetl] 

NetpositloD-atclose 
of previous day ]92'1 fu ture 

QUBDtlty 
aceumuJated 

{bought) 
through-

Bids OHers 

Otbel' kstIlng 
in the arne 

future 

Pu<...... 
2l __ ._~ ___________ lao. 7 Lonr 10. __________ May ______________ ._______ 8lO 210 

Jan. 21 Long 26 •• ______________ do____________ 26 _.______ __________ 25 
JBn. 25 Long IllL _______________ do ______________ ._____ :200 __________ 50 

t!: ~ ~~t~::::::::: _~~~:::::::: ----ioIY ____ ~~ :::::::::: _____ ~ Sept. 10 Long 200 __________ December_________ :;0 ___ • __ • _________________ _ 
Sept. 17 Long 350 ___________ .do_____________ SO 60 _._. __ _ Sept.. 26 Long tOO _______________ 00___________ til) ____________ 0 __________ _ 

TotaI ___________________________ ~ _______________ .___________ 215 SOD __________ • ______ _ 

22 ___ ._. ________ Jan. • Long100 __________ May ______________ ro ________ __________ 100 
Jan. 111 EVf!I1 _______ • __ • ________ do ____ :________ 20 ________ til) _______ _ 

Jan. at Long 500 ______________ .do_____________ 100 ________ 100 200 
Feb. 7 Long 960 __________ ____ .M_____________ 20 ________ :aoo 1,110 
Apr. 2 Lont 206 _______________ 40 __ • ______ ._ ________ 50 __________ S) 
Apr.. Lnq 300 ________ ._ July______________ _______ 00 100 90 
Ma,. :Ii Long ti)S _______________ 00_____________ ________ 100 SO 1M 
Jul, 15 E"t'en _____________ September ______ . GO ________ liD 50 

.t':i. z: .~i~.:::::::::: -D~::::::::: ----50 ____ ~~_ -----i50- :::::::: 
Total ______________________________________ ._________________ 2UO -S4O _________________ _ 

23 _________ • __ • ___ May 18 Lout IN _________ 101y_____________ ________ 00 m 285 
May Z1 LoDg 4-&1 _______________ <10. ________________ a_a. 65 116 !35 
Ju17 za LoqlI0 __________ September_.______ ________ 6 S05 130 
Jul)t Z .t..oDg W _______________ do... _____________ ._____ 100 400 S20 

'l'olaI. _____________________________________________ • _____ ••• ________ ~ __ • ____ • _______ _ 

29 ________________ ~~ ~ i:_l_~:::::::::: t:::..:::::::: -----30- ___ ~_ :::::::::: :::::::: 
Oct. 11 Lent 30 _______ • ______ do ___________ • 500 ________________________ _ 
Oct.. Even ________ .___ (1928) May________ 310 ___ •• ____________________ _ 

Total ••••••••••••••••••••••••••• _ •••• _ •••••••••••••••••••••• :=.; ... 9=.; ... ~.===I=== 
10 ______ • ________ lola, I Loaa 320 _________ 0 1$ ___________ .______ .50 _________________ _ 

31 ____________ . ___ Jan. 7' Lont 200_________ May______________ _______ &00 ___ .0 ____________ _ 
Jan.. Ill: Lona 300 _________ 0 __ • __ de. ___________ • ______ 16 __________ SOl) 
Jan. 18 Loni: 65 •• __ •••• _______ .do ___ • _____________ .__ 2Ot} _0________ 1M 
Jan. 31!0 l.onl7!'i _______ • ________ do. ___ .________ _______ .~ __________ its 
List, 1 Lone 1&$ _______________ 40-_________ _______ 100 _____________ • __ 

f~ ".~. ~~::~~~~~~~: :::.~~~~~~~~~~ :::::~: .... =. ::==:~ ""'15 Do Even __ • ___________ Deocembt'lr _______________ ._ 120 ____ • ____________ _ 
Jul, II Lnnc SO. ____ •••••• September ___ ._.__ 25 ________ __________ 100 
Jul7 16 Loni: 70. _______________ do _____ ._______ a ._._. ___ . ______ 0_ :as 
AUI, ". Lono :100._ •••••••••••. de............. .•••..• ... ...•.•• _. .... Do.. Shor\65.._. ________ DeoIutber_________ _______ IlOO __________ • ____ _ 

Total _____ •• _________________ ••• ____ •••• _. _____________ _ 100 &185 _______________ _ 
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TAB"" 21.-Accumulaling 01 Umg commit""nl8 in Ckif:ag. _I lulur .. through 
bids 801d or offer. boughl by 81 fa~ .puulalor. during Jan. II to Oct. 31, 1917-
Continued 

[In thoosaDdsotbushels; I.e., oooomJtt.ed] 

NetposftlonatchlS& 
of previous day 1921 future 

BldII Offen Pm· ....... ..... 
... 
"" <2S 
.. 0 
.15 ... ,.. 
.'" ... 
, '" .,. 
"'" ' . ••• TotaL _____________________ ,, ____________________ 0 ______ _ 1180 1.170 ____ WOo_F. _______ _ 

14 ________________ Aut". 8 Eveo ____________ September________ 86 _____ .. ___ 106 ~ 

Do _____ do ____________ D<cember-------r-_--_---;-:;---t--::+ __ + __ 
Total-____________________________ .___ ___________________ § IS5 __________ • ______ _ 

I=+~==:;;~,;::; 35 _______________ ' 1an. 7 Long 215 __________ May _____________ .• ____ 100 200 lOG 
Jan.. 18 1..onI44.5 ______________ .do____________ ________ 100 _ _ 

~a:-y ~ 1: ~::::::::= -jDiY~-=--_:::=::: :=::::. ~ -------~- :::::::: May • _.do ____________ .do_
o

________ ________ 2lO 11& S10 
lelay 18 Short 20 ______ • ____ • __ 00__________ ________ 300 ;\ 85$ 

i---I--:-:=-t---Ir---Total-.._. ______________________________ • ___ ._______ ________ 1,005 ___ .0 ___________ _ 

0nDd ..... _________ ______________ _______________ "-"" 10,175 _______________ _ 

I Net. 'On ....... 

TABLB 22.-Accumulating of long commitmt'I'aU in Chkago corn fu!.uru thrcug4 
bids 80Id or off ... bought by f() large .peeulatoro during J .... 3 to Oct_ 31, I9n 

........ 110. 

[Iu tbrogand's of bosbeIs; i.e., 000 omitted} 

Set :PO!ition at 
dose oIlRriaas 
da. I 

I ..... -....... -
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TABLE: H.-Accumulating oj wng commitments in. Chicago com futu.res through 
bids .old "" oifm bought by £() larg •• p.culalor. during Jan. 8 to Oct. 81, 1981-
Continued 

Trader no. D ... 

lIn &hoUJ8D.ds of bulb., I.e.. 000 omitted] 

Net position at 
close 01 previous 
cIa:1 

Billa OUm 

Other tradlDg 
1n the :;ame 

"'two 
Pur

ch .... 

------~----II--------~-------I---II---I-----~ 

Total~~. _____ •• ______________________________ to_tO___________ 2,420 _ ••• 0 _______ 0 ________ . ___ _ 
'1._ • ______ .______ Ian. 38 Lona: 3,0.50._______ May ______________ 200 ____________________ • ____ _ 

Jan. !is Long 3.960 ____________ 00____________ 200 ____________ to_to. _____ • __ 

Oct. 10 EV$O... ____ .. _______ December_______ 100 ________ •• _______ • _______ _ 
Oot. 11 Long 100 ___________ ._._do___________ liOO ________ __________ 600 
Oot, U Even.. _________________ do___________ 600 ___________________ ._. ___ _ 
Oot. :ill Long 3(5 ____ •• ________ dO-___________ r.oo _________________________ _ 
Ocl;. 26 Long 69li _______________ do___________ 600 _________________________ _ 
Ocl;. 11 Lon, 606 _____ •• _____ ._..40.. __ ._________ 116 _________________________ _ 

1'.ta). ••••••• _. __ .... _ ........... _ .. _ ...... _ ....... _ ••••••• _~ ................ . 
IL. ______________ Bept.18 Lon& lOO..________ Deoem.bet_________ 60 160 

Oct. 1 Even _______________ • ___ do-.___________ 100 _____ • __________ _ 
0..... LoDe lIOO._ ...... _ ....... _ ...... __ ... ~ ............... .. 

..... . ~~::=:: .~.~. :~.~:::::::::: .~:;::::::::==::~ ...... . ..... ;,;. :::::::: 
11 ____ .. nn .. n ... _ t!!f':: t= ~~:::::::: t:::.:::::::: = __ :::::~ a::::::::: :::::::: 

1' ... 1.._ ........ _ ••• _ •••••••••• _ •••••• . ........... -.-.... "I= ... ~.,;;; .. -~ .. ~ ... ,;;; .. ,;;; ... ~ .. ~-. ,;;; ... ~ ... ,;;;-
....... -•• _ ••• _. Oel. 1 LoDe ....... -... _. n-mber_.-.. ··I=.; ... ~F·.;;·;;··;;··9·F··;;.·;;·;;··;; .. 9·:;; •• ;; •• ;;··;;;·· 

11! ____ .. _______ ~. __ J:1~~: f!:ii::::::::::: _~~~~:::::::: 1~ :::::::: :::::::::: ------ii 
Sapt. S Even ______________ Deeember_______ 100 __________ "_______ 5() 
Sept.. 10 ____ .do _________________ .do.___________ 100 ________ __________ 100 

'l'oIol.. •• _ ••••••• _ •• _ ...................... _ ........... _...... 8M ••••.•••••••..•.•••.•.. 

18_._. ________ •• __ lul,- 1 Loni 230. _________ fteptember_______ ~ -------- ------'··1;.- ~ 

lull" 1. Long 7\lO_. ____ • ___ Deoomber_________ ........ .. 'MA> 
luly 16 Long 800. _______ • __ ~. __ do_..___________ 100 W 1.01£ 
Aug, 16 E:nn _______ v_~ __ • ______ <10..___________ 70 ________ • ________ • _______ _ 

~:t. S~ .~Ol~::::::::::: :::::t:::::::::::::: ~:: :::::::: :::::::::: :::::::: 
~~~ ~ _~5~:::::::::: :::::t:::::::::::: l~ :::::::: :::::::::: ::::::::= Bept. U Lolli 250 ____ • __________ do ___ •• ______ 100 ____________________ • ___ _ 
Sept. IG Loua 350 ___ •• _._._ • ____ do ____ ._._. __ • JOO _______________ • _________ _ 
Sep\. 21 LotlJ 250_. ____ • _______ do.___________ 100 ____ ,_., __ • __ • _______ • ___ _ 

~:. 'i I: !::::::::::: :::::t:=::::::::: ~: -------- -------u· -----iii oct. 14. Long SM ••• _____ • ___ ._<10.___________ 100 • ___ • __ • _________________ _ 
Oct. 18 Lena 190 ____________ •• do.___________ 100 • __ • _______ • ___ •• _______ _ 
Oot. 20 Loua' 2110 ______ • __ •• ___ 110____________ 54 )00 __ • ____ _ 
O~:II Loui 630 •• _____ •• ______ 40____________ 76 :15 _______ _ 

'l'oial. ____ ._ •• __________ • ___________ • ___ •• _____ •• _____ • __ .____ 1, '/'10 ••• _. ___ •• ____ • __________ _ 

11 •• ___ •• _________ Jan. .8 LonrlJOG •• ________ MIIlY __ •• _______ •• .50 ____________ • ___ • ____ ' __ " 
Ftlb. 1 LofiilIOO •• __ • ___ ._ •• ___ dO-. ____ • ___ ._. :!50- •• ______ •• __ •• ______ • ____ • 

~:~: : _~O~::::::::::: i~~-:::::::::::::: = :::::::: :::::::::: :::::::: Do __ •• Lona; 100 .•• ___ ._._ July. ____________ ._ 50 __ • _______ •••••• ______ •• __ 
Mar, It LollfllM._. __ • __ •• May •••• _________ • 2S ______ • _____ ._. __________ _ 
J.IQ. 18 Long iOO.. ____ • ___ • _____ de .• _. ____ • ___ • 40 ____ too •• ________ • _______ _ 

Mny 10 E~_ .•• _. _____ • __ September __ ._.___ S _ •.•• _______ ._. _____ • ____ _ 
JUD& 10 LonJ 50. __ ._. ___ •• July._ •.. ____ . ____ . 50 50 _______ _ 

1>0... __ Lon& 150 •••• ____ 0. Septem.ber ___ • __ . _ 100 l!O • ___ . __ _ 
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TABLE 22.-A""" .. ulali"ll 0' lonti oommil_ in Chi<ago ..,.,. 'ul ...... lhr""ll4 
bids ,old or offer. bought by BO large .peculator. duri"ll Jan. 11 10 0cL 111, 1917-
Continued 

Tnder ... 

(In th_ at bushels; ..... OOOomltled! 

Net poslttoa. at ..... at.....,.. 
da. 

Bids o&ra 

Otb.er f:ftdI.u& ........... 
IulunI 

Pm· ...... 
50 _____________ _ 
liO ______ _ ______ • 
:;0 ________ ________ _ _____ _ 
.so _______________________ _ 
60 _______ • _________ _ 

:: =:::::: ===:::, =:::: 
:: :::::::: ==::::= :::::::: 60 _______ _________ 10 
50 ______ _ ________________ _ 
50 ______ __. _______ • ____ _ 

1.080 ________________________ _ 

21 _______________ July 101 Even.. _____________ September_______ jO _________________ ._. __ _ 
July 2) Long lSO ______________ do..__________ ________ 100 ________________ _ 
July 23 Short 00. __________ December_______ ________ aUi 310 .uo 
Aug. 8 Long 510 _______________ <10___________ ________ 250 ________________ _ 

giL J S:;:::::::::= _H=r~d=:: IE :::::::: ::::::=- __ ~.~~ 
TotaL~.~ ___ ~ __ ~~ ___ ~~ __________________ ._ _________________ 220 IIi85- ________________ _ 

22-_____________ ~~ a~ I:: ~::::::::: _~dO----::::=:: ~ :==:: :=::=:. ____ ~~ 
~:t : i:: :~::=:=:::: ::::t===: ~ - -:: :=:--::- ___ ~ Feb_ 18 Long 2110 _______________ 40-____ ._ 60 ___ ._._ 1M) 2iO 
Feb. 21 E'ftID ___________________ 40-_________ 60 ______ to _____ _ 

::~. ~ f:: =::::::::= :::::t-:::::::: : :::::::. ------jO _____ ~ 
~:: 1~ i:: :i:::::::=:: :::::t=::::::::: _____ ~~ -----ji- ::::::::- ~ Apr. 6 Long 276 _____ ~ _________ do___________ ______ 100 60 100 

~ ~ :~~1~~~~[[~~ :~~~~~~~~~ --'i iiii~ :::::~: ~ 
~lt: ~~~~:::::::::: _~~_~::::::::: l~ :::::::: ::--.::::::: ~-----jO Oct.. JO E9SD ______________ (lil28) Kareb.._____ 76 ______________ ~_~_ 75 

TotaL._. ______ ~_______ ____________________ ___________________ 1,010 2M ~ _________ •• _____ _ 

15 _______________ ~ Jan. 10 Long S50 __________ May ____ ~________ ________ 200 _________________ _ 

:e~ 1: t: :J:::::::::- t==.:::::::: :::::::: ~~ u: 1,~ TotaL ______________ ~_ ~ ______________________________________ -:::::::-_ f60 _________________ _ 

H ___________ ~ ___ Ian. 6 Long BINi __________ May __ ~___________ ________ 30 _________________ _ 
Apr. 28 Even ______________ Septem't:8' _______________ ~ 16 ____________ ~~ ___ _ 
May t Sbort lS5.. _________ May______________ ________ 300 ZJO 230 
May 11 Short 115 __________ luly ______ ~~ ____ ~_ ________ 200 210 210 
May 13 EV8D __________________ do ___________ I""".:.:'.="::'~. f-.;':;OO,.r_-,7",1O:ct._-''''''= 

Total""", , ", """ """" """""" """"""""""F.;,;. ';;"~' .~. =1&;,;;,¥';,;";,;",;;' '';;' '~' ;,;-'';;' '';;' ';;;" 
26 __________ ._. ___ ;':;. ~ _~~:::::::::: _~~dO..=::::::::: :: :::::::: :::::::::: :~=:::=: 

TotaL_~ ____ -~~~:-~~~ .~-~:::::~~::: :::::~:=::::::::~~:;J~::~:~::~:~::~:~::~:~::~:~=:~:~:~::~:~::~:= 
26 ________________ ~:: ~~ _~~.:::::::::: _~_~dO __ :::::::::::: ~ ,:,:,:,:,:,:,:,: ::::::: .. ::: : 

Mat. 22 ____ ~do_. ______ ~ ___ ~ ___ do-___________ J:iJU 106 
May 7 Long 46 ___________ JuJy __ ~~ _____ ~.____ eo ________ 145 34S 
Sept. 12 Evu ____________ • Deoembel'________ 60 ._______ 66 250 

0«. 1 _____ do ____ ---- ---- -- ___ do _____ • -----f--;;;"';-t='.:;' '::"::'':;' 'f''''' ':':'':;''::' ':':'''l' _-,"'= 
ToIaI,_", ."""". """"""""""t-"""""'-'-"-" - """ .. """ .. -. ,-".", 
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TABLE 22.-Accumulati-ng oj long commitments in Chicago corn JuturA through 
bid .. old .,.offer. bO"llht by to larg. '1'ectdaloTi during Jan. S 10 Gel. SI, 1987-
Continued 

TradWDO. Do" 

[In thousaods of busbelJ; I. ... 00& omitted) 

Net position at 
oloso of tnvious .... 

Quantity 
aecumulated 

(bought) 
through-

Other tradIng 
In the same 

future 

P .... ...... Salea 

$. ___ .•••..•.••.• May 2 EnD ______________ .Jul'._____________ ________ 100 _________________ _ 
Sept. 18 Long m __________ Deeember_________ SOO _____________ • ___________ • 
Oct. 14. Even ___________________ d€h____________ 100 _________________ • ______ _ 
001;. 18 Lon&: 820. ______________ do..____________ 150 ________ fICO _______ _ 

Total __ .____ __________ ___________________ ____________________ 660 100 _________________ _ 

11 ________________ i::: 1: t: m:::::::::: _~~~io:-_::::::::::: -----io· ____ ~~. :::::::::: :::::::: 

a:: ~ _~:'t8:::::::::: :::::t::=:=:::::~ .. ---~- :::::~: ::=:::~: ~::::~~ 
July 14 Even _____________ September________ 20 ________________________ _ 

~:: J -=~:::::::::: :~i~~~:=: :::::~: ____ ~ ____ . __ ~_ ::::::~ 
Total •••••• . ................................................. i=,,;1~,..+~ ... ~ .. ;;.;; .. ,;,; .. ,;; .. ;;j. ;; .. ~ .. ~ .. ~ .• 

J2. ___ u ________ : ~:~ l e ~:::::::::: :~~~_::::::::::: ~~ :::::::: :::::::: :::::: 
May 14 Lona: LOIL_______ July______________ ________ 166 I so 
June 18 Long A __ . ___________ . __ 40.._.__________ ________ 145 __________ 160 

Do ____ LoQg 106 __________ September_______ _______ 65 850 56S 
Juna as Long 60 ___________ _____ ~ ____ • ______ • t 50 -------- .~: 's: 
Sept. 11 Lon& lI _____ •• ___ Deoamber ____ .____ 116 ___ .____ 810 m 
Sept. 10 Lon& 1lL __ •••••• ______ do... •• ___ •• _ •••• __ .____ t 280 .:: ~ 

TotaL _______________________________ ••• _____________________ . 420 030 _. __ a _____ • __ • ___ _ 

IN ... tOn bid&. .00 den. 

IUWllratw.....-The accumulation of a "long" line on a large scale 
by me&lls of selling bids is illustrated by the trsding operations of 
speculators nos. 6 &Ild 7. On M&roh 11, 1927, the former had no open 
commitment. in the July wheat future. That day he sold bids in 
July wheat to the extent of 235,000 bushels, &Ild on March 12, 14, 17, 
18, 19, &Ild 21, he sold, each day, 250,000 bushels in the S&Jlle future. 
On the 15th, 19th! &Ild 22d futures were put to him as shown in table 
21 which resulted m giving him at the close of the trading on the 22d a 
net long position of 745,000 bushels in the July future without his ha ring 
purchased a single bushel through pit trades. While building this 
long line of July wheat through the use of privileges, he also increased 
his sbort c.ommitments by the 22d in the May wheat future from 
1,405,000 to 3,105,000 bushels by sales of 1,700,000 bushels made 
through the pit. His selling of the May future most likely aided in 
forcing the price of July wheat through the bids as the trades in the 
former were made on the same davs that the July wheat was put to 
him. On each of four other occasions this same speculator &eCumu
lated, through bids, long commitments in Chicago com futures rang
iug from 485,000 to '/'50,000 bushels. On July 15, he obtained 500,000 
hushels, on September 21, 485,000 bushels, October 13, 685,000 
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bushels, and on October 14,750,000 bushels, or a 'tow of 2,420,000 
bushels as is shown in table 22. 

During June 1927 speculator no. 7, who is also a heavy trader in 
privileges as well as in futures, wos successful four times in using bids 
to accumulate a long line of Chicago wheat futures. On June 2 by 
the use of bids he added 925,000 bushels to his long line of September 
wheat, which already was 3,700,000 bushels. The next day he added 
another 135,000 bushels, on the 17th, 500,000 bushels more and on 
the 23rd, 600,000 bushels, making a total of 2,160,000 bushels, 
acquired by means of bids sold. In Chicago com futures he accn
mulat<l<i, throngh bids, as little as 100,000 to os much as 775,000 
bushels, at a time. The ~ate amount obtained by him through 
bids during the lO-month penod of January to October 1927 was 
3,375,000 bushels of which almost 3,000,000 were secured during 
October. Additional illustrations of the extent to which bids were 
used in accumulating long lines by 19 other speculators in whest and 
18 others in com will be found in tables 21 and 22. 

The accumulation of long lines through the purchase of offers is 
excellen~:r;,~ustrated by the operations of trader no. 4. On August 
3, 1927, . trader had no open commitments in the December com 
future. After the close of the futures market on that day, however, 
he purchased offers in December com to the extent of 500,000 bushels. 
These were exercised by him on August 4. On the latter day he again 
bought offers to the amount of 500,000 bushels. Of this quantity 
offers representing 365,000 bushels were csUed by him on Angust 5. 
This gave him a net long position of 865,000 bushels. At the close 
of the futures market he purchased additional offers in the December 
future to the extent of 1,000,000 bushels of which 500,000 were csUed 
on August 6, thus giving him a net long position of 1,365,000 bushels 
in that future. This was further increased through olters csUed on 
August 8 to 1,700,000 bushels. This whole amount, acquired through 
offers, was liquidated by sales through the pit on Angust 11, when the 
price of the December future declined 1 ~ cents, net, for the day. 
By building up this line of 1,700,000 bushels in a single future 
under cover, throngh privileges, he did not contribute anythingdirectl,. 
to advancing prices. On the other band, wben he liquidated his 
holdings through the pit the market received the full force of his 
sellin~. It can, of course, be argued that the sellers of the offers 
contributed to advancing prices when tbey made purchases to protect 
tbemselves on the days that they were "cslled" for futures or later 
when they bought com futures which they automatiesUy went short 
when the offers were exercised by the buvers. This argument, 
although sound, does not alter the fact that trader no. 4 did not 
directly aid in advancing prices of futures. 

LIQUIDATION OP LONG LINES 0 .. nn'UJUtS THROUOH P&lVlLBGBS 

Long lines of futures "an be liquidated by sales made in the pit or 
through privileges which are exercised. In order to Iiquid .. te by the 
use of pnvileges a trader necessarily has to purchase bids or sell offers. 
Being the buver, he may exercise the bids "'henever he desires within 
the time limit specified. In order to reduee long lines through tbe 
sale of offers, however, the seller must wait until the offers are exercised 
by the buvers. The exereise of olfers is sometimes assured by the 
seller's making purchases of futures in the pit when the priee of the 
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future is near that of the offer and thereby aiding in driving the price 
of the future through the ~price of the offer. From experience the 
seller knows that if the privilege is good at the close it is pretty certain 
to be exercised. 
Li~uidation by the large speculators W6S accomplished more fre

quently through the sale of offers than by the purchase of bide during 
the 10-month period, January to October 1927. 6S is indicated by the 
figures in tables 23 and 24. The aggregate amount of Chicago wheat 
futures liquidated during the 10-month period for the account of the 
large speculators previously referred to was 6,550,000 bushels through 
bids, and 8,990,000 bushels through offers. In corn futures 5,995,000 
bushels were liquidated through bIds, and 11,750,000 bushels by means 
of off ere. Offers are more frequen tly used than bids because "longs" 
prefer to liquidate when prices are advancing, and offers, therefore, 
are more likely to be exercised than bids. In addition, liquidation 
through the purchase of bide necessitates the payment of fees by the 
trdder, whereas by selling offers the fees are paid to the traders . 
.. Longs" who have overstayed the market and wish to minimize 
their loss will at times buy bide in preference to liquidating in the pit. 

TABLB 2S.-Liquidaling of Ioog co .. who"," in Chicago toIIeat Julu, .. through 
"'do /u)ughl or off ... ",Id bylB /argo .p....zatoro during Jan. II to o.t. 111, 19S7 

TrndwDO. 

(In tbow.ads of btubels; i.e., 000 emitted] 

Net posItion at 
close of pro'Fio~ 
day 

19a7luture 

Qtmnt-lt1 11quJ· Other tr.uilug In 
dated (SOld) the same future 
throuJ<h-

Bids 00'0111 Pun:~ SahlS 

---1--�----1----�-�-----

5 .. ______________ ~: ~ I: m:::::::::: _~~~:::::::::::::I:::::::::::::=_=/: _300::, .. =+ __ '=1:+_"'_""'.:: .. 
To •• L_ .-.- --- .-----••• -... -.-- ----•• -- -- --- .-- -- -----.-- -- --f;";;-;;";;"~-=';;;';;," j;-;;";;"';;--';;--~-;;. '';;'-';;--';;;--

6 ________________ Ma], 1\ Lonll: 5,670 ________ loly______________ ________ 2.50 _________________ _ 

~~ = I: Ao:1_~:::::::: :::::t::::::::::::I=-:::::-::-:::::_=/: -:00:: .. =+-----.. ..:-... ::--4-_...;r'.::" 
To.aL _____ ..... ---.... -.-••• --•• -.----- ------.-.----•• -.--f; .. ;;--;; .. ;;.-~.; ... ~-;;--;; .. ;;--;;--;;j. ~ .• ,;;--~--,;;--

7 •• ______________ Ii ~ _~:~:::::::: :~;~t:~:::::::: =::::::::: 5 :::::~ 
July liI8 Loq6.7J5 ________ -----00-------------1=---::--::-::---=1--"':::'f--::--::·::--::--_=/-::.-::--::--.::--

TotaL_ -.-. --- -- -- .-- -- -.--••• ----- ------ --.--- --.-.--- -.- '--f;--;;--;;";;--;j=';"'~-;;--;;--;;--;;--;;j-~--';;-'';;--';;;--
.... _ •• _. _____ ••. Ju" ,. Loo& .... _________ Sep_ber ________ j;,--;;.-;;-;; .. ~. =~ .. ~j;,--;;--;;.;; .. ,;;--~. ;; __ -;;'';;-'~'-

10 ________________ tf:: i _!3E.:::::::::: tf~:-=::::::::::: :::::::: :1 =::::::::: :::::~~ 
A~:~_ -LOn:~i::::::::::: -jUi,.~-=:::::::: :::::::: :: :::::::::_ :::::::: Apr_ 21 Lollf ~ ________________ do.. ___________ • __ .____ fiG 660 _______ _ 

~y ~ I: =:::::::::: :::::t::-.:::::::::: :::::::: ~ -----·-50- 1:: 
~!i ~ _~o~l~_::::::_ :::::t.::::::::::::: :::::::: ~= :: ______ ~ 
~: ~ i:: t::.t::..::::: :::::t::::::::::: :::::::: 1~ ~:::::::: :::::::: 
~~~: t: ~i~:::::::: :::::t:::::::::::: ::::::: at: ------200- _____ ~ 
JUDe 7 l..ong 80L ________ Seplemb .. ________ ________]00 350 100 
Juu. Ij Lonrl,OOO. ____________ do ___________ ._ ________ m ________________ _ 

i~ ~ t!:ioo~:::::::: .~l*:::::::: :::::::: i: ______ ~~_ --~-~-jo 
Sop'" 14 lAnl& »0.. __ •••• ___ • ____ .do ____ • ________ -.-_____ 100 ---------c.::::.:::: 

1,1" 
____ ~. ___ • .--. __ • ___ ~ 

To •• !... ____ ---.--.--- .• -----.-.-----.---... ---------------.... ~-,;;--,;;--,;;--;f-~~~;;~ ;;;;;j;;;;= 
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TABLlII 23.-Uquid6ting of long oommi/menlo in Chioogo ..n...t Julu," th,ough 
bids bought or off.,. oo/d by 16 large .peculalor. during Jan. 8 10 0cI.1l1,19J7-
Continued 

Tnder ... Dato 

(In t.bOUS8DdBolbalbe1s; I.e., OOOomltted) 

N.t positioD at 
close of pn!Ivious 
da. 

1927 future 
Qaantlty Uqul- Other tmdlng fD 

dated (&Old) Ule aame futm'e 
through-

=-----~---~------~------~~~ 
17. _______________ i~ .1, i:: ~=::::::::: _~_~o_=:::::::::: .::::::: l~ __ ._. __ ~. :::::::: 

.Bids Oft'8I'!I 

Feb. 2 Long 135 __________ -----do..-----------f-:;:-;:;-."'.-:;:.j-...,'"OO;;.t:-;:;--"'-:;:.-::;--"'-'l. ':;:''::''::;'_:;:'~_ 
--.----.. --.----.-.-- -·--···------··F·-;;;--;;;--;;;-·I=;;; ... ~--;;;--;;;--;;;·--9-F··;;;··;;---;;-

19 _____________ Jan. 12 Long 150. ________ . May _________________ ••• __ 20 _________________ _ 

:§-;. m [~~~~~~H~~~~~~~Uj~jj~~~ 'i ::::::~~: :::::~ 
June Z1 Long lSO __________ ____ .do-. _________ --•• -.". ~ ---------- -----ioo 
;::-~- :~J:::_~:::::::: ir=~=::::~ ~::::::: :~ ____ nuu nm~ lilly 3) ____ 00 ___________ September ___________ .____ 60 ___________ • _____ _ 

JuJ~· .. --- _~_1 ...... -_-__ -.-__ .-._-_-_ DSe~ .... ber-__ -_-_-__ ••• •• -_-.-_-_-_ ••• _ 30 -------.-- --------

TntaI.._. ____ ._._~ ____ .::::~. ____ • ________ = _____ . __ ... F __ "' __ "'_:::_.'l. - ... " .. ~::"'::"':::::::::::'l: :"':::::::::::=:: 

21 _____ h ____ ~ ~ I:: =::::::::=: ~;';iW:::::::: :::::::: : _______ ~ _h __ ~ 
Sept." Long 475 ____ ----- - ____ do. ___________ I~·-:=--::·.::-·"·, 1-7.76;'1=-'-:;:-""'''''::'-'''' '1"::;-':':''::-'=-' 

T ....... _. ___ .• --.--... --.------.. -------- -.--.-------.---- .. F.-;;;--;;;--;;; •• F=: ... ~-;;;--;;;.~.-;:--~ .. ;;--;;--;:.-.~-
22.. _______________ J8IL '1 Long 350 __________ Kay______________ ________ 150 100 100 

i::: ~ I:: ::::::::::: :::::t::..-::::::::: ::::::: ~ L50 _____ n_ 

~:: = I: ~:::::::::: ::::::1:::===:::: :::::::: :i ------~- :::::::: Feb. "2 Long 500 _______________ do. __________ ._______ 100 30G 100' 
MSI'. I Long 200 _______________ ~_________ ________ 100 200 _______ _ 
Mar. 'I Long 3SlL ____________ do..__________ ________ 100 260 _______ _ 
Apr. 6 Long 200 _______________ dc-.-_______ ________ 60 100 100 
May 3 Long 400. _________ Joly_____________ ________ 100 _________________ _ 
May 3 Long 200. _____________ do___________ ________ 100 400 
May '1 Long 400. _____________ de-___________ ________ 7S 100 _______ _ 
May 18 Long 10IL ____________ do___________ ________ 100 1.50 1M 
May 21 Long 200 _______________ M--________ _______ 96 eo& 100 
May:M Long 1,0-____________ do____________ ________ 200 45 850 
May ~ Long 600 _______________ do..__________ ________ 100 100 400 
',~ 77 Long 2.5(1. _______________ do..__________ ________ 100 1M 100 

_<7 Longaoo ______________ do___________ ________ 100 100 _______ _ 

~= : -~-~:::=:: .~~~==:::::: -:::::::]~ ~: _o\ug. 16 Long 8O(L _________ Deoamber ___________ .____ 8fj 100 390 
Sept. 23 Long 10tt. _____________ 110____________ ________ 60 ~ • ______ _ 
Oct. e Long SOlL ________ (19"28) May ______________ ._ 1!iO SO 206 

Oct. 8 Long 2OO----------r---do-----------~.----.----.. +--.. -+--... _l-.. -.. _--_-_-

TntaI... _____ --.. --.-•• -.---------------- -- •• -------.--.--- .• 1=--=.-'= .. ::'-.~ .. ;,,; ... 9-;;;-.;;; •. ;;, .. ~-.~. ;; .. ;; .. -;;,-~.-
23. _______________ Mar. 22 Long 1I5 ______ 

k

_._ Jul1_____________ :225 ________ 300 M 
JllDe' 3 t.ong 570 ______________ do-__________ 70 ________ 200 ZlO 
Jul7 7 Loog: 325 _________ September ______ •• ________ 125 1M UO 

Od:. 2S Lcmg 8ML ________ Deatmber________ ________ I 80 L ____ ~~. • :: 
Total.. ___________________________________________________ • _ :klr5 __________ • ______ _ 

,,---------------- ~: ~ 1=:0:::::::: .~~:rtO----:::::::: l.~ m i: 
Mil'. 30 Laoc ________________ *'---________ '211& • ~: .;: 

!:: ; ~ ~=::::::::: :::::t:=:::::::: m 125 ~ Apr. " LoDe 2BO-_________ • ____ do.... _____ ._.___ &00 ---._--- ------,5.;)- ----'iGi 
May IG 1..00& 54('-- ___ • ___ Ju1y _____________ •• liOO 200 570 
June 2 Longm _____ ._. September ••• _.___ 475 ·-----i- ~: '----iso 
June 7 Looc 235 ______________ do _____ • _______ -.----.. J.5' J.6 
lODe 11 Louc 3110 __________ JulJ' _________ .____ 1170 250 1M 

~ if I:: ~_.:::::::: -~b«::::::::::: 4~!:: 
T ...... __ ..••.•.••• __ .. -..• ___ . __ ._. __ ._._ .---.. -•••••.••... -..."" • ···-······1,······-

See roomotes a& end f1I &able. 
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T ABLI> 23-Liquidaling of long c:ommilments in ChiCGgtJ tDhMl ful ..... 'Ihrough 
0itU bouglat",. off .... ,old by 161arg •• p.cuIato .. d .... ng Jan. S 10 Oct. 81, 1987-
Continued 

Trader JIG. Dote 

[In thousands ofbmhels; I.e.. OOOomJUedJ 

Net positioa at 
close of previous 
day 

Quantity UquJ- Other trading in 
dated (sold) the same future 
through -

Bids Offers Sales 

----~--I----1__----I-----f____ 

11 _______________ f::: ~: I: ~7:~::::::::: _~~~:::::::::::: ----iii) ____ ~~_ ------110- ------50 
May 23 Lone lSO. _________ JulY______________ ________ 2li 100 1JO 
June 23 Long SIL _______________ do-____________ 100 ________ 60 _______ _ 
July:28 Long 120. _______ Sepblmber________ 100 _________________________ _ 
Auc. 19 Long ___________ Deoem.ber________ 150 ________ __________ 200 

TotIL. ________________________________________________ • __ • &70 125 ____ t ___________ _ 

13 ________________ ~ ! i3 =:::::::::: _=dO:::::::~:::: ----~- :::::~: ... .. ... ... 
135 
100 

I~ 18 Lana ISO _____ • __ SepWnba'_______ lIDO __ • ____ _ 

Sept. 10 Loq 8& ___________ Decambet________ t 135 _______ _ 
'Sept. II Lone SO _______________ do ___________ .• ______ 100 
Oct. JO Lobs lC6-_____________ do.___________ 140 _______ _ 

'165 

'" .,. ... .. 
'10 • 

. ... 
15" ... .... .. .'" ... 

~------- ------- -------.... ----.. -.- -.--.--------.-.. -.F=.; ... ~=;;1 .. ~-;;-;;--;;--,;;--~-;;--;;--,;;-;,;;--
.. ________________ Ian. 18 Long 110.. ________ May______________ ________ 70 70 ______ _ 

JUly 11 Long 480... ________ September________ '"-6 ________ 100 866 

'ul>" l.oDo ... ---------- .--.... ------•• 1"-'=+--.. +--... -1"--,,----.---
TolaL_._. ___ ._. _____ ._. ___________ • ___ • ______ • ____________ 1=~ ... ~=;;1 .. ~--;;-;;--~--,;;--,;j. ,;;--;;.-~--~--

15. ____________ Mat.80 Lc1n1170. _________ .MQ-----------I== ... ;;;,.p-;;--;;-;;--;;--9==.;.,;;.~=;; ... = 
0 ............ _. ___ ••..• ____________ •• ____ .+_. ___ .. _.________ ..... .. ... 

INeI. 1 {)aotl'er:s. 

T ....... 24.-Liquidaling of l6ng .. m""'ments in Chi.aga .. r .. julur .. through 0itU ,.,,,,,1It or offer. oold Oil 18 largo :rpocu!ator. d .... ng Jan. 8 10 Oel. 81, 1ge7 

(Ia tbooIuu1.I at bushels; Le.. OOQ omIttad) 

Trade DO. 

5.. _______________ JM. 10 l.ong 470 __________ May _. ________ ._____ 190 

Mq • Lone 306-__________ .----do..-----------~'.:c--::c-=--+_-=IOO_t.-.-'.-.:..-:.;-.:.--_I.f_.-:..----_-_-

ToIoL.__ --- -•• -.- .. ---- -- --'---.'-' ••. - -- .---.-•• --------j;, .. ;;;.-;;;-.;;;--l=~ ... ~-.;;;.-=--;;;--j;;--;;;. -;;;--;,;;--
~_ .. ________ .. ___ May IS ~ 313 ______ • ___ lul,. __________ ~__ ________ 200 _. _____________ _ 

~p(..10 ~ 2.~ ________ ~mbet ______________ .__ ow MO l.8V6 

100 210 

<>d. :II Loq 1.114 ______ {Ut..ti) Mueb_____ aD __________________ _ 

,.., ... ---- .--... -.. -.. -------.-------- .-----------.--.--.. '=O:: .. ;;,j.~,..:;;J;==;j;;;,= 
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TABLl! 24.-Liquidating of long commitments in ChiC6{fo com'rutur .. Ihrough bida 
boughl or off.,.. Bold by 18 IMg. ap .. ulalcrs during Jan_ B to Oct. 81. 1997-
Continued 

Trader no. 

[In tbousands ofbmhelli; Le., 000 omitted} 

Net: position at 
Date close of previous 

day 
1921futtlre 

Quantjty 11<1111- Other trading in 
dated (sold) the same future 
through-

1._. _____________ tt:; ~~ I:: ::==::::::: _~~:~::=::::::::: :::::::: ~ 
May 18 Long 8,245 ___ • ________ odo ___________ •• _.______ liOD 

~~l: i: ~~_::::::: -~~=:::::::= :::::::: ~ -.-------- -----iOi 
Oct.:28 Long 1,095 __ ------ _____ 00 _____________ 

1
_-_--_-_--_--1-c-::-',,"-+---t---" 

TotaL _______________________ ._. ______________ ._______________ ________ 2. J 1& ___ • _____ • ". _____ _ 

IlL - - ------- -- ---. lUD6 1 Long 1,Il00.________ lull" ----- -- ----~-- -1;-';;--;;--;;-';;--+== ... ~t-;;--;;-;;--;;-~--~-,;;--;;--;;'';;--;;' 
IS_._~ __ ---------- July 2fi I..ong-~ __________ 8eJrtem:ber._______ ________ 200 100 _______ _ 

~~: i i:;:~::::::: :::::i:::::::::::::: :::::::: 5 ::::::~: :::::::: 
Oct. 28 Lone 300 __________ Dec&mber---------F-::--c.--::-::--l __ OOO:::-f-C.--::-::--c.-::-'1-_-,'"c. 

Tot.L _____ ---- --- -- - ------ ------ .-- --- -- -- -.----. --- --- --- -F--;;--;;--;;. -~=:..,.~-;;--;;--;;--;;--9-;;--;;--;:--::--
IlL _______________ May 11 Long2JiO __________ July. __________________ •• __ 100 2)0 

~:~: i:: ~::::::::: ::::::1:::::::::::::: :::::::: ~~ -·----200 :::::::: 
May J8 Even.. ____________ -----do-------------I--_--_--_-_--t-_1"OO--+ __ lOO--;_--_--_-_.-_-

TotaL _____ ------ -- -- -------- ------- ----- --- ----.- -------- ---F--;;;--;;--~--F ... ~-;;;--;;;--~---~--1;-;;---;;;--~--

ItL _______________ ~::: : 1:: ~=:::::::: _~~::::::::::::: :::::::: 200 ... 50 _____ : ______ .~ 
Mar.16 Long 2,195. _________ • __ do ___________________ _ 

e ~ i: i:::::::::: _~~~~~::::::: :=:=:=:=:~ 5 -----: 
i~. ~ t: ~:::::::::: _~~~::::::::: :::::::: :~ :::::::::: ______ ~ 
te~.: t:: ~~:::::::::: :::::t::::::::::::: :::::::: ~~ :::::::::: :::::::: 8&pt. 20 Long 350 _______________ do.... ____________ .______ .60 ___ ._.____ 60 
Oct. 8 LonIil::280. ______________ dc. _____ ._____ ________ 100 200 _______ _ 
Dei:. JI!i Long 446 ____________ • __ do____________ ________ as 200 85 
Oct." Long GO __________ . ____ "" ____________ 1'-__ :: __ :.:_:: __ "1_ --:--:1\)::-1 __ --_-_--_--_--+-_--_-_--_--

Tot"L _____ -- .------- ----.-.-.--- --- -- -- --- ------. -------- --F--;;--;;-';;' -~'I ~l.,;,.,~ ... -;;.;;--,;;--;;;--;;--,-;;--;;-;;--,;;-. 
19 _______________ • Ian. ~ LoDg 1&0.. ________ May. ____________________ • 150 _________________ _ 

Inn. 8 Long 10IL ______________ do.. ________________ ._ 60 _. _______________ _ 
J'an. 10 Long: SO ________________ do____________ ________ 50 _____________ • ___ _ 

J:t: 1~ ~ u::::::::::: :::::::::::::::::: :::::::: ~ : Feb. 2li Long 200 _______________ do...___________ ________ 100 100 
Mar, 9 Long25li _______________ do _______________ .____ till 60 
Moy .II Long 250-_______________ do ___________ • ________ 100 ISO 

~: M t= ~:::::::::: _~~=dO::~:::::::::: :::::::~ gg :::::::::: ------50 := U i: i5:::::::::: ~~~i?~:::::~:: =:::=::~ ii :::::::::: ____ A: 
~~:- ~J;::::::::= ~~~~~::::=:~ ==::==:: Ie ::::::~:: ::::::ij 
A~~_ I: m:::::::::_ r:==~::::::_ :::::::: : :::::::::: :::::::: 
Sept. IU Long 186 __________ (lQ28) March..-----I--_--_--_-_--t--.,.,l.,..+-_--_-_--_--_--I-_--_--_-_--_" 

TotaL_._._ --.---.--------.. -------------. --------------------F--;;;--;;;--;;--F~;;: ... ~--;;;--,;;--;;--9--F--,;;--;;--;;-. 

,,------.--.-.---- i ~ ~ imm~~j~ _~~~~~mm ::::;: ;;:;;~; ::::::~ :::::ffi 
TctaL •• ____ -, -'"' ___ • -. ______ ,: ----•• ---- ---------. -•• --_ ... 'I=.;''''~=l;;;''* __ ;;, __ ;;,_ -;;'--;;'-;l,--;;,--;;,--;;,-;;,--
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TABLE 24.-Liquidat.ing oj lOnfJ commttm6nt8 in Chicago corn !utur83 throvgh bi.M 
bought or offers Bold by 18 large speculators during Jan. B to Oct. SI, 19B7-
Continued 

Trader no. Dolo 

[In thousands of bushela; l.e., 000 amitted} 

Netpoaltlonat 
clO86 or p:evious 
day 

]927 tutnre 

QuantltyHqui· Other trading in 
dated (sold) the same future 
tbrongh-

Toto! ......................................................... I=~)~OO+;;: .. ,; ... 9·;;·;; .. ,; .. ~ .. ~·;; .. ,;·;; .. ;; .. ~ .. 
23aa _________ •••• _. Feb. ,. Long SOD _ May 300 ________ 18$ 144) 

!:: j = 5~~~~~~~~~ :~~t~::~~~~~~~~~~ s: ~a i{i 
June 3 Long 156!i ______________ .do_____________ 100 lUO lUO 
June 25 Long 300 __________ September._______ 160 l.3O 225 

~':i.: 1: ~i:::::::::: _~~::::::::: 1~ :; 6:: 
I-,-".,-f--f---j·--ToW •• _____ .~_. " ______ 0_. ___________________________ • ______ •• 1,130 ____ a_tO ____ _ ___ • ______ _ 

"._-_ .. _-_ .... _--. r;: ~i ~~~ ~:::::::::: _~~~~~~:::::::::: ----i~- :::::~: .. --.-.~- ____ a;: 
May 10 Looa: 623 __ ._ •• _ ••• S&ptember________ &0 __ • ___ ._ 105 .• _____ _ 

TotaI _______ ._. ___ ._ .• _____ ._ •• ________ • _____ • __ ._ •• _______ .__ 206 2t) ___ .w ________ • ___ • 

i!. _______________ Feb. a Long4.00. ____ • ____ Ma' __________ • _____ ._____ 100 _________________ • 

::::::::::::::::: ::~<: ~::=:::::::~ 'n;!;b;::::::::E: s:! _____ ._~~. ______ ~ 
11 ___ .• __ • __ ._ ••• _ lan. 10' Lonirm _________ • May. ____________ •• __ • _____ • __ 100 • _____ ••• __ ._._._. 

July 2S Lonr260 _________ • IhIoMnber ______ •• 311 ._._._._ __________ M 
AU;. Ii Long 274. ______________ do •• ___ • ____ •• ____ ._.__ 16 ____ • ____ • 300 
AUIJ_ u, Long MO... _______ • ___ ._do ______ •• ____ ~ ____ • ____ ••• _________ • ___ _ 
Oct. 25 Lon& 60 ___________ (19a&) May _______ • __ • ___ ._ 50 100 •• ___ • __ 

TQtaJ _____ • __ • ___ •• ___ • ____________ • _____ • __ •• _________ ._.____ m 1M ____ • ____________ _ 

.................. Fe:b. 10 
Mar. 10 
Mar. I" 
May • 
Ma)' 11 
Juno , 
lune 10 
AUI. 8 
&p,- 10 

&opt. 16 

Lonr :110 •• _____ ••• .Ma, _______ • ______ .. ____ _ _ 100 1£ 76 
Long 103 _______________ do __________ .__ 200 ________ 30 ______ ._ 
Long l7$ ________ .. _____ de_____________ 35 ________ __________ 40 

~ ::::::::::: _~~~;.=::::::::::: :::::::: : .~ Ii = 
Lonl: 670 ___ • _________ •• d.o. ___________ • '100 __ ".____ 455 230 
~3S5_. ____ ._._. ____ .do ____________ • S5 ______ ._ 390 6&S 

~ ~~~:::::::~~ _~~~:::::::: ----;~- ____ ~~_ { :e _n __ ;: 

Long 1~ ___ ". __ ._" .~ ___ do ___ • __ • _____ • I so US 814 
TotaI ••• ____ ._. _________ ........ _ .. _. ____ • _ •.• ____ •••• ____ .___ .5...0;0 3SO __ ._._ .... ____ • __ _ 

Oraudt9t.al.. •.•.•• ___ ••• ____ .. __ ._ ..... ___ ... _._ ••• ___ • ___ • ___ ,_ $"w,s It.730 ____ • ____ • _____ ."_ 

'Net.. t Oil bids. 
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IUustralitnut.-The most outstandin£ instanee ip which a !&rge 
speculator used bids to reduce his long fine on a big se&le was that of 
trader no.!. At the beginning of the day on September 16, 19271 he was long &!most 8,500,000 bUshels of December com. By the eno. 
of the day his line was reduced by over 2,500,000 bushels through the 
exercising of bids bought the previous day. App&rently he felt that 
he could secure a better price for his long com through privilEW'" than 
by liquidating an equivalent amount through sales in the PIt which 
would tend to depress prices. Other illustrations involving smaller 
amounts can be found by 1ll<8mining .tables 23 and 24. For ex&mple, 
trader no. 24 frequently used bids as a means of li'Juidating hold~ 
of wheat futures. During the 10-month period his aggregate liqUl
dations amounted to 4,250,000 bushels. For trader no. 23, the aggre
gate liquidated in com futures during the same period was more than 
1,000,000 bushels. Two large speculators, nos. 16 and 22, used offers 
for purposes of li9uidating holdings in wheat, on a large scale, during 
the 100month penod. For trader 16 the aggregate was over 2,000,000 
bushels, and for trader 22, nearly 2,500,000 bushels. In com there 
were four traders, nos. 7, 16, 19, and 22, who made considerable use 
of offers for purposes of liquidation. The total liquidations for 
trader no. 7 for the same period were over 2,000,000 bushels, for no. 
16, nearly 1,500,000 bushels, for no. 19, a little more than 1,000,000 
bushels, and for no. 22, slightly more than 2,000,000 bushels. 

BUILDING UP SHORT Llltl.RS OH I'UTURRS THROUGH PRIVILEGES 

The acquisition of a short line in grain futures through privileges 
is accomplished in the same manner that long commitments are 
liquidated, namely, through the purchase of bids or the sale of offers. 
During the 100month period of January to October 1927, 18 large 
speculators in Chicago wheat futures, and 17 in com futures, used 
bids more extensively than offers in acquirin~ a short position. As 
shown in table 25, open short commitments m wheat futures aggre
gating 16,770,000 bushels were acquired by means of bids, and 10,655,-
000 bushels through offers. In com futures, open short commit
ments aggregating 12,490,000 bushels were acquired through the 
purchase of bids, and 5,150,000 bushels through the sale of offers, as 
shown in table 26. 

There were 5 large speculators in wheat futures, and 4 in. com 
futures, and another trading in both grains who, at various tim,,:!, 
during the 10-month period previously referred to, increased theIr 
short account very substantially through privileges. The most 
prominent was trader no. 24 whose open commitments in wheat were 
mcreased an aggregate of 5,185,000 bushels through bids,. and in 
~m 6,535,000 bushels. Trader no. 35 acquired open comIDltm<;llts 
m wheat. of.4,435,OOO bushels, through bids. Trader no. 5 acqlli!ed 
open comIDltmants in wheat of 3,735,000 bushels, by means of bIds, 
and 1,285,000 bushels through offers. Trader no. 7 acquired o~n 
commitments in wheat of 3,305,000 bushels through offers .. While 
open commitments, acquired through privileges by the remamder of 
the group were smaller, the aggregates were above the million-bushel 
mark, as can be seen in tables 25 and 26. 
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TAB ... 2S.-I .......... ng oj ._ ..... miI_ in Chicago tDloe4I futur .. IArougio 
bid. bought Of" "if- .oId by 181ar,..,,-., " .. ring JaJl. 8 10 Oct. 81, 1961 

Dato 

.6 _________________ Ian. .. 

J .... 7 
Jan. ,. 
Mar. 4 
Mar_ i 
Mar_ 16 
Mv.2U: 
Mv_30 
Apr •• 
May 10 
May 17 ..... ,. 
M87 21 
Juno 2 , ..... 
Suna U 
JllD* 17 
June I3i 

ToIoI_._._ ...•••.• __ _ 

IJn _cis of_I.e., ........ _1 

Net position at 
clooeof_ 
dQ" 

Blda 0 ..... IPu_""" Salol 

Short U-tL _______ May____________ 100 ____ .__ S65 tDO 

~= ~~:::::::: :::::t==:=::: :::::::. ~ 1, ': ___ ~~ Short 1,.870 _____________ 110__________ ________ a60 920 7tII5 
Sbort 2, 0S5.. ___________ 00___________ !9S _______ • 275 _______ • 
Short 2.20CL _____ ••. _.<10-_________ IG5 ________ 466 to6 
Bven ______________ Mareh.._______ ________ ltlO __________ &0 
Short 2,.155 ________ May______________ 335 ________ 85 &10 
Sbort B.lIIG. ____________ 110-.__________ BOO " ______ • 1, m 1, 375 
Sbortl.CI86 ________ 1nlJ'__________ 690 _______ 1.326 &sa 
Short 1.775 ___________ <10 _________ .-______ 225 m 8SO 

::: !:::::::::: ::::::::::::::::: :::::::: ': f fa ~m Shot1 710.. _____________ do____________ 210 ________ SlO 125 
Shot, 23&.. _____________ de_____________ 276 ________ &5 270 

~=~ ~::::::::_ :::::t:::::::::::: :: :::::::: ~:: 1. = Short GlII .. ______________ 00-____________ 3SI6 ________ 2Z6 70 

.------.. -------.. -- ------·------------·F .. :,;, ... ~.,:~:;; ... ~=::=::=+== 
e __ •. _._ ••. _______ ..... lB Sh ....... _. __ •••• 1""-.--.• ----- ... ~.;;; •• ;;; •• ;;.;; .. 1=,; ... 51=;;; .. ;; ... 5f:.-;;.-;;-;;,;-.-
t. ________________ Ian. 25 Sbort •• W ________ M8J'______________ ________ 100 Q46 _______ _ 

MAt. u' Short 4.250 _____________ do _____________ .____ ~ _________________ • 
Mar. 2e Short 6.W _____________ do __________________ • to _________________ _ 
MBI'. 2Q Shod; tI.4.50 ____________ .40-___________ -------- 3SO'OO _____________ .. __ ;,.;;:; 
Apr. 11 Short 2,806 ________ 1ul1____________ ________ _ 
Apr. 19 Short ... 765 _____________ 40__________ ________ 100 _________________ _ 
Apr. 21 Short ... 805 ____________ .do_____________ ________ 250 _________________ _ 
:r..1&,. 17 Short .. ,M5.. ____________ do____________ ________ 376. __________ 176 
Mil)' IS Short 6, ____________ .do_____________ ________ 500 250 _______ _ 
Sept. l5 Short ~,4M ________ J>e,cem__________ ________ 330 __________ 3SO 
Oct. e SborI4,M _____________ do___________ ________ 80 __________ 40 

Oc&..» Short 15"N-. ___________ do ____________ .~."'--::-"'--:: •• +_--=""=_!::: .. "'--::.:::--"'--::.I'.::: .. "'--::-.:.;:--
TGIoL ••••••• ___ ••• _ ••••• _" _. __ ._._ ••• _ ••••••• _ ••• _._._ •• __ ••. ~_;;; •• ;;;. _;;; •• ~. ~ .. ;;; ... ~.;;;.-;;;-.;;;._;;-.;;_~_ .;;; •• ;;. ';';; __ 

, _________________ July 38 Sbort 100.. _________ SePtember--------l.;;;.-;;-;;; .• ;;.~. =,;:'OO;;.j;;;--;;'.;;';;;";;-';;.j;.;;;--;;";;'';;.-
la ________________ Apr. HI Sbort 100 __________ lol'_______________ ________ l~ -------,Rft+ ... -... -.. _ .. -_ 

June 27 Sbort UK1. _________ September________ ________ .... .... 

Sept. Jt. E YeIl.,,_ --------~- December ---- --- --l-::' .::-::: .. :: .. =!--__='OO=1:::. -::-.::-:::-'::'-::-F':::'-",-'::-':';:--
TooaI.. •••• -••••••• --.. --.• -- •• -- .-••••• --- .•••• -. -'-"'-'-" ••. ~.,;;-'';;' '';; •• ,;j,' =:.:"';;;;;.J';;. '';;'-';;''';;. -';;. 'f. .. ;';;'-;;-.;';;;'-

, ... ---.... -.-.... Ar.,. • ......... ---... -.. 1"" __ ...... __ .. -_...... 2) 

t: : .~~::::::::::: :::::t:::::::::::: :::::::: ~ July 10 Shor; .. 2L ________ September. ______________ . liD 
JulJ' 12 Shott 575 ______________ do ___________ ._______ 2:5 
July 3D Short 600.. ____ •• ________ do____________ ________ 26 
Aug. 8 Short 'f'OO.. ______________ do_____________ ________ 50 
A~_ II Short tiL __________ Deaernber_________ ________ 100 
Oet.. 8 Short ~no. __ • __________ do___________ ________ ~ 

Oa'- H Sbort w_________ _ ____ do____________ _______ 100 

Oct. J(t Shott. 0l0I.. _________ • ___ do.. __ • ___ ---- - -.~.". -::. •• :..:." •• + __ ....,;'00;;.1;.::..". ';:;.':":':.;' _.:j·I~· '::'.::";:.::.--
ToIoI....... . ... ___ ..... _ •••.•• _ ...... _. ___ .•... _._ ..• _._ •••. 'j;. ';;" .;';; .• ;; •• ¥=:: ... ~_;;, .. ;;' .. ;';;";;' .. ;;j_ ~. '';;''';;.'';;_' 

1'1._._____________ JaD.. U Short 11..__________ M.,. ______________ ~.;;; .. ;;-,;, .. ;;-4-=;'~oo~.;;-;; .. ;; •• ;;-,; .. ;;.~.;;; .. ;;.;; .. ;,;;;.-
11. _______________ "fay 9 8ba:tt 1.. ___________ July_. __________________ .__ w 

~~~ ~ :~-i:::::.::::::: ~-~:::::::: :::::::: :; 
M: ~ = ~::::::::::= ===::t:=::::::::: :::::::: : 
-i~-j- ~=_~:::.::::::: t~_~:::::::: :::::::: : ___ do __ . _______ dQ _____________ .&pttomber________ ________ so 

---.----- ---------------ii- :::::::: 30 ___ • ___ _ 

'00 .. 
too 

I"" ............. -....... - "-""-·-·····~·,,··;:;··::.··:..:·f_..,;;"';.f:'--::.··;;·-::·;::-·o-I ;c •. ;:; •• ;:;-.::: •• 
TGIoL ••••••.•••• -••••••• -••••••• ---••••••••••• ---•••••• --........ ;;--;; •• ;;.-k.,: ... ;;;J==='=== 

.. ~ al tGd of tabla. 
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T ........ 25.-1 .......... ng of.- .... ' .. "il ..... i .. CA~ tDlwJtjulur .. lhrtn<gh bid. 
bought or off .... told by 18 large qectM.alors during Ja ... 810 Oct. Sl, 1917-Con. 

-..-... 
(lD _ndo<l_ ie. .... _ .... J 

Net posltloD at .....<1_ 
day -- Bidl OJren ..... 

'1'_. ___________________________________________________ ~ .. ;;I;;; .. ~;;;;~;;;-;;--;;--;;--;;-~--;;;;--;;--;;;--

26. _______________ Oct. 1 Sbort 1.530 ________ DeC!ember_______ 800- ________ 1,3i05 _______ _ 
Oct. 25 Short ~050 ________ (lR28) Mll)I'______ ________ 2X) 210 10 

Oet. at Shott 1.67'-______ -----do---------~-=-::-=-=--l_--''''_'_f-c.--::-=-c.--::-'1--::-::-_--c..:.;-

'1'., .... _____ ---------- ------------------- --------------------l=,,;l!OO~~;;,...~;;;;;;;;~;;;;~ 
2Il. _______________ Ian. 7 Sbort 21lL-_______ yay______________ ________ 200 890 J85 

Jan. 18 Short 8.> _____________ do....__________ ________ ISO 195 HI) 
.MM. 1 Short t2S....-____________ .Go..__________ ________ 50- 7~ 3liI5 

~:.- ~ ~= !sS:::::::::. -::::t::-..::::::~:: ===:::= ~ :: al 
Apr. G Sbort llIS-_____________ do-__________ ------- w ------~- -----i9i May 11 Short 3O.L ________ JoIy_____________ ________ 50S 
Jane 71 Short. 1441-____________ 00 ________________ ._ 2S fD 10 
JIllIe JO Long 30. _________ Beptember'. ____ • ___ ._____]00 f50 443 
July 16 Short 395 _______ • ___ dcL-________ • ________ ZS 700 31$ 
Juiy IS Short 35...-____________ <10-______ .__ 40 •••• _--- fSO I ... 
July m Sbolt 85.. ____________ .do-_________ . __ .. ___ 100 fB.S 4."5 
July 26 Sbort l25-.-__________ 00__________ ________ SO ~ 380 
Aug. I Short 136 ______________ <10 ____________ •••• __ ._ 2S 25 _______ _ 
Sept_ 2S Short l2IL. ______ Deoembar ___________ .___ 1.50 COS .45 
Sept.:II Sbort 15 ____________ <10 _____ •• ___ .______ 200 31.$ 306 
O~ 6 Sbort _____________ 00_________ ________ 70 ~ •• __ .;;,; 
Oct. Z5 Short 71-.. ___________ do-.._________ ________ 200 ...... ~ 

Oct.. 28 Short -------- ----do-----------l-c.--::-::--c.--+--=""'''-l _ __'''''':.:..I==:: 
'1' ________________________________________________________ "1=~"'~~I;;. ""':;::;,~--;;,--;;-;;--,;;--'"-,;;,::= 

L......... ~, • --......... -.... ~-.-.·.r .. 
_~~_~_ ~~:==:===~~:: -~bfi:=:~=:::: :::::::: ~ :: -::~:::: 
r!: i=-~:::=:::=!~:~:=t:::=:::::=::: ~~~~~~ ----~- ~~:::::~: ---~~ 

TotaL_n ___ n ________ --------.---.-------I--n-------------- 400 1,290 1 _______ .-=. ___ ·_ 



TRADING IN PRIVILEGES ON CHICAGO BOARD OF TRADE 61 

TABLlD 25.-lncreaaing ()J ,hort commitmmlB in C6,icago wheatjuturu through bida 
b.uUIU.o(ojJer •• old by 18Iarg .. p,culaIor. during Jan. 8 10 Oct. S1, 19S7-Gon. 

lID tb_otlnube", ..... 0000""'10<1] 

Otbw trndlng in 
the same future ;=j 

Amount of 

Net po!!Jltton at ~~d) 

Trader no. __ D_'_"_'I __ ~_ .... __ .r_-__ "'~I_----'U----_I'--+--'I_---BIds 0« ... IPurobo..,j Salao 

aL_. ___ ~. ________ Feh. 1 Short 10... _________ July______________ 100 • _____________________ ." _ 
1u11& 23 Sbort 50... ______ • __ Septmnber._______ 100 ro io 
July Z1 Even ______________ December________ 75 30 _. _____ _ 
AUI. 29 Sbort 45. ______________ .do_____________ 200 ".______ 50 __ '. ___ _ 

Oot. 29 Sbort 100... ________ (ltl2S) Marob------I-.-_-_--=-,..--l--: .. -+ __ .. ~".------------ . T.,.L .. _____________ .. ______________________________________ 1=~.~,.=!== .. ::=1~--~--~--":--=-=1--~-~--"'--~--

32. _______________ IBn. 12 Long 1&... _________ May______________ ________ 80 73& 256 
JRD. 2'6 Long 30. ______________ .do.u __________ "._.' __ • 166 700 ill 
May Ie Short 86. __________ luly______________ .J5O ________ SiJ6 270 
July 20 Long 30 ___________ September________ ________ 100 810 23D 
Sept. 28 Sbort 110 __________ Deeember________ 110 86 20 

Oet. 21 abort 2tL ________ -----dO--u---------I-_800:::-F::::3_...: ... =-Jf--= .... :.: 
ToW .. _____ ---------- -------.------------ --------------------I=~"""~= .. ;;;,. F";';--;';-;';--::--~--;,;-;,;--~--~--

3& ___ • ____________ Feb. '(II Shorl; 430_________ lIlay______________ 190 70 110 
M>U". 10 Short 1,016 _____________ do-___________ 195 COO 245 
Mar. 11 Short 834L _____________ dO-____________ BtO 830 2.!iO 
Mar. 19 Short GlL _____________ do____________ 110 195 25 
Mar. 22 Short 1,025 _____________ dO-___________ 200 68D 85 
Apr. " Sbort 310 _______________ do-____________ 200 _______________ .. _______ po::;:;;. 
Apr. 'l Short 120 _____________ 00_____________ (00 _ 
June 2 Sbort 3ti ___________ JulJ'______________ 100 165 '16 
June S Short 45 ________________ do____________ ]00 M]83 
July 16 Sbqcl4S6 __________ Boptember________ 295 8M 300 
July 18 Short 960.. ________ • ____ .do. ____ .______ 130 420 286 
July 2B Sbod 'iS5. ••• __ •• _______ do_.___________ 165 140 «0 
Aur. J9 Short 703 ________ December_________ 800 2& 65 
Sept. 2 Sbort 1.480. ____________ 40_____________ m m 85 
Sept.l0 Short 1,730 _____________ do____________ ISO 495 _______ _ 
Sept. 13 Shon 1. ______________ do_~~_~________ 50 90 aU) 
Sl!'pt. 17 Short l."~ ••• _.~ ______ dO-..___________ CM ________ 425 so 
Oct. 1 Sbort 1.580 __________ • __ 00.____________ ro ___ .____ 25 245 
Oot. 17 Sbett 1,900 _____________ do.... ___ ._.____ 60 ________ 146 296 
Oot. 18 Short 2,.100. ____________ do... __ .________ 16 2'10 120 

001. l!O Short 2.1M ______ ._ --_--do------------I-:-=,600::-l==::t-_,,',:.;07.:..'t __ ':.: .. c 

Totol .... ___ .. -------- -------------.----.. -------------------.F.: .. ~ ... ~-~--~--~--;-I-;,;--;,;--;,; .. ;,;--9-F--,;,;--,;,;--,;,;--
Orand. total_ • ___ ._._._ •• _________________ • _._. __ •• __ ._._______ UJ. 770 lO. tI66 _________________ _ 

• OD. bids, 

TARn 26.-Incr....;ng .1.horI com,,",_ in Chicago corn lui", .. IMo"l/h bids 
oo"l/lII;or .jJ.,.. sold bV171argo __ ', during Jan. If I. Oct. 81, 1987 

lID _cia of b_ L .. , OOOo ....... J 

,---.. ----.---.... - L~: J =_~~~:::::::: .~~::::::::: 1.: ------.. ---•.• ------300 

....... ------ ---------- --.-------------- ----- -. ------------ -- --I="~""=I~"";"::--",,"t--,,;--~--",--:c.--C'!-~"~--,,;--,;;--
e ______ ._ .. ____ •. __ ~~~: = ~~::::::::: ~~l*::::::::: ----iM- _ •. _~ _____ ._~_ -----300 

T-otaL ____________ ... ______ ... ___ .. _._._ .. ____ ____________________ 'OlIIi.5 ____ • _________ .___ ____ __ 
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TAB .... 26.-lmrmoing oj .1IoTf.co ..... it_ in CAioogo com Jut_ '''''_4 bid. 
bought",. offer. ooId by 171a~ ape<u/aIoro during Jan. II /0 0eI. til, IDB7-'-CoD. 

lIn "'_of_'.e., ... __ 

.... 
Even... ••• _ ....... ___ December_________ ________)00 30D ____ A_A. 
Short llOO-. ________ -----00------------1-_"""=+."'.-= .. "' .. "."'.=-.. "' .. ".'1.1-_"_" 

To&al.. •• _ .................................................... I=,,; ... ~I=,,;',;;,.,~ .. ,;; .. ;; .. ;;.;; .. ~. ;;'-';;"';;"=" 
15....--_________ Ian. 17 Bva.. ___________ 14ar-_____________ ________ 10 

Feb. ,6 _____ do ______________ do..___________ ________ 100 
Feb. 8 _____ do ______________ .0li0-___________ _______ 25 
Mar. 12 Sbort 10Cl-. __________ .do.__________ ________ 100 
Mar. 16 Sbort ltiO ... ______________ do ... __________ ________ ro 
Apt. 18 Sbort 50 _____________ 110____________ _______ ao 
A ... 23 •• ..,<:"........... .. .. do._.......... ........ 100 May 18 Short 1iIl..-________ JuJy______________ ________ 70 

Sept. 19 E .... ______ ... ___ J>ecembel'---------~-" .. "' .. "'." .. +-....::',.,"-+ .. "'."'." .. "' .. "'.'l-"",,,"_-_'-,-' 
TotaI.. •• _ .......... .................... .. ................. ~ .. ;; .. ;;; .. ;;; .. ~.; ... ~.;;; .. ;;; .. ;;; .. ;;; .. ~. ;;; .. ;;; •. _;;;.~. 

1&. _____________ Mar.25 Long lO~ __________ Mal'~_____________ ________ lID » 
Mar. 2Q Short 19(1 ______________ 00__________ ______ 10 6& 
Apr. 8 Shor121155.. ______________ 00 __________ ._______ 1M) ______________ ow. 

r:t :: _~~::::=:: ~~~:::::::=::: ~::::::: 5 ------m- :::::::: lune 1 l.oD« 100 __________ September ____________ woo. 100 100 _____ _ 
Jo17 m Bbcrt 6CL __________ December ___________ woo. 100 
Aug:. .{ • ____ do_. _______________ do___________ ________ 100 ____ ow_ow. _______ _ 

Aug. a Sh«t UiO.. _____________ do..-________ ______ ao tD 
Aug. ., _____ do __________________ do. __________ . ________ a> 200 ______ _ 

Aag. 8 BveD-__________ -----do-----------j:.:: .. "'.:: .. :: .. l-....: .. "-+_....: .... ::.:..Je:: .. "' .. ::.".-'" 
T........... .......... .................... .. .................. ~.;;; .. ,;; .. ,;; .. ~. =1,;;;; ... ~ .. ;;;.;;; .. ;;; •. ;;; .. ~. ;;; .. ;;; .. ;;; .. ;;; .. 

!L _______________ ~:: ~ :a~:::::=:::: ~~:=:=:::E::::::: 5 :::::::::: ::~::::: 
Feb. $ Even... ________________ .do......_________ ________ 110 

Do. ___ Short 60:.. ________ JulF ___________________ ._ 60 
Feb. 10 E'Vt\tL _______________ do.... _______________ woo. Z5. 
Ma,y 13 Short SL _______________ do ___________ . ________ 10 

M~-i'- ~}: ~:::::::: ~~:::::::: :::::::: : Do. ___ Short uo.. ________ SePlember________ ________ eo 
May l'i Sbort 16S.. ___________ .de. ________________ woo. 110 
May 18 Short 106.. _________ Joly.____________ _______ liD 
May lG Shari 166...... ____________ do____________ ________ llO 
May liN Even.. _______________ ._do ____ ._______ _______ a> 

Do. ___ Sbort.60 _________ September________ ________ liD 
May 71 Short 15-. _____________ do-________ .. _. __ . :so-
June 1 Short 6It. _________ lu1y ___________________ ow 60 

Do ____ Short lVA.... ________ Septentber________ ________ eo 
luJ:y 2 EYeIL.. ___________ Decen!tlll!l' ________ j::: .. ::.:::; .. l-...::"'=+_"'.-::.:: .. "' .. ::.:j-.::.:: .. :: .. = .. 

T ••• L ............................................ -.... - .... F .. ;;; .. ;;; .. ;;; .. I=~ ... ~-.;;; .. ,;; .. ~ .. §9.-F-.,;;.-;,; .. ~--
21 _____________ Jan. a Even ______________ M8j' ____________________ ._ 100 100 _______ _ 

Feb. 118 • ____ do. ________________ do..____________ 120 20 ____ ow. 

Apr_ 12 Sbort; 75 ___________ • ____ do___________ 100 
Apr. 22 Soon 17'--•• _. ________ do. ____ •• _____ )00 
Apr. 71 !'vaa _________________ .• do..___________ JOO 
May 2:5 Sbort 350. _________ lu1y. ______ ._______ m ____ woo. _____ ••• _. ______ _ 

May 28 Short 3'itl __ .•. ________ .do. ___________ • Joo 210 _ •• ____ _ 

Sept:3t Looa 25_ - .- ••• ---- .Del'IemtMr~ __ , __ . 1----1,...--''''-+---'-'''+--''"'-
To •• L .......................................... -.... -.. -.. ·-1=.; ... ~~~,..~-;;;··;;;--,;;··;;; .. 4--;;; .. ;;;·;;; .. ,;,; .. 

21. •• _____________ 18Q. , EVft. ____________ May. ____________ . ____ woo. 100 
laD. & •• ___ do. ______ • _________ .do. ___ . ________ ,_______ 100 -----475- ------ii 

-------- ------ioo- :::::::: 
JO . ______ ~ 

Mal' II _____ do. ____________ JaIy---·---·-------F-:: .. ::-::-·::·~-_.:'::"'=+_...::3)O=-F·::··::·::":':':·· 
To<aI ......... ---............... _ ............ --............ -.;;'--;;;-.;;. -;;--~.; ... ~-;;; .. ;;; .. ;;; .. ;;;. ';;j' ;';' .;;; •• ;;;-';,;. •• 
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TABLE 26.-Incre:asing of short commitmenta' in Chicago corn jntult" through bida 
bought"" ojft:f' ... 1d by 17larg< speculator> during Jan-Ii 10 Oct. 81, 19117-Con. 

Tra4erDO. DB" 

[In thOO!alldl of buehal&; I.e., 000 omitted] 

Net position at 
closeofpzevJoua 
da, 

Amount 01 
1ncrease (sold) Otber trading lQ 

thro1lih- &he same tutare 

Bids Oilers Purch_ Salet 

----1---1----.1-----�----I-
Long 70 ••• ~ _______ May______________ 28S 
Sbort 260. ______________ do __________ ••• as 
Short 66 ________________ de_____________ &'i 
Short tI3 _______________ do_____________ 100 

130 

.. , .. 
'70 

'" Sbort 2GLoo ______ SeptMlOOr________ 200 ".'.',',', ••• ,., •• ',',', •• ' •.• '" .• _______ ,'" Short 530-_________ Decamber!________ 14S _ 
Short 260 ______________ do.. ___ .________ 50 {25 ·1Q5. 
Short 11:10 _____________ odo_____________ 100 565 2M 

Sbort 295 _________ -----40-------------
1 
__ 000=1 ___ + __ ""_1-_'''''_ 

ToIal..", ••• "., •• , ••••• ,." •.• ,"',.,"" "" •• ".""' •• ""I='~. ""'==1="=-="="9' F"=-'~';';"~"~' ;';"';;;";';";,;," 
~ __ •• ____________ Feb. 21 Short m __________ May______________ Z35 60 30 

Feb. 28 Short so~u _______ ••• _.do._.__________ oiQII, 2DO • __ ._. __ 
Mar. li Short 71L. ______ • _____ do ____________ . 265 170 120 
MIU'. 10 Sbort 8O ________________ do _______ • ___ ._ 3fiO lOS 310 
M8t. UI Sbort li2L ____ • ___ _____ dO-__________ 12.5 240 160 
Mar. 22 Sbort 400. ______________ do ___________ ._ 385 !163 8fO 
API. 7 Short 9L ______________ do____________ 160 ao 100 
Apr. 12 Sbort 3iI(l ___________ • .do ___ • _____ ._. loW 2S 190 tf::- ~ Bhol1; :zoG.. ______________ 00_____________ JOO ___ .____ 16 IJO 

M: : = ~.--:::::: .~~:dO::::::::::::: :::::::: ~ ~ M June 26 Short 17&. ________ Septenlbflr________ -3i'li ___ • ___________ • _________ _ 
Aur. 2U Long 11li __________ December_________ i40 & sa 
Ol;l. 1 Short. f40.. ________ • _____ do-.__________ oi3O 8(lO ~ 

OcL 13 Sbort 1.6}~ ____ .. __ • ___ .a____________ &lO 226 ______ ._ 
Oot. 1<4 Short 2,UI(L. ________ •• 00_____________ &00 1,166 128" 
Onl:, 1& Short 1,700 •••• _____ • __ do-•• __________ 610 1.000 ___ •• __ ... 
Oct, ., Short 29,L __ • __ ._. __ • __ do-___________ 665 _____ .__ 716 175 

Oct,!IID Short IU&. ___ • _____ • ___ do __ • ______ • __ .-" ... ~II" .. :.:"=:;.;: .. ".f--..:"'''+-..: ... ~ 
Total •• ,,', •• ,. ,,','" • " •• ,',., •••• " •••• -.,"",., •• , ••• ,' •• 1,.,;; .. ;;; ... 9~,; ... ;;.!.;,;.;;' '';;;' .,;;;";;;'.~.;;;.;;;.';;'.,;;" 

:::~::::::::::::: :::: ~-;oo~::::::::: ~_:::::::::::::::I:::::::: ==l!1:1¥====f'=~-"" 
304~_._~ ___ •• __ •• _ AuI'. -4 Short. 17.5._ ••• ____ Deoembe.r ______ • ___ • ___ .__ 100 _. __ •• ______ ._. __ _ 

!::': ~~ ~:::::::::: ==.-.::::::: ----iro- . ____ ~~_ :::::::::: :::::::: Sept. a Short 260 _________ _____ do..~._ •• ______ 100 _. _____ • ____ Moo_a. _______ _ 

Total _______ ••• __ ~. ________ •• ___ •••••• ___ • ___ •• t_._ ...•.. ___ .. 201) no ____ . ___ .. ____ MOO. 

31.. ____ ••• _______ t-:e : _~o::::::::::::: ~==::::::: :::::::: l~ l~ ______ ~ 
Oet. 31 •• ___ do .. _____________ •• _do ___ •• ____ • ___ I-_'_"'-+._.,_,._'_.-+-__ ''''-1_-._.,_'_''-,' 

Total •• , •••••• " ••• " •• ,', ••••• , ••••• , •••• " •••• ".'."' •••••• I==.;',;;;"'+=::' .. ::=I-='.;'.~.'~ •• =-'f .. =.~ .• ~ .• ~" 

"------.. ----.--- I::: I: e:: ::::::::=:: _~_~dO..::::::::::: :::::::: ~ = ----MOOS 
M.y If. ShoI't 284. ________ • July ______ • ________ •• ______ 130 a& 125 
S4!1~t. ao Long 10 ___________ (l&28) March-_______ ._____ 46 • ____ .... ____ ~ 

O~ll. 28 Sluwt a. __ ._. ____ Deoembet _________ I"''' . .:. .• '-._,.+-_'_00-l-__ -1 __ ~_ 

Total ••• " •• , •• ,', ••• , .,." •• ".".,',', •• "'-•• ".' •• "".'.F .. ;;;.';;"~.~' =7;,;"+";';";';';';"~"~' ';';";';';';-'~" 
M _______ •• __ • ____ i:; i: ~=:;t::::::::.~~:::=::: = ~ ~ 

I-,..,,-il---I-- -'l'ot.a.J •• _______ •• ____ •• _ .. __ ••• __ t _____ .____ __________________ 700 ____________ • _____ • ______ _ 

35. __ ._. ___ • _____ • ).tllJ'.10 Sbart 145 ____ •• ___ May _____ ••• _ •• ___ 100 
Sept. 3 Sborl ~,o. _______ .. December._______ 100 

~IJO ______ •• ... 
Tato! .•••• -........ ". • •• , ••••• ',', .,"" , ••• '. """','",. 'I=';"'~;;;;;;';;;F' ';;" .;;;.;;; .. ;;'.~. ';';';;;' .;;; .. ;;., 
Gncd total .• _____ •• __ • ________________ • __ ._. __ • ____________ •• 12. M oS. 150 
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IllUBtratimur.-The building up of a short lino threugh the use of 
bids is well illustrated by the trades of trader no. 4. On September 
26, 1927, this speculator had no open contracts in.com futures. On 
that day, however, he bought bids in the December future to the 
amount of 1,000,000 bushels at 96jt to 97~ cents. The following 
day he sold 300,000 bushels of December corn through the placing of 
orders executed in the pit at 97 cents per bushel. This aided in 
making bids good. He also bought 600,000 bushels of December 
com at 97 cents, and 200,000 bushels additional when the price 
declined to 95jt cents. He also exercised his bids aggregating 
1,000,000 bushels, which made him net short 500,000 bushels of De
cember com at the end of the day. This he covered the following day 
by purchases in the pit made lOt prices ranging from 94% to 95% cents, 
which permitted him to cover at a profit. 

Another speculator who increased his short commitments through 
privileges was trader no. 9. He was short 500,000 bushels of Decem
ber .com futures at the close of the market on October 25. He 
bought bids on that day representing 500,000 bushels of December 
com at 82" to 82% cents. The followi~ day he sold 100,000 bushels 
of December com futures through the Pit at 83 and 83* cents which, 
with the trades of others, aided in forcing the price of the future 
through the price of the bids. He then exercised his privileges for 
500,000 bushels which made him net short 1,100,000 bushels. 

Illustrations showing the use of offers in building up short commit
ments can be found in tables 25 and 26, but as offers are used less 
extensively for that purpose than bids, ono will find fewer examples 
of the former involving large amounts. 

COVERING OJ!' SHORT LINES OJ!' PUTUBES THROUGH l'lUVILEGES 

In order to cover open short commitments in grain futures through 
privileges, the trader must either sell bids or purchase offers. The 
larger speculators being principally sellers of privileges are more likely 
to sell bids than to purchase offers, and for two reasons: (1) In sell
ing bid. the trader receives the fees paid by the buyers while be 
must pay a fee for tbe purchase of offers. (2) As the short seller is 
anticipating a decline in prices on which to realize his profit, he 
naturslly would be expected to sell bids rather than offers for purposes 
of covering open short commitments. If, however, he should desire 
to protect himself .... aainst any advance in price he, of course, would 
buy offers and thereby reduce the loss which he might suffer il he 
covered his open commitments through pit trades. 

During the H)-month period of January to October 1927, the 18 
large speculators in wheat and 15 in com previously mentioned 
covered, by means of bids, open short contracts in Chicago wheat 
futures aggregating 24,015,000 bushels, and by means of offers, 
10,625,000 bushels, as shown in table 27. In com futures they 
covered, through bids, 4r777,000 bushels, and through offers, 4,905,000 
bushels as shown in tab e 31. Seven of the large speculators in wheat 
futures, and four in com futures, individually, covered more than & 
million bushel. of the respective futures. Some covered more than 
a million bushels both in wheat and com. As can be seen in tables 27 
and 28, the outstanding traders were nos. 5, 6, 7, 16, 23, 24, 25, 26, 
and 35. The most prominent of the group was trader no. 7 who 
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covered through bids in whe&t futures &Il &ggreg&te of 14,860,000 
bushels. Treder 24 covered through offers a.n &ggreg&te in whe&t 
futures of 3,120,000 bushels a.nd 2,140,000 bushels in com. A third, 
tr&der no. 35, by mea.ns of offers, covered short commitments in whe&t 
aggreg&ting 3,580,000 bushels. 
TABLlO 27.-eo.eri1lfl 01 ./wTt commit_ in Chicago whrollutur .. through bid. 

.old and off ... bought by 18 large .peculate" dun1lfl Jan. S to Oct. S1, 1917 
tIn tbonsanlls of bushels; I.e .• OX) omlttedJ 

Trador ... 

6.. ................ 1 .... '" Feb. .. 
"".10 
tl':i • • MO¥ .. 
May .. 
J_ T 

Net positfon at 
elate of pnsvfOU8 
day 

Short 2,«0 ________ 
Short 2.266 _______ 
8hor17t1L ______ -............. 
_2,220 ........ Short 1, 7411.. ______ 
Short 1,:HL.. _____ 
Short 11. ______ 

May ________ • ____ 
_____ u ____________ 

........ _ ........ ____ do _________ 
Jul7 ____________ 

.... , .... ,--_ .... .......... , .... , .... 

.... ,do..., __ , .... 

QnantltYaD.- other tradfnelD 
emd (bought) the same fuuue 

Uuoagb-

----- .. 1.'" ... 
100 ----iwo- ---ji2i ,..., -------- ... 1.130 

170 ---.---- ... ..,. ,.. 1,160 1.41& ... ... ... I., { "00 I .. -------- ~.oo .... ------- •• ... 1 .... 

......... - .. '.' .. 'I-................. ,F=~ ... ~=1;;, • .;I .. ~ .. ;;, .. ;;,.~ .. ~ .. ,,' ;;''';;'''';;'',;;'' 
L _________ • ____ Mar.. 8bor1. 8. ________ M'a)'____________ COO ________ 800 100 

June B Shot133.S ________ JulJ._______ 800 ________ ______ 460 

July 12 8borc. l7S _____ ._._. Bept.embar_____ ~ ~.'.'_ ... '.'. _____ .',', ••• ,'- 1.616 July Iii Sbort. 2, UJO ___________ do.._________ INU _ 

July J8 Short 2.li9Q.. ___________ do..__________ 100 _______ _________ _ 
J~ 20 Sbor' 2.606 _____ • ____ .do.._________ ______ 000 ___ • ___________ _ 
JuIy:16 SboI'& 2.606. ____________ <10_ •• _._. ________ ._.. 120 700 • ___ • __ _ 
Aq.:H Sbort 300_. ___ .__ Deoember __ ••• 800 _____ •• __ •••• _ J.550 
Sept. J7 Short 2. 17S ___________ ... 00.__________ MlO ________ __________ l.~ 

Sept. 21 Short 2,. 716.. _______ ._Go___________ liOO ___ ._ •• _____ • ______ • ___ _ 

TatIIl... _______ • _________________ • ______ •• _. ________ .__ 2.1100 m __________ .. __ . __ _ 
, ___ • _____ •• _. ____ Jan. 21 

JIlO. 'Z1 
Jan. II 
Fob. • 
Fob. • 
Mar. 10 
Mar. 16 
Mar. 11 
Mar. 19 
Mar. 22 
Mar. 28 
Mal'. 30 
Apr ... 
Apr. 2' 
Apr. I 
A",." 
May 10 
hillY 18 
&pC. 21 
Oc;.. 1 
0... 11 
Oct. 11 
Oct. 11 
Oct. ~ 
Oct. 11 
<XIs_ J8 

ToIoI ...... _ .... , ..... 

Sbotl So 445______ Mil)" ___ • _______ ._ GOO 
Bbort. 3. 980 ________ ._. __ do.. _____ .__ 1.000 
Sbort 2.. 7a)..u _________ .do __ • ______ .___ MO 
Shol13, 210-___________ do... __ • ____ •• _. liOO 
Sbon 3,IUfl ___________ .do-________ .__ GOO 
SbOll3, O&l. ___________ do-________ .__ 100 
SbOJ13, 930 _______ •• __ ._dO-__ ._______ 100 
Short 4,830 _____ • ____ ._do •• ________ 150 
Shon 6, 4fiO.. _____ • __ ~.do_. ______ .__ eoo 
Stunt 6, 9ML _________ 110.___________ :100 
Sbort G, 290.._. _________ do-__________ 100 
Sbun G, tol. ________ • ___ <10... ____ ._._ 1.144 
Sbort 4, V30_._. _________ do __ •• __ .__ 100 

------- -----.- :::::::: 
--_._-- ----. --_.-. 
--_._-_. ---_._-- 7tlQ 
-----_.- ----_ •• _-. Q -_._--- ------iC-

------ --·--iiii 

... 
"" "'" ... 
tOO 
2.'10 ... Short. 6, tG6....._. _________ do.. _______ .___ ~ __ •• _ ••• __ • ________ •• _._, 

Sho!1 ~ 120 _________ ._.do. ___ .________ 1.000 300 _. ___ _ 
Short lI, 020.. ___________ .do-__________ . 600 ______________ ._. __ .~ __ _ 

~= t :t-:::::: .~~~dO=:::::::::: = :.:..,·.:.',.,:::~::::300:-::: . __ tI.D .... _. Short 4,9a).. ______ December________ 2S6 _ 
ShOI1 G, 174 ____________ do.._________ .IIiC) _, .... ,',.,-•• _1-,.-" •.• _ ... " ._', .. '" ..... _ Short 6, tl5-.-.. ________ 00 _____ • __ .__ 10M 
Short ... 415 ______ .. ____ do~________ «Xl -.',-, •• :::+,-, ... ',', .... ,.'., .----300.-' Sboct. 3,.8IS _____ •• _____ .a.__________ eoo __ 
Sbot14.-7lS ____ • ____ ._do. ___ .______ 1.000 m 600 
Sbon 3. fI81.. ___ • _______ do__________ SIlO ________ _._____ J." 100 

SbarL e._-_______ -----dc..---------I-_To_'_'.,._'_ .. _'_ .. _'f-'_ .. _ .. _'_ .. ;.._-f-'_.,:.",,'.c:--
------.------.--- ---·--··-----------I";.; .. ;.; .... ~f·;.; .. ;;. .. ;.;·;.; .. ¥-;;. .. ;;,''''·~,,·;.;·''!--;.;.;;. .. ;;. ... ~' 

...... --.-------- Apr. t Sbort 1.t3C.. __ . __ . JulJ'____________ 200'00 1-_, .. " •• ','_', _','.','.'_',' .... , 300 
~~~,~~ .. ~~:::::::::: ·~~·~ .. ~~·-----·::::~:~ ... ~~~ .. ~-'~ .. ~·4· -~,~,-~ .. ~ .. ~-~. -~--~,~,,:,:~, 

1&.. ••• ____________ &p-s. 10 Bbor11DO. _________ Decem ______ .__ 100 __ • __ • ______ •• _____ ._. __ • 

SapL. _____ flo....- ____ •• __ -----do..--.--.---I--i'"OO~.:: .. " .. :.:.:: .. T-::;-= .. ::;-':.:-=j' :':'::;-':::':':'-::;' 
1'o1o!. ___ , .. __ ............ ,_,_, _ .... ' ... __ '_'_I=;;. ... ;;;..p' .. __ .... ;;,';;, .. ~--;;,-';;,-';;,.;,; .. q' -="=";;";;;" 
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TABLE 27.-COfJering oj d.ort commitment. in Chioogo wheat juturu thr(JUgh bids 
.old and off.,.. bought by 18 largo apeculator, during Jan. 8 to Oct. 81, 19117-
Continued 

Trader DO. Date 

[In thousands orbusbela: i.e., DOOomittedl 

Net position at 
closeolpretious 
day 

1921 future 

Quantity eov. 
er&d (bought) 

tbrougb-

BIds O!ren 

Otber tradIng In 
the aame future 

leL_____________ Apr. 4 Shott 2li __________ May_~ ___________ _ '25 ________________ _ 
Apr. 7 _____ 00 __________________ do ____________ _ 
Oct. 1 Short 2ttL. _______ December ________ _ 
Oet. e Short 610 _______________ do ____________ _ 1~ :::::::: :::::::::: ----300 100 ________ as _______ _ 
Oct. 17 Short 48fL _____________ do ___________ _ 100 ________ __________ 100 
Oct. 18 ____ .do _________________ .do ____________ _ 100 ._______ __________ 296 

Total ________________________________________________________ _ 475 _________________________ _ 

19 ________________ J~ __ ~_ ~i:i ~~~::::=:::: ~J'tembei:::::::: 
June 3 Short 110 _________ 1uly ______________ _ 

1>0.. •••• _12'_ ........ s._ ....... . JODe 11 Short 1W-________ July ______________ _ 
June 17 _____ do ________________ do ___________ _ 

45 _________________________ _ 

~ -------- -------ss- :::::::: 
50 76 _______ _ 
50 _________________________ _ 
70 ________ .so ______ _ 

1>0..... Short M... •••••.•• s...-ber ....... . JtUle 23 Sbort SO __________ July _____________ _ 
July 11 Short 100 __________ SeptAnnber _______ _ 

»0. ___ Short &.l __________ Deo&nlber ________ _ 
Iuly 12 Short 150. ________ JuIy ______________ _ 

Do ____ Short 00. __________ September _______ _ 
Sept.lO Short 60 ___________ December _______ _ 

.50 ________ 100 _______ _ 
100 80 _______ _ 
40 _________________________ _ 

~ -------- -------so- :::::::: 
SO 10 _______ _ 110 _________________________ _ 

ToteL •••••.••••••• _ ••••••••••••••••••••••••••••••••••••••••• 
m ________________________ _ 

21 ________________ Feb. 9 Short 100 __________ May______________ ________ 20) 200 _______ _ 
Apr_ 29 Short 160 _______________ do-.___________ ________ 20) 150 2DO 
June 3 Shon 100. ________ July_______________ 100 ________ _________ 100 

22. __ :
otaL-=::: -P;b~--;- -m;;;;;,::::::::=== -M~;=:=::::====::= ~ ____ ~_ ~:::=::::: ____ ow; 

28 ______________ Ian. 21 Short 210 ______________ dO-___________ 200 ________ UID a 
Feb. 10 Short 196.. __________ dO-____________ ________ 130 ~ _______ _ 
Mar. 29 Sbort IM-____________ do.___________ ________ 60 30S MO 

tJ:e R = f::::::::::: ~:tembei:::::::: :::::::: l~ _______ ~ ______ ~~ 
ToteL ••• _ 

,,----------------
.. -.......................... ····················I=,;;,.,.~=:: ... ~=~F= 
~-et_ 1: ~=: ~~::::::: _~_~~G~~::::::::::: :::::::: Big .: ----. Feb. 25 Short 340 _______________ 00_____________ ________ 1M 72Il 3olO 
Mar_ 23 Short 42tL _________ July ________________ ._.____ 100 3SO a 
Mal'.28 Short 264... ______________ d~____________ 125 ________ 225 280 
MBI'.29 Short 196 _______________ 110_____________ ________ D 215 131 
Apr. 6 Short 290.. _____________ do____________ ________ fO 235 2:20 
Apr ••••• Short 235-. _____________ do..___________ ________ 110 6: 825 

Do.. Sbort 2.50-________ May _______ .______ ________ 305 590 10 
Apr. 11 Short 765 __________ JuJy_______________ ________ 700 ISO liD 
Apr. 71 Short 365-__________ May _____________ -_-_____ 26 1',0:: ,1.: 
May 2 Short 90 __________ July______________ ________ 140- D80 10 
May 6 Shm; 321.. _____________ do.____________ ________ am 370 1-40 

:= i = is:::::::::: -:~~=:::::: :::::::: ~ 1. ~ :: 

Jugo.~_ ~~~ :?:::::::::: ~==:::::::: :::::::: ]:! -------ia- :::::::: 
Oot. 14 Shor' C30' _________ -----do..------------F .. :: . .: .. :: . .: .. +-~I30=_!f_-::..,_=_t--,.-'. 

TotaI _____________________________________ :___________________ 125 3,.120 _________________ _ 

S ________________ May 16 Short 100 __________ May______________ ro ________ 6 66 
Sept. 10 ShQrt 600 __________ December_________ 2SO __ ._____ _________ !OO 
Sept. 13 Short. 2,010 _____________ do..____________ 3D 5 936 
Sept. 11 Short 2, 276.. ____________ do_____________ 2."A) 27(J 2M 
Oct. 18 Sbort 210.. ______________ dll..____________ 100 _________________________ _ 

1>0. ___ Short 1,694 ________ (l928) May_______ ax> ________ __________ W 
Oct. ~ Short 2, 8liO _____________ do_____________ 100 ________ -300 _______ _ 

Do.. ___ Shon ItJ€L _________ December __ .. _____ 50 100 _______ _ 
Oct. 21 Short 2.4150 _______ (l\I:.ti) May________ 2M ________ __________ 2M 

Total. ________________ ,____________________ ____________________ 1.285 -------_ -_________ ===== 
Footnotes at end of tabl9. 
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TABLE 27.-Covering of short cmnmuments in Chicago wheat fulurea Ihrougii bids 
,old and off"" bought by 18 largo .pscuialora during Jan. II to Oct. 111, I9Jl7-
Continued 

"""'" 110. 
na .. 

[In tbousaDds or bu!bels; i.e., 000 omJttedj 

Net position at 
close 0( prev!ow ... 

Quantity COy-,bough,) 
through-

BIds Offers 

Other trading in 
the samo future 

Pur...... Sare. 

26 ••••••••••.•.••• Mar.10 Short 100. _____ ••.• May. __________ .__ 6 320 1,030 
Mar. 11 ShOt't 280 ______________ M_____________ 50 100: 595 
Mat. nil Shott SO. ______________ .do_____________ lOS 4S5 665 
Mf!.f. 2'l Shott 19IL. ___________ .00.____________ 5S 300 385 
~far. 2S Short 105. ____________ .do____________ ~ 220 31$ 
Mar. so Sbort 145-. ____________ .dD-____________ «I 60 •• _. ___ _ 
Apr. 1 Short 246. ______________ do_____________ 50 3J5 600 
Apr. 9 Short 29CL. ____________ .Il10.____________ 100 _____ ••• 300 210 
Apr. 21 Short 780.. ____________ .do. ______________ ~~_.. 170 6f7 MO 
Apr. 29 Sbort 70 ___________ • ____ dD ___________________ .• M 296 270 
May 18 Short. fl6 _________ July_______________ 50 _______ 2r3O 200 
Juno 3 Short 160 _____ ~ _________ do __ • ______ ~___ 50 ________ 521 .(00 
JUDe 23 Shott to ________________ do_____________ 2$ ________ 270 300 

~~~ ii ~:= ~::::::::: _~~~~::::=:: -----ii" t& ~ m July 29 Sbort 3~ _______________ do.._._________ 85 ~ 330 
AUI. 29 Short 106 _______ ~ Decemw_______ 50 __________________ • ______ _ 
Sept.. 10 Short 220.. ______________ do.._________ 80 '20 286 
Sept. 11 Short IM. ___________ do.. ____________ - 100 f65 560 
Sept. 21 Short HI6. ____________ do_____________ 110 785 1,OOS 
~pr.. 26 Short 2O.i. ______________ do____________ 2M 1M 886 
Oat.. 1 Short mo. _____________ do..__________ 140 800 380 
Oot. 7 Sbort .oo.s. ______________ do..____________ 2li M5 W 
Oet. 11 Short 370. _____________ do..____________ 16 660 906 
Oct. 17 Sbort :M8 ______________ do.___________ 16 _______ __________ 16 
Oor.. II Short. 361 _______________ dt>-___________ 145 86$ '100 

ToIa1 •••••••••••• ----- .--............. --- --.-----••• --••••••• m' .. 10 300 ---- •• ---- ••• -----ao.._ .. _____________ May II. Short (116 __________ July____________ ______ 10 40 
JUDe i ____ do __________________ 40___________ aoo S40 85 
June 30 Short 273 ________ Beptembar______ ____ _ _____ • l60 
Jul,.::18 Sbort 626 ______________ .do__________ 115 ________________ _ 
Sept. 1J Short 6& ___ ._____ Deoember_______ 40 __ • 870 eo 
Sept. 21 Short I, 000-___________ do. __ • ___ ~___ 76 1_____ 10 lOG 
Oct. 17 SbozS 1.300... _________ .. _do-__ ._________ IS ___ _ _______________ _ 

TotaI __ • ___________________________ .. ______ ____________________ 433 t80 _________________ _ 

11-_______ • ____ Feb. 2 Shott lDa _________ July____________ ________ 66 ,"'", ___ a_a,;; 
JuI,. 12 Short 2&__________ SePtem'ber_______ _______ 26 SD 

Ool. S ~ 66.. ___ ..... _ Dtcenlber------.... t:-"' .. :: .. "."' .. :I--;:'OO;;-! __ .:'"'-!-_.!l .. : 
TooaL.. •••• _ -- •••••••• --.-----.--......... -···-----·-------··~·;;;--;;;--;;;·-9· F=;;;lOO~.;;; •• ;;;-.;;;-.;;,-.;;,.~--;;,--;;,--;;;--

H.. _________ .. _____ Aua. 10 Sbort IIO-___ ~_ Deoember ________ .... _____ 1lD[) '~ 'Ii: 
AUS.:N Sbm1. 165. ____________ ..do.._______ 100 _ .. ______ 1190 1,02& 
Sept. 1" Short t31..... _________ ._do..____________ ________ 13.5 2M 290 

TotaI _____ .. ____ ..... ___________ ..... _ ..... _. ______ .. ~ __ .. ____ ._____ 100 3'15 ____________ .. ____ _ 

.. --.... ----.... -.- lui,.. ..... "'---------- a.-.. ------l=,.;; .. ~--;;,-.~.~ .. ~.F....::,..~I=.: ... ~ 
U _________________ ~:: J ~~ ~::::::::: ~::::::::::::: :::::::: ~~ = ~: 

Apr. 0 Short 6:.!Q.. .. _____________ dO-._ .... ______ ________ .00 ________________ _ 
A~~~_ Short :!M _______________ 40..___________ ________ M 200 i&Q 

!~: ii ie~ ==:======== }!:~:::::::::: :::::::: m -----~- -----~ l\11lY :3 S-h(lJ't $45. _____________ WL__________ ________:l7~ ~ is 
M&J' 21 Schort saQ _______ .. ______ .do ______________ ~~_____ 35 W 210 

~~~: =: !t!~:=::::: _~~~~:::::::: -::::::: = ~ : 
AUR. ~ ~hon !!OS. _____ .. ___ Dooember_________ ________ 100 .5SO 100 
Soep~ Ii Short l.~ ____ .. ________ 0 _____ ..... _ .. __ ________ 30 -420 130 
Sept. Sf! Short MO.. ______ ._ • ___ .do. ______________ .... __ I 10.'5 {'1: I to 
Oet, IS Short I.e ____ • _______ .do_ .. _________ _______ 400 &;;0 .----~ 
Oct. S SbGM; 1, .. 70_ .... _______ .. do.. _____ .... __ .. __ _______ 1M &JO 230 

Oet. IS Short. I,SIl. .. ______ -----do.----------t: . .:: .. ::-.:: .. :: .. :l-.;300;;C!-_.! .... ~I_-' ... ~ 
Total .................... --••••••• --.... -- .-. ---.-- •• ---·--···F··;;'··;;'·;;;··~· =~;;"';;;;'f-.. ;;'--;';.;';.';;; .. ~. ;;'.';';";;;--';;.-
Grand ""tali---------- _________ . ____________ .. ________________ 24..0Ui ~62S- ___________ • _____ _ 
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TA.BLE 28.-Cotlering oJ short commitment8 in Chicago ~Jutur" through 1mh 
soid antloffeTB bought by 15wTgB 8pe<ulalor. during Jan. 8/0 Od. til, IO!!7 

(In thousands of bushels: I.e .. 000 omUted] 

Date 
Net position at 

close otprey~ 
day 

]927 (Dtnre 

, _________________ Mar. Ii Short UID _________ May~ ___________ _ 
Mar.l0 Short 1&0-. ___________ .do __________ _ 
Mar.14 _____ dc ____________ .00 ____________ _ 

Tota1 _____________________________________________________ _ 

Quantity co\"
ered (bought) 

througb-

Bids Often 

Otber tnuilDg In 
the same future 

""'...... 
~= ::::::: -------5r :::::::: 60 ____ w__ 10 _______ _ . ------.- ----.-.--- --------

_________________ May 11 Sbort2,890. _______ lu}y___________ ________ W 1..1i3O _______ _ 

r.:! ~ ~= :t=:::::. _~~~~:::::::: ~ :::::::- :::::::::: I: June 10 Short 2111 ______________ de_________ 300 _______ __________ » 
Sept. HI Sool'\ 63G________ Deee.mber. ___ :.____ W ____ .___ 1," 346 

'TotaL._____ __________ ____________________ ___________________ 1.175 526 _________________ _ 

.... ______ • ________ Oct. l' ShcJrl2riD _________ Decem .. _________ 100 _______ ..1__________ 1(1) 

1&._____________ ~: ~ = ~:::::::::: ~40.:::::::::::- 100 ________ _________ _ ______ _ 
100 _______________________ _ 

Mar. 5 Short so _________ ____ do __________ _ ro ___________ a_a_po. _______ _ 

Mar.l1 Bbort 2110.--___________ do.. __________ _ 100 ____________________ • ___ _ 

ToIaL. _______________________________________________________ _ 8fA) _________________________ _ 

18. _____ .. ________ APt'. 7 Short 4.lL ________ May _____________ _ 
Apr. g, _____ do ______________ do _________ _ 

ltiD _______________________ • 
1M!- ______ ._ m _______ _ 

Apr. 12 Short 346.-_____________ do ____________ _ 
API'_ 22 Sbott stO. _____________ do ___________ _ 
Apr. Zt Sbort 085....._______ _ ___ dc __________ _ 
July 28 Short lOL_______ December _______ _ 

100 26 176 :: -.----- -------.,- ~ 
160 _______ • __ ._. __________ _ 

Aug. 201 abort 60.. ______________ do.. __________ _ 160 _________________________ _ 
Aug. 21 _____ do ________________ do-__________ _ 160 ____ • ____________________ _ 

TotaL _______________________________________________________ _ 1,14.6 ________________________ _ 

10 ________________ Feb. 1 Short 1iO~ _______ May _________ . ___ _ 

M!:;-ii- := ~:-.::::::::: _~~dO=:::::::::= Do-__ ShortDL. ______ September _______ _ 
May 21 Short 1M-_______ JnJy ____________ _ 

Do ___ Short 21,L ______ September. ______ _ 
Iune • Short 100 _______ JuJy _____________ _ 

1>0.. ___ Short246... _______ September _______ _ 
lnne 2li Sbort lro.. _____ • __ JUlT _____ ~ ______ _ 
July 28 Short lIO _________ December _______ _ 

50 _________________________ _ 

~ ------.- ---------- --------2 ________ 13 __ • ____ _ 
3.5 ____________ • ____________ _ 
150 __ ._. ___________________ _ 
110 _________________________ _ 

too ____ a. 100 5) 
M ________ 1~ 50 
10 ____ ._. 140 _. _____ _ 
flO ______________ • ______ .. __ _ 

Total.. ________ • ________ • ______________ ._. ___________ . ________ _ m _________________________ _ 

Jl... ____ .________ OCII. 1 Short 86--________ (1928) May _____ . - ~ _______________ ,_._ '" 
Do.. ___ ShoR 25-... ________ December_.______ ..... 50 

l------c::-F=i---+-TotaL.____ __________ ___________________ ___________________ 70 _________________________ _ 

_________ ._ •• ____ Apr.; 18,. Short41J________ Ma., _____________ . _______ 96 , _______ _ 
Mal< Sbor1285.. ________ July____________ ________ no 1M 280-
May 18 Sbon'lM. _____________ clo _______________ .__ liOO 83li 84.1 
May 28 Bbort32S.. ______________ do.-________ -------- eo 286

1 

.. 
Juna 3 Short.630. _________ September________ 210 ________ 710 W 
Aug. 6 Shod l1L. __________ :-_do_______ ________ ItO 1.00 16 

TotaL. _____ ---------- ------------------- -------------------I=.;.;;l09=~ .. ~'~--;;--;;--;;-~--;;-!--------
Il.. .... ______ .___ Fob. lI6 Bhort.f05.....______ Ma,. ______________ ------.- !...-4C! -------.. -H 100'" Mar. 1 Sbort600.. _________ • ___ do-_________ ________ -.J 

Do ___ Short l'.1(L ________ Jul,. __ . __________ . ____ a_a. 1

100

"' .. ------... -'-'--1------------"'----Mar.l1 Sbort63& ___ • ____ May ______________ ~_. __ _ 
AYi;, 2D Short 345. _____________ 40... _________ •• _. ___ _ 

May --i- :::~==::::::::: _~~~dO:".:::::::::: :::::::_ ~ ::::::::::r----iii 
tt:; ~ ~=~:::::::- -jui;'~:=::::::::: =:::=:::: ;: 1 256 
Aug. 26 Sbort 186..-. ______ september________ ________ 286". ..", ______ "' __ 

Do. ___ 800"60.. _________ Decem__________ ________ _ 
Oc&. 215 ShorU1L _____________ do. _____ ._. __ I_-_--_--_-_--~__,:---"'.,_\_--... _j----

Total ____ • ________ ._. ________________________ e ____ • _________________ • _ a. l40 
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TABLE 28.-Covering 0/ short commitmenta in ChuGgo com lulur" tAraugh bide 
.old and off .... bO"flht by 16 l4rgo Bpeculato" duTin, Jan. Ilk> Oct. 111, 1917-
ContinueQ 

Trader 00. 

[In tbouaand.s of lnlsh9ls; I.e.. 000 omittedl 

Net position at 
close of prevtoU5 
..." 

Bids O.f1er8 

Otber trBdlnl" iD 
the aam& future 

Pur· ...... 
25. ~ •• ... --- .• __ ~_ Sept. 10 Short tOO _____ .-. .Deoe:JnbIw" --------I=.;""'~-;;;--;;;-~--~-.l=~'::: .. ~";;--;;"~-
28. __ .. ___________ May 19 Short 216.________ July. _________________ • __ ._ :;J) 710 620 

May 20 Short 95 ____________ .do:..__________ 10 ___ '.___ 206 676 
ADJ. 29 Short 60. ___ ._. ____ December.________ 30 '._._ .. _ ..• __ •. _________ _ 

Total. ________ .• __ .. __ ____________________ ___________________ 40 20 . ________________ _ 

30. ___________ .• __ ~: l~ g;:= ~~:::::::: ~:tembei.:=::::: :::::::: l~ :::::::::- ::::::= 
Sept. 6 Short 350.. ________ Deoemb81'________ 90 __ • ___ •• _.' .• ___ 100 

::&t ~~ == ~:::::::: :::::t=:::::::: = :::::::_ ::::::::: ::::::: 
Tota) ________________________________________ ._______________ -490 125 ________________ ._ 

11 ________________ Au," G Sbort 40 ___________ December--------I~";;;-;.;";;"9· =";"'9==,.,;;76+,,;;,,;;,,=,, 
32_. ______________ MIU'.)! Short6a _________ May ______ .______ ________ 100 80 _______ _ 

M,al 19 Bbort 275 __________ July __ ~ __________ I--• ..:.-..:.--,,--_'l. _",,,,+_-,,,,,,+ __ .. 
TotaL______ __________ ____________________ ____________________ ________ 25G _______________ _ 

&6 ________________ Feb. 2 Short 290-_________ May______________ _______ 200 _______________ _ 
Feb. 26 Shott 50.5 ______________ do____________ ________ 200 ___________ . ____ _ 
l!.tar. 1 Short 300 _______________ 00____________ ________ 160 _________ _ ___ a_a. 
Mar. g Short 190 _______________ dn ____________ ______ ._ 100 _________ 65 

ru:: ~=~ ~~::::::::: _~~~~::=:::: -----ai- ____ ~~_ :::::::::: ::::::= 
AU& 2J ShoR505 ••. ___ . ___ Deoember_________ ________ 100 50 • 

Total. ________________ . ________ . __________________________ ._._ 3l'i 850 ____ a __________ _ 

Grand total _____________________________ . ____________________ ... m ,006 _______________ _ 

IUuslratwns. -Trader no. 7 who had the largest short pOSItion in 
Chicago wheat futures during the period of January to October 1927, 
of any mdividual speculator was a libel'al user of bids in covering 
his open contracts. On 26 days be was successful in covering short 
commitments through the sale of bids. For individual days the quan
tities varied from as little as 100,000 bushels to as much as 1,145,000 
bushels. On each of 5 days the volume of short contracts covered 
was 1,000,000 bushels or more. On each of 20 days the amount 
covered was at least 500,000 bushels. The aggregate for the 26 days 
was, tIS shown in tabie 27, 14,860,000 bushels. On 15 of the 26 days 
he made sales of futures r&nging from 200,000 to 1,100,000 bushels. 
Part of the sales no doubt aided in forcing the [nee of the futures 
through the price of the bids sold by him. Some 0 t·he sales of futures 
wore made at prices below the bid price. Most of tl.e sales of futures 
were made at prices not more than one fourth of a cent aboTe the 
price of the bids sold and in quantities more than sufficient to offset 
tI.e privil .. .ges put to him. For e,'tample, on February 7 be sold 800,000 
bushels of May wheat., most of which was at $1.41"-.1" which aided 
in mn.king good bids in that future totaling 500,000 bushels which he 
had sold the previous day at $1.41~. Purchases of 200,000 bushels 
at 81.41" were also made, which offset the sales to that e,'ttent. 

Another illustration of the use of bids is the trading of trader no. 
25 who "'as, at the close on September 9 net short 500,000 bushels of 
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December wheat fut1ll'es which he had sold at $1.36 to $1.36*. He 
also sold bids on that day in the December future aggregatmg 250,000 
bushels, and offers in a like amount. The following day he sold 
500,000 bushels of December wheat at $1.36JH~, which aided inmaking 
the bids good and resulted in the 250,000 bushels being put to him. 
Thisenabled him to eaver at a lower price half of the short sales he made 
during the day. . 

The use of offers by speculators in covering open short commit
ments is illustrated by the operations of traders nos. 24 and 35, as 
shown in tables 27 and 28. Both of these traders were primarily 
buyers of privil~es, which indicates why they were prinCipally users 
of offers in cove~ short commitments. They also dId considerable 
scalping which is mdicated by the large quantity of purchases and 
aBIes that took place on the same day. 

ATTEMPTS TO ACCtJKULATB OR DISPOSB OF LINES THROUGH PRIVlLBGES NOT 
ALWAYS SUCCESSP'UL 

. Attempts to accumulate or close oul; long or short lines by means of 
privileges were not always successful because the price of the future 
frequently did not go through that of the bid or the offer. There 
were two main reasons why such was the case. (I) The price of the 
privilege purchased was too far away from the pnce of the fut1ll'e, so 
that it would have required considerable addItional bUYIng to put the 
price of the future through that of the offer or conSIderable addItional 
selling to gel; it to decline to the price of the bid. In either case, 
however, the holder of the priVIlege who want£<i to liquidate his long 
holdIngs or cover his open short contracts through the pit had a more 
favorable o'pportuuity to do so. (2) The seller of the bid who wished 
to accumulate a long line, or the seller of the offer who wanted to 
liquidate his long holdings may have been unsuccessful because of the 
opposition encountered. ThIs opposition may have been due to the 
trading, to a limited extent, by other sellers of pnvileges who dId not 
want the privileges to be exercised. Also, the execution of resting 
orders and the coming in of new bUSIness ind ueed by the price changes 
probably contributed to making the venture a failure. 

PlUVII.EGBS CRltDITEI) WITH A STABILIZING INFLUENCE ON THE PRICB OP 
FUTURES 

One of the :principal "!'Iruments advanced in Cavor of privilege 
trading is that It has a stabiIiaing influence on prices of grain futures 
by limiting the daily futures price range. This is brought about. 
through the practice of '1' rotecting" privileges sold and trading 
against those purchased. trader who has sold bids may do one of 
several things in order to "protect" them. (1) He may sell futures 
at prices higher than tbe price of the bids sol~,. so that should ~e 
future be put to him by the holder of the pnvilege, the offsettmg 
trade made earlier in the day will enable him to fulfill his obligation 
without taking a loss. Should the bids not be good o.t the close of 
the market, he has the choice of either remaining long, assuming he 
was "even" at the beginning of the day, or of closing out his fu~ul'l!8 
trades at prices above the bids sold. (2) The seller of the bId, if 
bullishl mo.y feel that even though the price of tbe future may dec~e 
througn the bid price during the early part of the session, a reactIOn 
will probably take place which may cause the price of the future to 
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advance above that of the bid before the close: he antieipates that 
sufficient buying will come into the market to bring about the recovery 
of prices. Ps.rt of this buying he expects to come from holders of 
bide who have made purchs.ses of futures below the bid price with a 
view to putting the futures bought to the seller of the privilege, or of 
selling the futures at a higher price should the future price advlUlce 
above the bid price. In the latter ease, of course, the privilege would 
not be exercised. Should the reeoverv from the low point of the 
day be slow, and the seller of the privilege feel that futures may be 
put to him at the close unless the price movement upward is accel
erated, he may make purchs.ses of futures with a view to aiding in 
driving the futures price above the bid price. If successful, he CIUl 
dispose of his purchs.ses of futures at a higher price than that paid and 
also not be called upon to make good the privilege sold. 

In addition to the alternatives already mentioned, there still 
remains lUlother method of protecting oneself against the bids sold, 
i.e., when the price of the future approaches that of the bid, to make 
purchs.ses of futures with the hope of preventing the price, with the 
aid of buying on the part of others, from decliDiDg through the price 
of the bid. This latter method, however, is not as fre~~::t1y used 
as the other two for the reason that it necessitates tr . against. 
the trend of the market, which traders do not care to do. They prefer 
to operate along the lines of least resistance. 

The buyer of bids, as already mentioned, trades against them by 
purchasing futures after the price of the future has declined through 
the price of the bid. He does this with the intention of putting the 
future purchased to the seller of the bid, should the market price of 
the future close at the price of the bid or lower. Should the closing 
price of the future, however, be higher thlUl the price of the bid pur
chased, the buyer will not exercise his right to put, but will sell the 
future through the pit which will net him a larger profit. 

When protecting oneself against the offers sold or trading against 
those purchased, the method of procedure is just the opposite of that 
in the case of bids. Tbe seller of the offer tries to buy futures at 
prices below the offer price, so that he will not suffer a loss in ease he 
15 U called" by the holder of the offer. Should the offers not be good, 
he CIUl sell the futures purchased at the best price obtainable, take 
a long position in the market, or cover open short commitments. 
Should he be bearish, even though the price of the future has advanced 
through that of the offer, he may wait for a reaction to carry futures 
prices below the offer price. He anticipates that buvers of offers 
will enter the market to trade against the privileges held by making 
sales of futures at a price above the offer price, in anticipation of 
calling the seller of the privilege should offers be good, or of covering 
their sales of futures at prices below that of the offers should the future 
price decline below that of the offer purchased. 

As has already been mentioned, the buyer of offers trades against 
them by selling futures when the price of the future has .... vanced 
through that of the offers with a view to calling the seller of the offer 
in case offers are good at the close of the market, or buying in the 
future should the price decline below that of the offer sold. 

The percentage of the daily volume of trading in futures that arises 
out of sellers protecting themselves against {lrivileges sold and 
trading against those purchased is not definitely known. It is 
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estimated that it averages less than 11 percent of the trading in 
wheat futures. The percentage, however, is greater on days when 
the price range is la.rge as compared with days when the range is 
small.l~ 

Whatever stabilizing effect protecting and trading against privileges 
has on prices should be reflected in the relationship that existe between 
the dally volume of trading in futures and the dally futures price 
range. The dally range for a given volume of trading should, if there 
is any stabilizing influence evident, be smaller during a period in 
which privilege trading was permitted than when trading was not 
allowed. 

In order to determine to what extent privilege trading may have 
had a stabiizine: influence on prices of grain futures, the daily range 
in the price of the dominant or most active wheat future at Chicago 
in its relation to the totsJ. volume of trading in wheat futures was 
compared for two 4-year periods. The first was from January 3, 1922, 
to .January 13, 1926, when trading in privileges was not permitted; 
and the second ran from January 14, 1926, to December 31,1929, dur
ing which trading in privileges was allowed. The former period 
included 1,214 days, or a little more than 4 years, whereas the latter 
included 1,194 days, or slightly less than 4 years. 

Approximately 87 percent of the time the dally ranges in the price 
of the dominant wheat future are less than 4 cente; therefore, if 
privileges have any stabilizing influence on the price of futures, such 
influence in order to be worthwhile must be effective on those days 
when the range is less than 4 cents. Some idea as to the stabilizing 
influence oflrivileges can be obtained from the data presented in. 
tables 29 an 30. 

It Table 30 sb0w5 the increase in the volume of tradJng assocIsted with spee1fted dsDy price. tangfB In the 
dominllIltfnture when tradl.ng in privileges was permitted as oompared wttb a5lmilar -period wbeD tmc1inI: 
was prohibited. The increase b:lcludes trades in tUtW1lll arising out of pnvueges exerctsed and such adda: 
tional trading 88 waa can1ed on b7 buyers of prlYll9ges who traded.against them, and by seUen who traded 
to protect tb6lllSe1ves qalnst the J)OS3lbility of hav1wl: futures put to them or being oalIsd tor futut'Ea. A 
glan09 at the tabk\ will show Uui.t tbls lncrea.s.ed vofume of t:rad1.og Is 13 tlefOOttt Of less of t.b& wtllg.J;ted. 
averagedafly 'fo1umeottndiDI: durtaI thepariodofJan, 14. l~ &0 Dec.3I. 182i. when cradhl& in prl~ 
wuallowed. 



TABLe 29,-Tiul numb ... aM p ..... nltJfI. 01 dave that iMitv rang. in the prI .. of Ua. dt>m.' ... n' Chicago wh''''/uturs were ... ociatod with .arlouo 
f10lu,"* 01 traaing in aU wheat julure.jrw two 4-ysar pmodJI, Jan. 9, 19£t, I.{) Jan. IS, IDeO, whim trading in privilege. wa. pToh"bited, and 
Jafl, J4. 1018,10 Du:, 81, IOtD • .,IuI" .uch IraditJfl Waf permiU«! 

VnlunM 01 tt8llltl/r (mllUmu 
of t.wli"d .• } 

nanre 

tJnlter 1 ()fn' 1 to 200nu 2 to a ClInt. 3 to. l)Dobi 4 to li ODnll 

- - - - - - - - - ---------------------:1:I~~¥~::::::::::::::::::: 8:':': ~ J I~: i: """"0' "Til3" ..•••... ¥ •••••••••••• ,,""., •• u ••••• e· •••••••••••• , •••••••••••••••••••• - ...... H ••••••••••••• -'---

:::: ~::::::::::::::::::::~:: :6:' ~ ~~ ::: ~ :: I~ ~ , •.. ~f . ~~'if ::::: i: ::ri§: ::::::: : :::::: ::::::: ::::::: ::::::: ::::::: ::::::: ::::::: ::: :::: ::::::: 
2111026 .••••••••.••••••••••••• 11 O.-iN 1M 1l\,6.1 OR :U.'" 00 18.10 12 •• 03 n I.M ...................................... . 
ZtI to aD....................... (I 6.1~ 0 6.77'11 M UUIII 100 10,3tI 23 1,72 :n lI.n ...• 2.110 ............. " ._. 1 1.04 :.: .. ::::::::: 
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TAB"" 30.-Weighted ""erage daily .. I" ... 0/ trading in chicago ",heat /uI",... 
CIlJ.ociated with ,pecijied price ranges in the dominant wheat futUTe during the 
4-year period, Jan. 8, 19!B, W Jan. lS, 19M, when trading in- privikges was 
prohl'biUd. compared with a like period, Jan. 14, ISU, tu D~c. S1, 19f9, 'tDMn 
trading was permitted 

Leas than 1 __________________________ • _____________ • 
1 to 2.. ___________________________ • _______________ _ 
2 to 3 __________________________________________ _ 
8 to "-____________________________________________ _ 
.{ to 5 ___________________________________________ _ 

'N .... 

WeIgbted avet'/l.ge daily IIlCl'EI&Se in Approximate 
volumeoitrading dally volume e.~_e-~ally 

when trading in bMl!I oJ tradiDJ stabUWDg 
and ofters wsa- duriogperiod Infiueoce of I ___ ~ ___ I when prlvl- prlvUegeson 

lege trading price rsr.p 
ProhIbited Pennttted was permitted of futures 

MUll .. .....,. ,. 
'Z7 .. 
'" .. 

MUI"," .....,. ,. 
"" .. 
61 ,. 

MUll"" .....,. 
I • • • 8 

Table 29 shows the number and percentage of days during each of 
the two 4-year periods that specified volumes of trading were associ
ated with different price ranges. Two outstanding things can be 
seen in the table. (1) The tendency for the number and percentage of 
days for each range to concentrate around certain volumes of trading. 
For ex&IIlple, with a range of less than 1 cent the ~test number of 
days falls within those classes of trading coming w>thin 5,000,000 and 
20,000,000 bushels. With a rllIlg6 of 1 to 2 cents, it comes within the 
limits of 15,000,000 and 35,000,000 bushels, the limits becoming, 
larger as the size of the range increases. (2) Until the volume of 
trading reaches a certain amount, the percentage of days falling 
within the various classes tends to be law,r for the 4-year period dur
ing which trading in privileges was prohibited than during the period 
in which such tra~ took pl&ce. After this maximum has been 
reached, the reverse 18 the case. For instance, it will be seen by 
refening to table 29 that when the daily range was from 1 to 2 cents 
the percentage of days associated with the various~ed volumes of 
tradin~ was larger d~ the period when privilege trading was 
prohib,ted than for the penod when it was pernutted, until the volume 
reached the 20,000,000 to 25,000,000 bushel mark. For the former 
period the percentage figures increased from 1.95 to 21.26, whereas 
for the latter they increased from 2.74 to 18.10 percent. Beginning 
with 25,000,000 to 30,000,000 bushe~ the percentage figures for the 
period in which there was no trading ill privileges not only decreased, 
but were smaller than those for the period during which trading in 
privileges occurred. A similar tendencr. exists for the other rllIlges. 
The point at which the change takes p ace, however, is different for 
each of the ranges. For a rllIlge of 2 to 3 cents, it is 35,000,000 to 
40,000,000 bushels; for 3 to 4 cents, 50,000,000 to 55,000,000 bushels; 
for 4 to 5 cents, 75,000,000 to 80,000,000 bushels; &Ild for 5 to 6 cents, 
80,000,000 to 85,000,000 bushels. 

This tendency for the percentage to be greater for the one period 
than the other shows that with privilege trading a larger daily vol
ume of trading in futures can be expected to be BSSOciated with & 
given price range than when there is no trading in privileges. 
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If for each of the ranges the number of days is weighted by the 
volume of trading, and if the figures so obtained are added together 
and then divided by the total number of days that the particular price 
range occurred, a weighted average daily volume of trading figure for 
each or the respective price ranges will be secured. The weighted 
anrage for each of the ranges for both of the 4-year periods, as 
ehOWll in table 30, makes it possible to approximately estimate the 
influence of privileges on prices of futures. 

During the 4-yesr period that trading in privileges was prohibited, 
the averages for the various daily ranges, as seen in the table, were 
somewhat smaller than for the 4 years that trading was allowed. The 
difference in favor of the latter was as follows: For a daily range of 
less than 1 cent, 1,000,000 bushels; for 1 to 2 cents, 3,000,000 bushels; 
for 2 to 3 cents, 2,000,000 bushels; for 3 to 4 cents, 8,000,000 bushels; 
and for 4 to 5 cents, 8,000,000 bushels. These differences do not. 
necessarily represent an equivalent amount of additional trading that 
has ",one through the pit, as was previously pointed out. A small 
porlJon of it represents the transfer of open commitments acquired 
at some previous date. The remainder of these various amounts, no 
doubt, constituted trading against privileges on the part of buyers and 
the protecting of privileges sold on the part of sellers. The approxi
mate average stabilizinJt effect of this type of trading was, based on a 
study of the relationship existing between volume of trading and 
daily ranges in price of futures, as follows: When the daily range was 
less than 1 cent, none; when the range was I to 2 cents, the stabilizing 
influence probably was ~ to n cent; for 2 to 3 cents, ~ to n cent; 
for 3 to 4 cents, r. to 'i cent; and for 4 to 5 cents, " to "cent. 

UNFAVORABLE ASPECTS OF PRIVILEGB TRADING 

SMALL TRADERS OF VERY LIII1TBD MEAIIS DfDUCBD TO SPltCULATB 

It has already been pointed out that although the buying of privi
leges may provide some overnight protection against price changes 
in futures, the greater part of the trading is probably done for some 
oth .... purpose. The small traders, comprlsmg the general public, 
as has been previously mentioned, are pnncipally buyers apparently 
not so much for protective purposes but rather as a mesne of speculat
ing on price changes in grain futures on less capital than would be 
required were the trades in futures fully margined. From a social 
viewpoint this is not desirable as the very limited funds of the small 
trader could probabiy be used to better advantage elsewhere. 

It was also shown that privileges on the average are good .!n.!ri 
1 day in 6 or 7, and ... hen good the gross profits are frequently so 
thet much of the time they would, if exercised for the nonmember . 
customer's account, result in a loss to the customer after commissions 
and taxes am deducted, and consequently the general practice among 
commission houses is to take such trades into their own seeount. 
This suggests that the small nonmember traders are in the main merely 
a source of profit for commission houses and large speculators and in 
addition provide a means whereby such large speculators are aided 
in building up and disposing of large lines under cover. 

Small traders, on the whole, apparently being losers in their 
privil<>ge trading, leads one to the conclusion that it is folly for them 
~ engage in ~ in privileges unl ..... purchased pure1y for protect
mg open cotnmltments. 
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It should, howe vert be said that those who purchase privileges as a 
speculation limit theu- risk to the cost of the bid or offer, whereas 
those who speculate in futures assume greater risks. 

GAMBLlHG ELEMENT ASSOCIATED WITH IT 

The old system of privilege trading by the payment of "differ
ences", although undesirable, was nevertheless more generous to 
the small trader in that the commission charges were less than at 
present. The old llr&ctice of settlement by payment of differences 
caused, in pert, pnvilege trading to be considered as gambling on 
price changes. The difference represented the spread between the 
price of the I?rivilege and the future at the close of the market on the 
day the privilege was exercised. 

Then, as now, the greater pert of privil~e trading was not ass0-
ciated with the shiftiug of an existing unaVOidable risk on the pert of 
the producers or mercnandisers of grain or grain products and this 
contributed to its being considered as a type of gambling. ThE! 
present system of settlement, requiring thaf futures must be put or 
called whenever a privil~ is exercised, still has some of the gamblinJ1: 
element conneeted with It. Even with present requirements, whicli 
make tr~l: privileges more expensive than formerly, there still 
is much . on the pert of those who are willing to "take a 
chance" on very limited capital in the hope of making a profit on 
price changes. 

Alfred Marshall, professor of economics at Oxford College, Cam
bridge, England, in referring to privileges states (6, fOo/Me p. £57): 

A contract in relation toa future often takes the Conn of an "Option PO by which 
the payment of a certain sum secures the right to demand certain things (or to 
seU them) within a given period at a specified price: these two options may be 
combined, an option to buy at a stated price being coupled with one to sell at & 
stated higher price~ There are a few cases in which dealings in options are part. 
of legitimate trade. But there appears to be more force in the arguments for 
prohibiting them by Jaw than for prohibiting a simple buying or selling of futures: 
for they are relatively more serviceable to the gambler and tbe manipulator 
than to the Btraightforward dealer. 

PRIVILEGES CAUSE ARTlFIClAL PRICE MOVEKEMTS 

Trading in privileges results in additional trading in futures arising 
out pf the practice of protecting Ji~~eges sold or trading against 
those purchased. This type of tra' , which has been described in a 
previous section, affects prices of futures. Such trading, not induced 
primarily by changes in fundamental conditions such as changes in 
present or prospective supplies of, or demand for, cash grain, but 
principally with a view to making one's privilege transactions profita
ble, brings about price movements which are somewhat artificial 
in character. It adds an element with which other speculators have to 
reckon when deciding on whether to buy or to sell futures. 

Trading in futures brought about by trading against privileges 
purchased or protecting those sold has, as was previously stated, a 
stabilizing influence on prices and also contributes to making the 
market more liquid, which, however, compensate but pertially for the 
artificial influence of such trading on futures prices. 
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INCRBASBS CONGESTION AT CLOSE OF FUTURES MARlCRT 

When a buyer of privileges wishes to take a profit in the privilege 
exercised and not change his position in the market, he makes a 
purchase to offset the future put and a sa.ie to offset the future called. 
The seller of privileges in making offset trades does the reverse. The 
making of the offsetting transactions at times accentuates the con
gestion at the close of the market caused by scalpers' "evening up" 
for the day and the execution of customers' orders to buy or sell 
"at the close." , 

The makin~ of offsetting trades by buyers of privileges tends to 
widen the closmg price range of the individual futures. This tendency 
to widen the range, however, is in part counteracted by new trades 
made for the accounts of other customers, by sca.il'ers, or by such 
offsetting trades as are made by the sellers of privileges. However, 
the sellers of privileg"".( being principally the professiona.i traders 
who are interested in buil~ up or dieposmg of large lines of futures, 
are apt not to make offsettmg trades but to change their position 
in the market should the futures be put or called by the holders of 
the privileges. 

SUMMARY 

Trading in, privileges on the Chicago Board of Trade has been 
carried on at intermittent periods since the early sixties. From 
time to time the exchange tried to prohibit its members from trading 
in privileges, but such efforts did not meet with success lIS the members 
resorted to the Open Board of Trade, another market in Chicago, and 
to the exchange at Milwaukee, where trading in privileges was per
mitted. The disciplining of members who persisted in the practice 
was not feasible, as there were so many eng8ged in privilege trading 
that to have disciplined all who violated the rules would have meant 
the disruption of the board. The Illinois law of 1874 which prohibited 
trading in privileges was not atrictlr. enforced, and in 1913 it was 
amended, apparently to exempt privilege transactions not settled by 
the payment of "differences." It was the payment of differences 
that was considered a gambling feature of privilege trading. With 
the change in the lllinois law trading in privileges was again permitted 
on the exchange. In 1921 the directors of the Chicago Board of 
Trade recommended to the president of the board that trading in 
privileges be prohibited by amendment of the rules, as the directors 
believed that the advantages of such trading were outweighed by its 
disadvantages. With the passage of the Future Trading Act in 1921 
privilege trading was, in effect, prohibited by Federal statute until 
the United States Supreme Court in a decision rendered on January 

, H/ 1926, declared that the provision imposing a prohibitive tax on 
pnvileges was an unconstitutiona.i exercise of the taxing power. ,This 
decision was immediatell followed by the resumption of privilege 
trading on the exchange. • 

Althour;;h no record is kept of the volume of trading in privileges 
on the Chicago Board of Trade, indications are, based on data 
acquired by the Grain Futures Administration for 2 months in 1926, 
that su~h trading is equiva.ient to about 15 percent of the trading in 
grain futures. The trading in privileges is principally for the account 

• On Jub' II. lilUt Radtna tD pirileell .. 'DIP""'k' by anhr' or &be bcwd 01' diredon untO IurUset 
..u",. 
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of speculators. The general public are for the mos. part buyers, and 
the large speculators are principally sellers. Privil~es are not used 
to any great extent by merchandisers of grain or gram products. 

About 75 percent of the time privileges sell at a distance of 1 to 2 
cents from the closing price of the future. The months during which 
deliveries are made usually show the widest range. The supply and 
demand for privileges, the length of time the privilege has to run and 
the past trend and present state of the market are the factors deter
minIng the distance that privileges sell from the close . 

.A.lthou~h the ).lrivilege market indicates whether trade sentiment 
is primarily bullish or bearish by the distance that privileges sell 
from the close, as a forecaster of the next day's price trend, it was 
correct only 63 percent of the time. Twenty-nine of the large specula
tors, however, who were sellers of privileges were as a group right, on. 
the average, 73 percent of the time in forecasting the next day's price 
trend. Their heavy trading, which at various times has moved pricea 
in. the direction of their tr~, as revealed in published reports of 
the Grain Futures Administration (S, S, 8, 9), accounts, in part, for 
their large percentage of correct forecasts. 

Privileges good for 1 day are exercisable on the Chicago Board of 
Trad.e about once in every 4 or 5 days. For the average individual, 
however, who cannot always secure his privileges at the most advan
tsgeous price, they are good not more frequently than 1 day in 6 or 7. 

More than 50 percent of the time that privileges are good the gross 
profit is three-eighths oia cent orless per bushel .The 5-year weighted 
average spread was around five-eighths cent per bushel for both bids 
and offers. The large number of instances that the spread is three
eighths cent or less and the small percentage of time that privileges 
are exercisable account in part for the fact that privilege trading on 
the part of the general public, for purposes other than protection, is 
unprofitable. In the case of the larger speculator m privileges, 
privilege trading has on the average been profitable only to the seller. 
Whenever the spread is one-fourth of a cent or less, the general practice 
is for the commission house to take the trade of the nonmember cus
tomer into its own account as the gross profit would be converted into 
a loss to the customer after paying commissions and taxes. 

Privilege trading is considered useful by many mt'mbers of the grain 
trade in that it affords protection against price changes, makes possible 
the financing of speculative transactions on a small capital, is a source 
of profit to some mdividuals, provides for the large speculator a means 
of getting in and out of the market under cover, and has a stabilizing 
influence on prices of futures. 

Its unfavorable aspecta are the following: The small amount of 
capital re!luired to trade in privileges encourages speculation by 
traders of limited financial reso~es. The practice of tra~in~ agai~st 
privileges bought and protectmg those Bold causes artifiCIal pnce 
movements. The making of offsetting trades at the close of the 
futures market by the buyers of privileges who are taking profits, and 
by sellers who are taking losses, adds to the congestion at the close 
occasioned by scalpers' "evening up" for the day and the execution. 
of orders to buy or sell "at the dose. " 
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