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World-wide influences ailecting wheat prices converge to
a peculiar degree in the British market for imported wheat.
Representative prices of such wheat deserve better than any
others to be regarded as “world” wheat prices. The average
price of all wheatl imported into the United Kingdom seems
the most broadly representative of the various series. Better
for some purposes is the monthly average of spot prices of
“good red wheat” compiled by Broombhall, or the average
parcels price which we compile. For short-period compari-
sons, prices of Liverpool wheat futures are best of all,

Comparisons among these series show that the futures
prices are in fact admirably representative of the general level
of prices of British imported wheat and are useful for long-
period as well as for short-period comparisons, Accompany-
ing tables and charts give a complete record of the prices
of Liverpool wheat futures monthly and weekly from 1886,
for five delivery months in each year.

That Liverpool futures so well represent the general level
of impoerted wheat prices is a result of effective adaptation to
difficult conditions. The history of the Liverpool futures con-
tract is one of progressive improvement. A prime objective
in the evolution of the contract has been adaptation to the
needs for hedging wheat in channels of international trade.

From the standpoint of volume of trading or volume of
open contracts, the Liverpool futures market ranks far below
Chicago and Winnipeg. It is pre-eminent in balanced reflec-
tion rather than in generation of price influences. A large
proportion of its business originates with hedgers, and with
speculators who take a long view of the price outlook. Al-
though peculiarly vulnerable to “corners™ and “squeezes,”
Liverpool has succeeded remarkably in avoiding such ma-
nipulation.
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WHEAT FUTURES PRICES AND TRADING
AT LIVERPOOL SINCE 1886

Holbrook Working and Sidney Hoos

Liverpool wheat futures prices are pecu-
liarly valuable as an index of world wheat
prices. They mirror in greater detail and with
more fidelity and better balance than most
other prices the manifold influences in the
international wheat market. A continuous rec-
ord of these prices may be had from 1886,
with the exception of a period when the fu-
tures market was closed during and shortly
after the World War. The

tion price spreads, thus presenting in one
place the whole body of weekly price data re-
quired for a study of relations among Liver-~
pool wheat futures. In the textual description
of the price series, features that might appear
negligible from the standpoint of any one
price series are given attention appropriate to
their significance for price spreads. Analysis
of price relations in the present study is

restricted to comparison

present study undertakes

of prices of the near fu-

to make this valuable price CONTENTS pacn tures with two British
record conveniently avail- Significance of Liverpool Fu- “cash” wheat price series.
able to students of prices BUres .....oovvnicnniennn 122 Futures prices are less
and of the economics of Operation of the Futures Mar- used by academic students
wheant. ket ... ...o.... N 135

The da.\ily prices which
are found in the original
price records are so vol-

Evolution of Futures Trading 142
Appendix Noles
Appendix Tables

of prices than they deserve
to be because they are
poorly understood. To
many, they appear esoteric

uminous as to discourage
their use. These are here condensed into
monthly and weekly averages. The monthly
data are sufficient for many purposes and have
the advantage that they may be used with less
labor than data at more frequent intervals.
The weekly data meet nearly all requirements
for which a detailed price record is likely to be
wanted over a long period of years. The charts
in which the full record of weekly prices
appears in graphic form will be found to
have distinet advantages over charts based
on monthly data. These have been repro-
duced in a size permitting direct comparison
with similar charts of Chicago futures prices
which we have published previously.
Earlier issues of WHEAT STubpies have dealt
with the relations between prices of cash
wheat and of futures at Chicago, and the re-
lations between futures prices for delivery in
different months. The present study begins
a similar treatment of prices at Liverpool. A
more detailed analysis of the data will appear
in a subsequent issue of WHEAT StupIEs. In
the tables here given the weekly price record
is paralleled by a weekly record of inter-op-
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and artificial—mot to be
trusted to reflect the facts of a price situation.
To one who understands them, however, they
may convey nearly all of the information ob-
tainable from any single cash price series, and
much more besides. The text of the present
study is primarily an exposition of the mean-

ing of the price data; but these are closely

related to the market in which the prices are
made, and are dependent upon the traders
who make them. Accordingly we present (1)
a discussion of the degree to which Liverpool
futures prices may be viewed as representative
of British wheat prices and, more broadly, of
world wheat prices, with some consideration
of the influence of the futures market in gen-
eral price determination; (2) a description of
some technical aspects of the futures market
which are significant from the standpoint of
price, and of the types of trading on the mar-
ket; and (3) an account of the evolution of
futures trading at Liverpool, considered pri-
marily from the standpoint of the significance
and representativeness of the prices, but at-
tempting some interpretation as well as de-
scription.
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WHEAT FUTURES PRICES AND TRADING AT LIVERPOOL SINCE 1886

I. SIGNIFICANCE OF LIVERPOOL FUTURES

A reasonably active, well-administered fu-
tures market makes available price quotations
that are more frequent and more accurately
standardized than any cash price series ob-
tainable; and such quotations may be more
broadly representative than any single cash
price series of the range of prices of different
wheats on the market. An active futures mar-
ket plays an important part in the making of
wheat prices—the determination of the wheat-
price leve] and its fluctuations. And an active
futures market contributes appreciably to the
economical handling of wheat in its movement
from producer to consumer.

The significance of Liverpool wheat futures
deserves consideration from each of these
standpoints. We are here peculiarly con-
cerned with (1) the characteristics of futures
prices for representation of wheat price move-
ments and price levels. Attention will be de-
voted also in this section to (2) the signifi-
cance of the Liverpool futures market in price
determination,

REPRESENTATIVE BRrITISH PRICES

The position of the United Kingdom as a
wheat importer renders prices of British im-
ported wheat peculiarly appropriate to rep-
resent “world” wheat prices. At the same
time it involves special difficulties in obtain-
ing consistency and continuity in such price
series. If consistency be sought through use
always of prices on wheat of a given type,
grade, and origin, the series tends to be equiv-
alent merely to quotations on that description
of wheat in the country of origin, plus han-
dling costs. British prices so compiled have lit-
tle or no superiority in representativeness over
prices in the country of origin. They tend to
have the disadvantage of being only irregu-
larly available. In order to obtain a British
wheat price series that is peculiarly represent-
ative of world wheat prices, it is necessary to
use a flexible basis for selection of the quota-
tions.

Two general methods have been employed
for obtaining price series on British imported
wheat that may be considered reasonably con-
sistent and representative. One is the method

of varying the description of the wheat quoted
according to the judgment of the compiler of
the statistics; the other, that of using a “nat-
urally weighted” price average of a wide
range of wheats. The first method is repre-
sented in Broomhall’s compilation of spot
prices of “good red wheat” at Liverpool and a
similarly designated compilation prepared by
the United States Department of Agriculture,
partly from Broomhall’s series and partly as
an original compilation. The second method
is represented in our compilations of the
average customs price of British imported
wheat and of the average “parcels price.”
“Good Red Wheat” prices.—Broomhall’s
series of prices of good red wheat prior to
about 1904 is made up mainly from prices
of either hard or soft red winter wheats from
the United States. Prior to 1889, however, quo-
tations on red spring wheat from the United
States were used in some years, and in a few
months the quotations represent Californian
(white) wheat.! From about 1904, Broom-

~ hall often used Argentine wheat as the basis

of the quotations, and sometimes Canadian
wheat. In recent years he has occasionally
used Australian wheat quotations in the se-
ries.2 The Broomhall series has thus varied
widely in the description of wheat quoted,
sometimes even to the extent of quoting =a
white wheat rather than a red wheat.

The series of Liverpool prices of “good red
wheat” compiled by the United States Depart-
ment of Agriculture? represents, prior to 1904,
merely the Broomhall series converted to cents
per bushel. For the years 1904-1913 and in
some post-war periods it represents an origi-

1 This is shown by notes accompanying tables in
Broomhall's Corn Trade Year Book for 1904 and earlier
years,

2In the spring of 1936, for example, when Aus-
tralian wheats were the only ones being tendered on
Liverpool futures. All our observations on the consti-
tution of the Broomhall series since 1903, it shonld be
noted, are based on comparison with quotations pub-
lished in the Corn Trade News, since the tabulations
in the Corn Trade Year Book do not now indicate what
wheat they represent.

2 Published, for example, in Wheat and Rpe Sta-
tistics (Stat. Bull. No, 12, January 1926), p. 84, and
Yearbook of Agriculture, 1928, p. 689.
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nal compilation by the Department of Agri-
culture from spot quotations in Broomhail's
Corn Trade News. In these years it fails often
o correspond with Broomhall’s own compila-
ticn, and for two or more months e£ach in
1904, 1905, and 1911 indicates absence of quo-
tations. The principle of seiection of quota-
tions used by the Department of Agriculture
is not entirely clear from casual comparison
with the original source, but apparently they
represent always wheat from the United States,
and, where possible, wheat specifically desig-
nated in the quotation as "red.” Quotations
on Californian wheat seem to have been used
in the spring of 1905, for months in which
Broomhall was using Argentine wheat as the
basis of his quotations.

British customs prices.—The customs price
of British imported wheat is representative in
a different sense from that of the Broomhall
series for “good red wheat,” and in a sense
tkat is peculiarly significant from some stand-
points. The monthly customs price is obtained
by dividing the total reported value of all
wheat imported into the United Kingdom by
the quantity of wheat imported. It is thus a
comprehensive average of reported prices of
all wheat imported each month. It has the pe-
culiarity that during much of the time, at
least, it represents recent past prices rather
than present prices. The values reported in
customs declarations tend to be the prices at
which the wheat was bought on a c.i.f. basis,
often several weeks before its arrival and
declaration, The series is thus not reliable
as an index of month-to-month fluctuations
in price. It suffers in precision to some ex-
tent from the fact that the amount of wheat
represented per unit of weight reported may
vary appreciably. Some imported wheats,
notably Indian and Russian wheats in earlier
years, contain a high admixture of dirt. In
years when such wheats have bulked large
in the imports, the average cost to British
millers of their imported wheat, on a cleaned
basis, has been somewhat higher than in-
dicated by the customs price.

British parcels prices.—Another excellent
representative price series is obtainable by
averaging prices on all recorded sales of
wheat on the British “parcels” market, Such
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price averages, originally compiled by the
Food Research Institute on a weekly basis for
the period August 1922—June 1927, were tested
by comparison with other series* and have
since been regularly compiled and published
under the name of “British Parcels Prices” in
the Survey and Review numbers of WHEAT
STupies. A similar series is compiled also by
the United States Department of Agriculture.
Like the British customs price, the parcels
price is an average of prices of many types of
imported wheat. In the customs price, the
several types of wheat are represented in pro-
portion to the total quantities imported; in
the parcels price, they are represented in
proportion to the number of parcels reported
as purchased. Normally these two bases of
weighting give closely corresponding results.
At times, however, they differ appreciably,
owing especially to the fact that Australian
wheats, shipped largely in full cargoes, are
much less adequately represented than Cana-
dian wheats in parcels sales. The parcels price
series has the marked advantage over the cus-
toms price series for short-period compari-
sons that it reflects current prices rather than
recent past prices, The fact that it is avail-
able weekly is a further substantial advantage,
despite its tendency to somewhat erratic be-
havior in week-to-week price changes. It par-
takes somewhat of the character of futures
prices, since the component quotations usu-
ally are wholly on wheat not yet arrived in
poris of the United Kingdom. At times the
parcels price average has been rather heavily
weighted with sales of Argentine wheat for
shipment to arrive in the United Kingdom
three to five months later.

REPRESENTATIVENESS OF FUTURES PRICES

Short-period changes,—Futures have a clear
superiority over all other prices for represen-
tation of price changes over short periods.
Quotations based on actual transactions may
be had even at frequent intervals within each
day. Other available quoted prices on im-
ported wheat in the United Kingdom often
are purely nominal for days at a time. The

1 M. K. Bennett, *“British Parcels Prices: A World

Wheat Price Series,” WHear STumes, July 1928, Iv,
289-306.
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spot market at Liverpool is now open only on
Tuesdays and Fridays, and even on these days
the published prices are sellers’ quotations,
which at times may be slightly out of line with
general market opinion of the value of the
wheat quoted. On the much more important
c.i.f. market,! sellers’ quotations are available
daily, but quotations on actual transactions
are irregular. The fact that sellers’ quotations
on both the spot and c.i.f. markets are often
purely nominal usually detracts little from
their usefulness, since these quotations are
generally kept closely in line with market
opinion, as reflected in futures markets of
the United Kingdom and foreign countries.
Nevertheless, the futures prices have a defi-
nite margin of superiority in the confidence
with which they may be accepted. More im-
portant in practice, the quality of wheat rep-
resented by futures quotations is standardized
to an extraordinary degree. Spot and c.i.f.
prices are quoted on a considerable range of
qualities, and c.i.f. quotations on a variety
of different terms as regards time and other
circumstances of delivery. Changes of a few
pence per cental in spot or c.i.f. quotations
may often reflect parily or mainly changes
in the basis of the quotations.

Futures prices versus cash prices.—Discus-
sions of futures prices often raise the question
whether futures prices do not frequently get
out of line with cash prices, or specifically
allege that they do. Such discussion involves
the assumption that there is a wide difference
in character between futures prices and cash

1 A substantial fraction of the wheat imported into
the United Kingdom is purchased in the country of
origin by the large milling concerns and thus is never
dealt in on any British market. The larger fraction,
however, is purchased from merchants by millers or
other merchants in the United Kingdom. The pur-
chases are made in parcel or cargo lots, usually on &
c.i.f. basis, From this latter circumstance arises the
designation “c.i.f. market.” Such transactions occur
partly at Liverpool and partly at London, but these
two market centers may be regarded merely as divi-
siona of the same market. The transactions only rarely
involve wheat already arrived in port, Frequently
they cover wheat on passage, but more often wheat
not yet shipped.

2 We followed this American practice in title and
text of “Prices of Cash Wheat and Futures at Chicago

since 1883," Wrear STubies, November 1934, XI, 76~
124,
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prices. This assumption underlies also much
discussion of the question whether cash prices
tend to follow futures prices, or futures to
follow cash. Such discussions tend to be un-
profitable owing to mistaken assumptions or
lack of critical discrimination. In the United
States the term “cash price” tends to be used
synonymously with “spot price,” and in pref-
erence to that term.? If the question under
discussion concerns the difference between
prices on “spot” wheat and prices on wheat
to be delivered at a subsequent date, then c.i.f.
prices in the British market and what are
called “fo arrive” prices in North America
should be considered in the same category
with futures prices. Transactions in parcels
and cargoes at Liverpool often involve much
more futurity than do transactions in the near
future,

Often the contrast drawn between futures
prices and cash prices seems to turn on a
distinction between speculative transactions
and “actual” transactions. The speculative
aspect of futures trading is important. An aec-
tive speculative market may at times have a
strong influence on prices. But it is futile
to look for any significant difference between
prices registered in connection with specula-

five transactions in futures and prices regis-

tered at the same time in connection with
purely merchandising transactions that con-
cern the same quality of wheat, specifying
delivery on identical terms and at the same
time and place. If the conditions associated
with the contemplated delivery are identical
in all essential respects, the price will tend
to be the same whether registered in connec-
tion with a futures contract on which delivery
probably will not be made, or in connection
with a merchandising contract on which de-
livery will almost certainly be made.

In short, discussion of differences between
prices of cash wheat and futures is meaning-
less unless the term cash wheat be defined
identically with spot. wheat. Then the discus-
sion is reduced to one of the relation of price
to time of delivery. The spot price gives one
datum for consideration in such a discussion.
The price of each separate future gives an-
other datum. Often the relation of price to
time of delivery is best considered in terms
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“of futures prices only.! In British markets,
significant differences in price according to
time of delivery sometimes appear more
clearly in quotations on parcels and cargoes
than in quotations on futures.? A major ob-
jective of compilation of the price data pre-
sented in accompanying tables and charts has
been facilitation of the study of relations of
price to time of delivery, in the British mar-
ket, but the present study stops short of ex-
ploration of that topie.

Tendencies toward representativeness of
level in futures prices.—The existence of a fu-
tures market depends upon its serviceability
for the purposes of two complementary groups:
speculators and hedgers. It is inconceivable
that a futures market could be maintained
without the participation of speculators, will-
ing and even eager to accept the price risks
that hedgers wish to transfer. It is a matter
of practical observation that no futures mar-
ket can flourish without the participation of
hedgers. The choice of type and quality of the
commodity which shall be the basis of the
future tends to be determined by the interests
of these two groups,

Speculators tend to prefer to deal in con-
tracts for a commodity of standard quality.
They tend to avoid dealing in contracts for a
specialized type of commodity since it is read-
ily apparent that they must be at a disadvan-
tage in such dealings unless they possess spe-
cialized knowledge. Hedgers, on their part,
are concerned that the type and quality of
the commodity represented by the future
should correspond as closely as possible with
that of the commodity against which the
hedge is being placed. The closer this cor-
respondence, the more complete is the protec-
tion afforded by the hedge. But since occasion
for hedging arises now in connection with one

1 See for example Holbrook Working, “Price Rela-
tions between Prices of May and New-Crop Wheat Fu-
tures at Chicago since 1885, WaeaT Sruniss, Feb-
ruary 1934, X, 183-228.

2 For example, during January-May 1937 prices of
near futures at Liverpool were generally under the
price of the July, yet Canadian and Indian parcels for
near shipment were quoted at substantial premiums

" over May-June shipments. See *World Wheat Survey
and Outlook,” WHeaT Stunies, May 1937, XIiI, pp. 389,
391-92.
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type and guality and again in connection with
another, a compromise is necessary. It is not

feasible in practice to have several different

futures contracts each adapted to a special
class of hedging requirement because, given
such a choice, speculators tend to concentrate
frading in one type of contract, leaving the
markets for the others so “thin” as to be of
little use to hedgers. The interests of hedgers
thus tend toward selection of a basis for fu-
tures contracts that will make the future as
broadly representative as is possible of price
movements of the different wheats to be
hedged.

These lendencies favoring selection of a
contract basis such that futures prices will
be broadly representative encounter techni-
cal obstacles. How shall a contract for fu-

-ture delivery be framed in order to attain the

desired price representativeness? The history
of the Liverpool futures market is an illumi-
nating record of progress in coping with this
problem under difficult and changing circum-
stances. The present stage in its solution and
the steps by which that stage has been reached
are reserved for detailed discussion in sub-
sequent sections of the present study. Here
it suffices to summarize salient characteristics
of the futures contract at different times.

At the beginning of our price record (1888),
the futures contracts quoted called for tender
of No. 1 Californian wheat, Use of this basis
for the contract was favored by existence of
special needs for hedging shipments of Cali-
fornian wheat. The volume imported was
large; the risk of price change while the wheat
was on passage on the long voyage around
Cape Horn, commonly in sailing ships, was
great; and the New York and Chicago futures
markets afforded only imperfect hedging fa-
cilities for this class of wheat. But probably
the outstanding circumstance that determined
the choice was the uniformity in quality of
Californian wheat. A prime requisite for suc-
cessful operation of a futures market is confi-
dence in the reliability of the basis of the con-
tract. Traders in Californian wheat futures,
whether speculators, hedgers, or merchants
expecting to make or take delivery on the con-
tracts, could have confidence that the quality
of the wheat represented by the contract would
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not prove significantly different from what
was anticipated when the contract was made.

The representativeness of the futures con-

tract was improved with introduction of the
“American Red” future in 1891. No. 2 Spring
and No. 2 Winter wheat from the United
States and Canada east of the Rockies were
made the basis of this contract. Imports of
red wheat from the United States had been
averaging about twice as much as imports
of Californian wheat; and the total imports of
red wheats, including those from Russia, Can-
ada, and Argentina, similarly exceeded. the
total imports of white wheats, including those
from India, Chile, and Australia. Further im-
provement was made in 1903 with introduc-
tion of provisions for tender of wheats of
differing qualities at prices differing from
the contract price according to grade. This
made possible a closer standardization of the
basis of the contract without unduly restrict-
ing the quantity of wheat tenderable on con-
tracts. Another improvement made at the
same time was inclusion of Argentine as well
as North American red wheats among the de-
liverable types.

The contract providing for tender of differ-
ent grades of wheat at prices other than the
contract price was distinguished as a “graded
wheat contract.,” Application of this term
does not imply that the previous contract per-
mitted tender of any American red wheat
without regard to grade (quality), but only
that the new contract gave a new significance
to grading. As first introduced in 1903, the
graded wheat contract took as its basis “the
highest grade of wheat,” designated as “Grade
A.” We distinguish this as the “Grade A
Contract,” although in fact the price quoted
was almost always a price for a lower grade
Plus a fixed difference, rather than actually a
price for Grade A wheat,

After nearly four years of experience with
the graded wheat contract, it was refined in
the direction of increased flexibility by elimi-
nating the special grade designations and pro-
viding a finer set of allowances for quality.
At the same time (December 1906) the “ba-
sis” of the contract was lowered, with the
effect that prices on the new contract, when
it was first introduced, tended to be about 2-5
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pence lower (depending on circumstances)’
than they would bave been under the old
coniracts. The quality required for tender
was apparently not lowered, but the system
of allowances on tenders was so changed that
the quoted prices tended to reflect the price
of the average quality of wheat actually ten-
dered rather than to be that price plus an
allowance for inferiority below the “highest
quality.”

Changes in the Liverpool futures contract
after 1907 were of minor significance. In 1910
Australian wheat was added to the tenderable
varieties, and after the war the maximum al-
lowance for superior quality was increased
from 1d. per cental to 3d. per cental. Each of
these changes increased the potential repre-
sentativeness of the futures price without sig-
nificantly altering the level of the price at the
time. Australian wheat was admitted to ten~
der before need for its inclusion became press-
ing. The increase in maximum allowance for
superiority to 3d. per cental did not represent
a depreciation in the basis of the contract, but
constituted an adaptation to the newly de-
veloped prevalence of wide market differen-
tials according to quality.

Cerfain temporary changes affecting the fu-
tures contract occurred when duties were im-
posed on British wheat imports in 1902 and
1932 and removed in 1903 and 1938. On im-
position of a duty, contracts made earlier be-
came subject to payment by the buyer of the
amount of the duty in addition to the contract
price. On removal of a duty, contracts made
earlier became subject to deduction of the
amount of the duty from the contract price.
Following such changes, prices on “new
terms"” contracts, not subject to addition to
or deduction from the contract price, better
represented actual prices than did the quota-
tions on “old terms” contracts.

ReLATION OF FUTURES To OTHER REPRE-
SENTATIVE PRICES

Of the several price series which may lay
claim to consideration as in high degree repre-
sentative of British prices on imported wheat,
none is clearly ideal. Each is subject to cer-
tain peculiarities noted above. The extent to
which these peculiarities affect each of the
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several series may be inferred from compari-
sons among them. It may be taken for granted
that prices of futures are superior to other
prices as indicators of price change over short
periods. For present purposes we conceri
curselves only with such comparisons as may
be made between the several series on a
monthly basis.* Indeed the text of the present
study, although designed primarily to provide
a basis for interpretation of the weekly record
of Liverpool futures prices presenfed in ac-
companying tables and charts, includes no
specific discussion of the weekly data.,

For such comparisons, three representative
price series are shown in Charts 1 and 2, in
terms of monthily averages through the years
from 1887 to 1938. The series shown are the
average customs price on all wheat imported
into the United Kingdom, Broomhali's series
for spot prices of “good red wheat,” and
prices of the near future at Liverpool.* To
indicate the extent of the discontinuity in-
volved in shifting from one future to another,
price curves for successive futures are over-
lapped two months wherever possible, Usu-
ally the last average shown for a future is for
the delivery month, but not infrequently quo-
tations have ceased several days before the
end of the month and the last average shown
is for the month before expiration of the fu-
ture. All the prices are plotted in terms of
shillings per cental. Inset scales have been
added in Chart 1, however, on which the
prices may be read in cents per bushel at
times when the dollar-sterling exchange rate

1 For comparisons of weekly average prices of fu-
tures with weekly parcels prices, August 1922—June
1928, see M. K, Bennett, op. cit, p. 204. In some later
years the parcels-price series has been more erratic in
week-to-week movements than during 1922-1928, and
at times its level seems to have been more affected by
peculiarities of weighting than in this earlier period.
It has nevertheless remained a very useful price serfes,
being never so far removed from a spot price as the
nearest future sometimes ia, and not dependent on the
uncertainties of personal judgment involved in select-
ing presumably representative spot prices.

2 Until 1897 futures were quoted for delivery in each
month of the year, but we show in Chart 1 and in the
appendix tables only prices for the five deliveries now
customarily traded, and we treat the nearest one of
these five as the “near” future.

8 At the former par of exchange ($4.8665 per pound
sterling), 1 shilling per centel is equivalent to 244
cents per 100 pounds or 14.60 cents per bushel.
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was close to par.! For the purpose of reading
from the chart these scales may be regarded
as accurate except after August 1919. Such
scales are not included on Chart 2, since their
use would give measurably inaccurate results,
and sometimes grossly inaccurate results, in
1920-1924 and during most of the time since
August 1931,

The British parcels prices, which have been
compiled only from 1921, are not here shown
becanse addition of a fourth series would un-
duly confuse the chart, and the advantage to
be gained for present purposes does not war-
rant inclusion of an additional chart for the
postwar period. From the standpoint of com-
parisons of level, the customs price is more
reliably representative of the average price of
British imported wheat, if due allowance be
made for its tendency to lag.

Inevitable disparities. — Some disparities
between prices of even the near future and
prices of spot wheat are inherent in the na-
ture of the futures price. In January the near
future at Liverpool is that for March, two
months distant. When supplies are pressing,
the spot price of the cheapest tenderable
wheat in January may be a few pence per
cental under the price of the March future.
Similar discounts of spot wheat under the
near future may appear in any month of the
year other than a delivery month. When
supplies of spot wheat are scarce, the price of
the cheapest tenderable spot wheat in January
may be several pence per cental over the price
of the March future. Large premiums of spot
wheat over the near future are rarely observed
except with reference to either the March or
the October (or September) future.

The spot price series (“good red wheat”)
shown in Charts 1 and 2 represents a wheat
other than that contemplated for delivery
too often to make it entirely satisfactory as a
basis for detailed discussion of relations be-
tween spot and futures prices at Liverpool,
and we attempt no such detailed discussion
here. Nevertheless the spot price series, and
the spreads between successive futures where
they overlap, together give a usuaily reliable
indication of the extent to which disparities
between the futures and the other two price
series may be attributed to characteristics
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associated with the “futurity” of the futures
price. In August and September 1926, for
example (Chart 2), it is clear enough that the
price of the October future was below the spot
price owing to expectation of easing of the

WHEAT FUTURES PRICES AND TRADING AT LIVERPOOL SINCE 1886

this instance the price of “good red wheat”
seems an unsatisfactory basis of comparison,
for it was several pence per cental above the
price of the 1926 December future in the
delivery month. In the succeeding discussion

CHART 1.—LiverrooL NEAR FuTuRes, “Goop ReEp WHEAT” (SrorT), AND BRiTisH CusTOoMS PRICES,
MoNTHLY, 1887-1919*
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Prices of “good red wheat” from Broomhall’s Corn Trade Yearbook, 1904, 1921, and
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¢ An Inset scale has been added, reading in cents per bushel. This scale is accurate only for periods when the dollar-
sterling exchange rate was at par, but for the purposes of read ing from the chart it may be regarded as accurate except after

August 1918.

supply situation by October. The price of
“good red wheat” seems a fair representation
of the spot price properly to be related to
the future in these months. In January and
February 1927 also, it seems clear that the
price of the March future reflected an antici-
pated easing of the supply position. But in

of disparities between the prices of futures
and of the other price series, attention is de-
voted only to disparities other than those at-
tributable to the futurity of the futures prices.

The element of futurity in futures prices at
Liverpool is not often a source of large price
disparities. Only rarely are the price differ-
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ences between successive futures as large as
the differences that often occur between the
customs price and the price of “good red
wheat,” or between the price of a future in a
delivery month and the concurrent spot price
of “good red wheat.” Commonly, the price
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ford a satisfactorily representative price, then
the price of the near future is usually a quite
acceptable substitute in the absence of such
an ideal spot price.

Persistent disparities in level.—During two
periods the basis of futures prices has been

CuART 2.—LivERroor NEAR Furunges, “Goop RED WHEAT” (Sror), AND BriTisE CusTOoMS PRICES,

MoNTHLY, 1920-1938%
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Table IV), whereas Table I glves the March future oniy on the duty-free basls.

of the near future at Liverpool has been
within one or two pence per cental of a cor-
responding spot price. The inevitable margin
of error in any attempt to arrive at a broadly
representative price of British imported wheat
is much larger than this. If it be accepted that
the spot price of wheat contemplated for ten-
der on the future (with adjustment for any al-
lowance to buyer or seller on tender) would af-

such that they tended to be above a repre-
sentative level. When Californian wheat was
the basis of the Liverpool future (1887-1891
in Chart 1) the price of the near future was
generally above the average price for all im-
ported wheat, sometimes by as much as 1s.
per cental (14.6 cents per bushel) but more
commonly by only about half that amount.
During about half of this period, Broomhall’s
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series for spot prices of “good red wheat” was
at about the same level as the futures.*

From August 1903 to April 1907 the prices
of the futures were above a representative
level because their nominal basis was a supe-
rior quality of wheat (Grade A). Effectively,
the price of the future during this period was
the price of a lower grade plus a fixed differ-
ence. The effect was to maintain the price of
the future at roughly 3-4d. per cental (about
3.6-4.8 cents per bushel) above what may be
regarded as a representative level. The price of
“good red wheat” appears to have been fairly
representative during most of this period. The
disparity between that series and the customs
price in 190405 will be discussed below.

Both the futures and the spot prices de-
parted significantly from the customs price
at times during 1893-1896 and 1899. Differ-
ences apparently not attributable merely to
lag in the customs prices occasionally reached
3-4d. per cental (roughly, 4 cents per bushel).
Differences only occasionally and temporarily
reaching this amount as a maximum are un-
important from the standpoint of appraising
the level of wheat prices; but at times—no-
tably in 1899—they result in significant dif-
ferences in the indicated course of prices.
They seem to arise primarily from the facts
that during these years only North American
wheat grown east of the Rockies was tender-
able on the future, and that the quality of the
wheat tenderable was not well standardized.

After introduction of the graded wheat fu-
ture in 1903, and especially after revision of
the graded wheat contract in 1907 (discussed
in Section IIT below), the price of the Liver-
pool future became more uniformly repre-
sentative of prices of British imported wheat.
In the summer of 1904, however, a peculiar
situation developed. Prices of most wheats
advanced under the influence of crop damage
in the United States, but prices of Indian
wheat remained low. During August-Octo-
ber 1904 nearly one-third of British imports
were of Indian wheat. The price of “good red
wheat” seems representative of prices of

1 The Broomball serfes is described as representing
“No. 2 American Spring” wheat during 1387 and 1888,
and “American Winter” during 1889-1891. Corn Trade
Year Book, 1904,
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wheat other than Indian during the latter half
of 1904, but the customs price, heavily
weighted by cheap Indian wheat, was con-
siderably lower. Significant price disparities
again appeared in the latter half of 1909, most
clearly evident in September when the price
of the expiring future averaged more than
13d. per cental under that of “good red
wheat.” The price of the future at this time
was based on United States hard winter wheat
while the “good red wheat” price appears to
represent either soft red winter or Argentine
wheat, currently much higher in price. By
comparison with the customs price, with al-
lowance for its tendency to lag, the futures
price appears reasonably representative.

During postwar years, the recorded price
of “good red wheat” has on several occasions
been 4-6d. per cental or more above the price
of the future in a delivery month. Such dis-
parities may often be explained in consider-
able part by the fact that the spot price ap-
plies to a quality of wheat {enderable on the
future at a premium of as much as 3d. per
cental,

Disparities between the customs price and
prices of futures that lead to questioning the
representativeness of the future appear chiefly
since 1930, and usually with the customs price
above the futures. When Canadian wheats
command large premiums over other wheats,
the weighted average price of all imported
wheat tends to be ahove the price of other
representative milling wheats. In such in-
stances each price has special merits. The fu-
tures price tends to be representative in the
modal sense; the customs price, in the sense
that an arithmetic mean is representative.

INFLUENCE IN PRrICE DETERMINATION

The position of the United Kingdom in the
world wheat trade and the intimate connec-
tion of Liverpool futures prices with the
world-wide influences that center in the Brit-
ish wheat market give the Liverpool futures
market a unique importance. As an indicator
of the price significance of developments in
the world wheat situation, Liverpool ranks
ahead of any other futures market. Futures
markets, however, serve not only to reflect in-
fluences originating outside them, but also to
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provide a means by which traders, through
their buying and selling, influence prices there
and elsewhere.

The distinction between these two functions
of a futures market is an elusive one, difficult
to express clearly; but the existence of such a
distinction is apparent if one compares two
such futures markets as the Chicago Board
of Trade and the Chicago Open Board. Prices
on the Open Board reflect essentially the same
influences as those on the "Big Board”—the
prices are substantially identical. But as an
influence in the determination of wheat
prices, the Chicago Open Board is relatively
unimportant. In the following paragraphs
we shift our attention from matters relating
to the significance of Liverpool futures prices
as an index of world wheat prices to matters
relating to the significance of the Liverpool
futures market as an active agency in the de-
termination of world wheat prices.

In terms of volume of trading, the Liver-
pool wheat futures market ranks relatively
low, In 1930 the volume at Liverpool and at
the several North American markets com-
pared as follows, in million bushels and in
percentages of the volume at Liverpool::

Million Percent-

bushela age
Chicago .......... 12,449 1,897
Winnipeg ........ . 1,050
Minneapolis ...... 890 136
Kansas City ...... 693 106
Liverpool ........ 656 100
Duluth ........... 272 41

Comparison of the volume of trading at
Liverpool with that at Chicago year by year
since the war reveals some interesting tend-
encies that do not appear clearly in the Liver-
pool statistics by themselves. These appear
to advantage when total annual sales of Liv-
erpool wheat futures are expressed as per-
centages of the annual totals for Chicago, as
follows

Year Percentnge Year Percentage
1922 .. ... . 1.6 1930 ...... 5.3
1923 ...... 1.8 1931 ...... 6.6
1924 ...... 2.8 1932 ...... 4.2
1825 ...... 2.4 1938 ...... 3.6
1926 ...... 2.6 1934 ...... 9.3
1927 ...... 3.8 1936 ...... 8.9
1928 ...... 4.3 1936 ...... 6.9
1929 ., . 4.4 1937 ...... 5.2
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Between 1922 and 1928 the volume of trad-
ing at Liverpool increased with striking uni-
formity from only 1.6 per cent of that at Chi-
cago to 4.3 per cent. Since then it has varied
between 3.6 per cent and 9.3 per cent, but in
such a way as to suggest that perhaps there
has been a definite tendency for the volume of
trading at Liverpool to be about 45 per cent
of that at Chicago. The volume at Liverpool
bas risen markedly above b per cent of that
at Chicago only in years in which Chicago
prices were far out of line with international
markets (1931 and 1934-36). Under such
circumstances, wheat in international trade
that ordinarily might be hedged in Chicago
tends instead fo be hedged in Liverpool.?

Comparisons of volume of trading tend to
make the Liverpool futures market appear

1 Data, for Liverpool, from Corn Trade News, Jan. 3,
1934, p. 3; for United States markets, from Wheat
Futures (U.S. Department of Agriculture Statistical
Bulletin No. 54), January 1937, p. 13; for Winnipeg,
from Report of the Commission to Enquire into Trad-
ing in Grain Fntures (Ottawa, 1931), p. 49.

For Winnipeg the available data cover the period
May 1, 1929—March 31, 1931, during which the volume
of trading at Winnipeg was 13,647 million bushels, at
Liverpool, 1,299 million bushels. The percentage shown
above for Winnipeg is based on these figures.

* No precise record is kept of the volume of trading
at Liverpool, but the Corn Trade News publishes daily
an estimate of the volume of transactions. From time
to time, tables of monthly and of annual volume of
trading are published, based on these estimates. For
postwar years the annual totals (from the Corn Trade
Neips, Jan. §, 1934 and Jan, 6, 1937) are as follows, in
thousand ‘480-113. quarters (loads):

Year Loads Year Loads Year Loads Year Loads
1921.. 5,760 1925, .53,080 1928, .86,390 1933, .46,850
1922, ,22,355 1926, ,42,760 1930..82,050 1934. .87,480
1923..19,180 1927, 42,945 1931..57,290 1935..78,855
1924, .81,580 1928, .47,920 1932..42,550  1936..63,080

For 1937 we obtain a total of 70,700 thousand quarters
by summation of the daily estimates as published in
the London Grain, Seed and Oil Reporter.

Corresponding data for prewar years appear on
p- 144 below,

3 Chicago has two advantages which tend to attract
hedging business that on other grounds might be ex-
pected to go to Liverpool: (1) a greater volame of
business, which permits large hedging orders to be
placed with less likelihood that they will adversely
influence the price; and (2) a lower hrokerage rate.
At Liverpool hrokerage charges are %d. per cental for
nonmembers and ¥ d. for members (when the broker
handles the transaction as for a nonmember), equiva-
lent to about .6 and .3 cents per bushel respectively.
At Chicago the corresponding rates are % and % cents
per bushel—slightly less than half of the Liverpool
rates,
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less important than it is in fact, especially by
comparison with Chicago and Winnipeg,
where there is so much more in-and-out trad-
ing (see pp. 139—40). From the standpoint of
influence in price determination, the relative
importance of different futures markets is
better indicated by the volume of open com-
mitments in wheat futures.® Statistics of open
contracts at Liverpool are not regularly pub-
lished, but a special compilation prepared by
the Liverpool Corn Trade Association from
records of the clearinghouse permits us to
give statistics that are representative of the
course and level of open contracts at Liverpool
during 1931-1937, The data, given in the
tabulation on the opposite page, show the
volume of open contracts (between members)
registered with the clearinghouse, in each
delivery month and in total, daily through
one week at about the middle of May and of
November of each year.

In comparisons of these statistics of open
contracts at Liverpool with statistics for mar-
kets in the United States, a large allowance

1 Perhaps the influence of a futures market in price
determination would be reflected most accurately by
the net volume of hedges carried by speculators in the
market. The Commedity Exchange Administration
publishes data on open contracts of large-scale hedgers
at Chicago which might he used tc advantage for such
a comparison, but no corresponding figures are avail-
able for Liverpool.

2 The terms “open contracts” and “open commit-
ments” are often used synonymously. ‘A technical dis-
tinction may be made between the commitment of a
client who places an order with a broker and the con~
tract which the broker makes, as a member of the ex-
change, in carrying out the instructions of his client.
In these paragraphs we use the term “commitment”
to cover the obligations of individuals acting for their
own account, whether through hrokers or directly as
members, and employ the term “contract” only in the
narrower sense of contracts between members of the
exchange, whether made for their own accounts or for
clients,

3 The fact that open commitments at Minneapolis,
as shown here, averaged one-fourth less than open
contracts at Kansas City whereas volume of trading at
Minneapolis, as shown in an earlier tabulation, aver-
aged over one-fourth larger than volume of trading at
Kansas City, Is attributable almost wholly to differ-
ences in the years for which the comparisons are made.
With sharply decreased supplies of wheat in the North-
west, both volume of trading and open commitments
at Minneapolis since 1930 have averaged about three-
fourths of the corresponding figures for Kansas City,
whereas in 1930 and earlier years they were 30-70
per cent larger than for Kansas City.
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must be made for a difference in basis of the
statistics, to be discussed more fully below.
The records for markets in the United States
are mainly on a basis of open commitments?
of individual traders. Data for Liverpool on
the same basis might show open commitments
about twice as large as the volume of con-
tracts open on the records of the clearing-
house.

Comparison of Liverpool open contracts on
about the 15th of May and November of each
year, as shown by the available statistics, with
the average daily open commitments reported
at Chicago for the same months shows the
following percentages of Liverpool to Chi-
cago:

Year May Nov, Average®
1931 ....... 12.5 11.3 11.8
1932 ....... 9.8 4.1 6.6
1933 ....... 8.5 8.4 8.5
1934 ....... 28.7 21.2 23.4
1935 ....... 33.5 11.1 19.1
1936 ....... 13.4 12.9 13.1
1937 ....... 17.7 12. 15.0

* Weighted average, obtained by combining the
fotals for May and November angd calculating their
ratlo.

The volume of recorded open contracts at
Liverpool has tended to be comparatively
large relative to the volume of open commit-
ments at Chicago in the same years that the
volume of trading at Liverpool was compara-
tively large (as shown by the second tabula-
tion on p. 131). The relations representative of
normal circumstances during recent years are
perhaps best represented by averages for the
three years, 1931-1933. During these years
the volume of trading at Liverpool averaged

‘4.8 per cent of that at Chicago while the open

contracts recorded for Liverpool averaged 9.0
per cent of those for Chicago. Including Min-
neapolis and Kansas City in the comparison,
and taking Liverpool as the base for percent-
ages, the average. volume of open contracts
during 1931-33 compare as follows:?

Milion Percent-

bushels age
Chicago .......... 386.9 1,140
Minneapolis ...... 55.8 164
Kansas City ...... 73.6 217
Liverpool ........ 34.0 100
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An attempt to draw valid conclusions from conclusions, however, may be stated briefly:
the foregoing percentage relations, based on In terms of volume of open contracts in those
data that are not all directly comparable, re- years of the last decade in which exceptional

OpeN CoNTRACTS IN LivERPOOL WHEAT FUTURES*
{Thousand guarters)

Mar. May July Oct. Dec, Total . Mar. May July Oct. Dec. Total
1881 1934
Mayll......| ... | 340 | 96| 384 ... |1.,420[Nov.19...... 149 715 | ... ... [1.201] 3,505
2..c0.| ... | 830 | 700| 4do07| ... |1,438 20...... 1,499 | 717 | ... ... |1,280 3,496
B .. | 831 | 70| 48] ... |1.469 2...... 1,504 720 | ...| ...|1,2753,499
14......| ... | s33 | 711] 436| ... [1.480 2...... 1,805 738 | ...| ...|1.212|3.55
Burnens . | 308 | 696{ 471 ... [1.475 2...... 1555 739 | ...| ...|1,248]3.542
16...... w. | 218 | 683| 02| ... |1.463 AU...... 1,579 799 | ...| ...|1,239 8,587
Nov.16...... 747 | 486 | ...{ ...| 565 |1.798 1835
May13...... weo | 93 |1,420|1,038 | 441|2,992
7., 758 | 401 1 ... ... f 582 ig?; ..., | 78 | 1,464 1,084 455 3.061
18...... 9 1 519 ) .| 8851, T ol 36 |1.456| 1,060 | 454 | 3.006
19...... 73 | 53 | ..} ... 578 11,884 1...... ol 27 1,450 1,046 | 456 | 2,979
2......[ 769 | 858 | ...| ...| 578 (1,902 T 20 | 3t {1.445|1.030| 463 2,969
ZA......[ 800 § 568 | ...| ...| 522 [1.890 18...... | 24 {1,418[1,048| 474 | 2,964
1082
May17...... 2 | 770| B41| 27 {1,967
T o5 | 75| 57| a1 |1.gs|NOV 3o ey Il IR I B i
19..... 2% | 775| 47| 31 [1,879 90, 1 bl s I IR I B
0...... 22 | 748 s549| 31 [1.350 ol see| 3 | Dbl g4 |d7s
2....| e ] 2|82 M7 31 1832 2.....| 9| a0 ...0 ...| B560|1.819
Nov.l4...... 509 | ... | oo ...| 285 | 794 Booeuis 893, 408 | ...; ...| G63(1,864
5......} 56 | ... | ...| ...| 282 | 788 108
16......| 504 eee | 281 785 | May1l...... ... | 808 481 500 e 11,289
7.0 524 | ... | ...] ...| 280 | B4 2...... .| 26 1 488| so1| ...|1,263
18...... 521 | 29 814 ...| 267 | 848 18...... o i 208 | 4r9| 07| ...|1.259
19...... 92 | 42 49 ...| 267 | 850 M...... wo{ 283 | 489 502| ... [1,274
ans _ Bueenn. ol 2T | oasr| a98| ... |1.262
May15...... . | 68| 5aa| so7| 78 {1,586 16...... e 26 S0 541 ... 1339
18......] ... 49 | 5311 900} 75 |1,555 i Nov.18...... 830 | 127 wo| ... | 608)1,625
17...... 4 528| 898 78 (1,48 17...... 906 { 126 wee ! o| 587|1,619
18...... 44 5321 907| WM | 1.577 18...... 914 | 122 .| ...} 583]|1,619
1900 oe 33 | 31| 935( 96 | 1,505 19......1 936| 142 wo| | 607]1.685
20......| .. 83 | 525 93| 98 |1.591 20...... 945 | 152 el e 8171714
Nov.I8...... Ezg % ;:g H?g 129137 939 | 151 | ...| ...| ealim
......| 49 .
1......] 487 | 240 | ...} ...| 752 [1.470[MEYI0.....0f ... igz 1,377 &35 v 2094
16......| 484 | 251 | ... ...| 742 | 1,477 3 SR LY 31 1,380 [ B43| ...)2,104
Vooob 57 |20t | o] o] 781 |1.459 18...... 173 1-34?; 553 2,028
18......0 455 | 280 | ... ...| 781 [1.466 Moo oen | 1911 580 ... |2,005
1094 Nowv.15...... 656 | 435 ase sen 586 | 1.677
May H4... ... o | 77 1,219 1,265 | 527 [s.088 16......] e61{450 | ...| ...| B8sl1.703
15...... 89 11,197 1,263 | 547 |3.046 17......| es{ a0 | ...| ...| &34|1.619
16......] .. 8 [1,200]1,255| 561 |8.024 18...... 671 487 | ...| ...| 545|1.708
7| oo 8 |1.206|1,258 | 563 |3.036 19......] e8{s7] ... ...| 548|173
8......0 ... 8 |1,165|1,250| 570 | 2,993 2...... 646| 515 | ...| ...| 550(1.711

* Data eapeclally complled by Liverpool Corn Trade Azsociation from c¢learinghouse records of contracts registered.
Dates apparently are those of registration; therefore contracts shown are those in force at the end of the previous busi-
ness day.

s “New™ March future, duty paid by sellers.

quires consideration of several rather tech- circumstances have been least important, the
nical problems. Additional complexities are Liverpool futures market has perhaps ranked
encountered in undertaking to bring data for about on a par with Minneapolis and Kansas
Winnipeg into the comparison. The main City. Chicago has had a volume of open con-
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tracts perhaps five times as large as that at
Liverpool, and Winnipeg a volume perhaps
four times as large.

In interpreting these estimates as rough
indications of relative influence of the several
futures markets in the determination of world
wheat prices, certain qualifications must be
borne in mind: (1) the comparison, strictly,
is not one of importance of markets, but of
importance of the bodies of traders making
use of the respective markets; (2) the com-
parison concerns only the influence of traders
through their holdings of futures contracts;
and (3) when a country is neither exporting
nor importing substantial quantities of wheat,
markets in that country may have little power
to affect prices elsewhere.

The statistics of open contracts at Liverpool,
as noted above, cover only the contracts open be-
tween members. They do not necessarily include
all of those (see p. 141). The coniracts open in
any one option for a broker member, however,

tend to represent only the net position of his

clients in that option. For example, if his books
show open long commitments by clients aggregat-
ing 100 loads in the March option, and open short
commitments by clients aggregating 60 loads in
the same option, the broker may appear on the
records of the clearinghouse only as long 40 loads
in the March option. Instances occur in which a
broker who has a net long position in one option
will appear as having open short contracts also
in that option, but in general the records of the
clearinghouse tend to show only the net position
of a broker in any one option.t

The statistics of open commitments at futures
markets in the United States, on the other hand,
include for most brokers the total open commit-
ments of clients, rather than merely the net open
commitments with each broker in any one option.
Clearing members in exchanges in the United
States report to the Commodity Exchange Admin-
istration the open commitments in all accounts
carried with them. Among these accounts are
some for non-clearing brokers, and each of these
shows only the net position of the clients of the
non-clearing brokerage firm. But the amount of
business done by these non-clearing brokers is
relatively small, Thus the statistics of open com-
mitments at United States markets come much
closer to recording the total of all open commit-
ments of individual traders than do the available
statistics for Liverpool. We have suggested abave
that if statistics of open commitments at Liver-
pool were available on the same basis as those for
markets in the United States they might be about
twice as large as the statistics we have., Making
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such an allowance, we judge that, under normal
conditions since about 1927, the volume of open
commitments of individual traders at Liverpool
may have been about equal to the volume at Min.
neapolis or Kansas City, and about one-fifth of
the volume at Chicago.

For comparisons with Winnipeg four figures
are available—one on about the same basis as the
Liverpool statistics, the others on about the same
basis as the statistics for markets in the United
States. From May 1929 through March 1931, cpen
contracts recorded with the clearinghouse at Win-
nipeg averaged 53.4 million bushels.?2 Average
open contracts at Liverpool during the same pe-
riod inay be estimated at about 19.5 million bush-
els,8 or about 37 per cent of the open contracts at
Winnipeg.

For three later dates, statistics of open commit-
ments at Winnipeg are available on a basis com-
parable with those at Chicago, as follows:s

. Date Bushels

October 1,1934............ 279,007,000
June 14, 1935.............. 184,166,000
December 2, 1935.......... 184,591,000

At the most nearly corresponding dates, the re-
corded open contracts at Liverpool were 7.6-13

t The statistics of open contracts which we give
herewith are the number of “strings” registered with
the clearinghcuse (see discussion in the next section
of the method of clearing). Each string is composed
of a series of contracts for one load each. Only the
contracts at the ends of a string are regarded as open.
Under the conditions assumed above, supposing the
purchases of 100 loads made for clients and the sales
of 60 loads all to have been registered with the clear-
inghouse, the broker would appear as “first buyer” on
40 strings and as an intermediary (having both bought
and sold) in 60 positicns on these and other strings,
If on registering sales of 5 loads, however, he had
omitted to instruct that they be entered on strings,
he might appear as first buyer on 46 strings and as
first seller on 5 strings. In this evemt, the clearing-
house record would show somewhat more than the net
position of the broker's clients.

2 See p. 139, footnote 2,

2In May and November of the years 1931-37,
monthly trading at Liverpool averaged 2.9 times the

"volume of open contracts. From May 1929 through

March 1931 trading at Liverpool averaged 56.5 million
bushels monthly. Dividing 56.56 by 2.9, we obtain the
above estimate,

¢ Data from Secretary of the Winnipeg Grain Ex-
change, compiled for the Turgeon Commission. It is
noteworthy that these flgures average four times as
large as the average of contracts recorded at the clear-
inghouse from May 1929 through March 1931. Statis-
tics of open contracts at Winnipeg on comparable bases
would undoubtedly show an increase between this
earlier period and the later dates, but we infer that
for Winnipeg individual open commitments tend to
average at least twice as much as open contracts re-
corded with the clearinghouse.
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per cent of these figures. If the volume of in-
dividual open commitments at Liverpool was
double the volume of contracts open at the clear-
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inghouse, the Liverpool open commitments were
about 15-26 per cent of the above figures for
‘Winnipeg.

II. OPERATION OF THE FUTURES MARKET

From the standpoint of interpretation of
prices, three classes of circumstances asso-
ciated with transactions in futures are of par-
ticular interest: (1) regulations and customs
governing trading and registration of prices;
{2) regulations and customs determining the
nature of the contract; and (3) the classes of
traders present or represented on the market,
These are the principal subjects of the pres-
ent section. Some additional technical details
associated with the registration and clearing
of contracts are of sufficient interest to war-
rant inclusion also.

FuTures TRADING AND QUOTATIONS

A definition of futures trading must be
sharply drawn to apply without ambiguity in
the British grain trade. Most of the wheat
imported into the United Kingdom is pur-
chased on contracts which call for delivery at
a time considerably after the date of making
of the contract. Two types of such contracts,?
which are technically not futures, are never-
theless used to some extent for speculation
and hedging and are subject to registration
and clearing through the clearinghouse of the
Liverpool Corn Trade Asscciation under regu-
lations similar to and in part identical with
those applying to “contracts for future de-
livery.” Futures contracts are distinguished
under the rule:

- “Goods sold for future delivery” means wheat
or maize sold under a Contract which is subject
to registration at the Clearing House and to calls
for margins and is for delivery within one speci-
fled month, wheat to be tendered in store ap-

proved by the Association and maize to be ten-
dered either in store or ex quay.?

In this definition, the provision that the con-
tract be subject to registration at the clearing-

1C. F. & L. or “parcels” contracts and “shipment
and delivery” contracts, The “S. and D.” contracts ex-
tensively used hefore the war, but much less since,
ar]: restricted to use in connection with East Indian
wheat. '

*Bye-Laws of the Liverpool Corn Trade Associa-
tion, Limited, 1928, p, 1.

house serves to include in the definition cer-
tain regulations stated elsewhere, notably the
requirement that the delivery month specified
shall be one approved by the clearinghouse
committee. The critical distinguishing fea-
tures of the definition are that delivery be
called for within one specified month and, as
regards wheat, in approved storage. )

Trading in wheat futures is characterized
by the openness of the transactions. In all
other divisions of the trade, transactions are
to a large extent private, and available quo-
tations may be slightly out of line with prices
at which much of the business is being done.

Trading in futures is rigidly limited to spec-
ified hours and regular business days, where-
as other business is not so restricted. Prices
on futures transactions are recorded on a
board in the exchange room at the opening of
the trading session, and on each subsequent
reported transaction which is at a price dif-
ferent from that last recorded.

The hours of trading are now generally
10:30 a.M. to 4:15 p.M. except on Saturdays
and occasionally on other days preceding holi-
days, when trading terminates at 12:15 p.M.
The closing hour is partially determined by
the advantage of giving opportunity for trad-
ing after the opening of North American fu-
tures markets, at 3:30 p.m. Liverpool time.
When use of “daylight-saving” time begins in
the United States before it does in Liverpool,
or ends later, the opening of North American
futures markets occurs for a week or two at
4:30 p.M. Liverpool time. Hours of trading at
Liverpool are then extended usually until
4:45 p.M.

Quotations are in shillings and pence per
cental (100 pounds). The smallest fraction
that may be used in designating the price is
one-eighth of a penny per cental. Arrange-
ments are made for transmitting prices by
wire to other markets, and the full list of re-
corded prices is regularly published in Broom-
hall’s Corn Trade News. Trading is in units
of 4,800 centals, equal to 1,000 quarters or
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8,000 bushels. This unit is commonly termed
a “load” and is identical with the conventional
“hoatload” as that term is used on the Atlantic
Coast of North America.?

THE FuruvREs CONTRACT

The meaning of a futures price is dependent
upon provisions of the futures contract that
determine what quality and description of
wheat will be delivered on it, if tender is made,
and the circumstances of tender, These fea-
tures are determined by rules and regulations
of the exchange and by customs which serve
to interpret and supplement the formal regula-
tions. The contract form used at Liverpool,
unlike those in use in wheat markets in the
United States, specifies the terms of the con-
tract in considerable detail. A reproduction of
the coniract form appears on p. 152,

The only wheats tenderable on Liverpool
futures contracts are red wheats (hard or
soft, winter or spring) from the United States
and Canada, Argentine wheats, and Australian

1 See V. D. Wickizer, “Shipping and Freight Rates in
the Overseas Grain Trade,” Waear Stupies, October
1938, XV, 82. Note, however, that the statement there
that “orders from foreign buyers usually specify the
cquantity of grain in multiples of 1,000 tons . ... "
should read “1,000 quarters,” continuing & statement
begun in the preceding sentence.

2 Weights per bushel as determined at Liverpool are
not directly comparable with weight requirements for
American grades, The imperial bushel is a measure of
capacity 3.22 per cent larger than the Winchester
bushel, which is in use in the United States. Further-
more, determination of the natural or test weight is
by different methods. The Boerner weighing appara-
tus, which is official for use in the United States, gives
weights about 2 lbs. per bushel higher than those ob-
tained on the McGuirk apparatus, used at Liverpool.
Canada uses the Boerner weighing apparatus, but it
uses the imperial bushel, The result is that wheat
showing a test weight of 60 lbs. per bushel according
to Liverpool standards would be credited in Canada
with a weight of about 58 lbs. per bushel, and in the
United States, with a weight of only about 56 lbs.
(See E, A. Fisher and C. R. Jones, The Wheats of Comn-
merce, National Joint Industrial Council for the Flour
Milling Industry, Technical Education Series Pam-
phlet No. 10, August 1937, pp. 68, 76; and S, J. Duly,
Grain, London, 1828, p. 60.)

These differences have no bearing on comparisons
of price quotations or of recorded quantities expressed
in bushels, since trade in wheat is conducted in terms
of a conventional bushel defined as 60 lbs. of wheat.
A quarter, as used in the wheat trade, is similarly not
a unit of volume but of weight, the quarter, as defined
in connection with the British import trade, being
480 lbs,
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wheats. The most important requirements as
to quality are that the wheat tendered shall
be “in fair merchantable condition” and suit-
able for “general milling purposes.” This last
proviso serves, for example, to exclude durum
wheat. ‘“Basis weights” per bushel are speci-
fied for the various wheats, and tenders are
limited to wheats weighing not more than 1
pound per imperial bushel less than the
basis;2but in general the grading requirements
are not speciﬁc and detailed. Grading is de-
pendent in large part on the ]udgment of the
grading committee.

Wheats judged by the grading committee to
be better or poorer than the accepted standard,
within certain limits, may be passed for tender
subject to a price allowance to either buyer or
seiler, determined by the committee’s judg-
ment of the value of the wheat. The mazimum
premium (allowance to the seller) permitted
is 3 pence per cental, while wheat judged to
deserve a discount of more than 1 penny per
cental may not be passed for tender. Within
the range from a discount of 1 penny per
cental to a premium of 3 pence, allowances
may vary only in steps of ¥z penny per cental.
It is not considered feasible to judge quality
more closely than to the nearest half-penny
per cental.

The absence of detailed spec:ﬁcat:ons as a
basis for grading makes especially important
a high order of competence on the part of the
graders, and provisions for continunity of grad-
ing practice and avoidance of favoritism. The
responsibilities of grading are not delegated
to employees, but are assumed by the members
of the Corn Trade Association themselves.
Members of the grading committee, fifteen in
number, are elected by the Directors of the
Association, serve for eighteen months, and
retire by rotation, five every six months. The
actual grading is done by subcommittees of
five, no one of whom may have an interest in
the grain to be graded,

There is no public regulation of grading at
Liverpool such as is general in North America.
Public regulation tends to arise from existence
of a large group having substantial interest in
grading practices, but lacking representation
in the administration of private grading. Sus-
picion may then arise that privately adminis-
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tered grading is manipulated contrary to the
interests of such a group. Such suspicion has
not always lacked foundation. But, at Liver-
pool, all groups in the United Kingdom with
a substantial interest in grading practices are
represented in the Corn Trade Association.

Since the provisions for allowances are not
associated with rigidly defined characteristics
of the wheat, the allowances may be adjusted
in part to actual market values. Wheats with-
in a considerable range of quality variation
may all be economically tenderable on Liver-
pool futures at a given time. By contrast, the
rigid provisions for determining premiums or
discounts in use in North American markets
usually result there in a very sharp limitation
of the qualities economically tenderable at
any time, and encourage mixing for the pur-
pose of “manufacturing™ liberal supplies of
wheat of minimum tenderable quality. The
Liverpool practice, however, goes only part
way in using market values as a basis for de-
termining allowances on tenders. No. 3 Mani-
toba wheat, for example, may be selling at sub-
stantially higher prices than Australian wheat,
owing to special quality and limited supply,
and yet grade for tender without premium, or
even with an allowance to the buyer. The
basis of the allowance to buyer or to seller is
value for general milling purposes, whereas
market price differentials may rest on value
for a special milling purpose. Similarly Aus-
tralian wheat, when choice soft wheats are
scarce, may sell in the market at premiums
over Argentine wheat much higher than would
be allowed for tender on futures contracts.

Thus it happens that, while wheats eco-
nomically tenderable at any time cover a con-
siderable range as to quality, they are usually
restricted in practice to a particular origin and
type. Under some circumstances tenders will
be chiefly or wholly of Argentine wheat, under
other circumstances they may be wholly of
Australian wheat. When the United States is
on an export basis either American hard win-
ter or American soft winter wheat may be the
only wheat tendered. When Canadian supplies
are uncommonly large the basis of the Liver-
pool future may even be No. 2 or No. 8 Mani-
toba.

To one unfamiliar with the wheat trade and
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the milling industry, such variation in the
class of wheat tendered on futures contracts
may appear to render fufures prices highly
variable or even erratic in their significance.
Only in a superficial sense is this true. In more
fundamental respects, the reverse is the ease.
The basis of the contract is always good wheat,
suitable, both technically and economically,
for general milling purposes. The futures
price tends always to be a price of such wheat.
Prices of a more rigidly defined classification
of wheat may represent always wheat fechni-
cally suitable for general milling purposes,
but the wheat they represent may often be
economically unsuited to general milling pur-
poses, owing to relative scarcity. For mainte-
nance of price comparability, use of a com-
modity is a more reliable criterion than tech-
nical deseription.

Control of manipulation.—An important
characteristic of the Liverpool futures con-
tract is asscciated with rules and practices
that restrict opportunity for manipulation,
The Liverpool wheat futures market has the
reputation of having avoided any important
speculative manipulation of the type of a
“corner” or “squeeze” during its long history.
Its relative freedom from such manipulation -
is a remarkable fact, for the technical circum-
stances under which it operates seem pecu-
liarly favorable to the execution of corners
and squeezes.

Stocks of wheat in the United Kingdom
available for tender on Liverpool futures con-
tracts are never large, by comparison with
stocks which might be drawn on at an impor-
tant North American market, and are ofien
small. Potential supplies, generally available
in large quantities from exporting countries,
cannot be obtained in volume on short notice
to meet an unexpected speculative demand.
Quantities of tenderable wheat in store at
Liverpool and Birkenhead, and therefore
readily available for tender on futures con-
tracts, are often very small.

These circumstances have required vigilance
to forestall or to overcome attempts at corners
and squeezes. Discussions of proposed changes
in the futures contract seem always to have
taken account of the merits of the proposal
from that standpoint. Technical provisions,



138

however, have been relatively unimportant in
the avoidance of corners and squeezes at Liver-
pool. The success of the Liverpool Corn Trade
Association in preventing serious manipula-
tion has rested primarily on the will of the
membership. Substantial unanimity in disap-
proval of such manipulation has deterred indi-
viduals from attempting it and has supported
officials of the Association in blocking such
attempts through their practice in handling
cases of failure to make delivery on futures
contracts.

We are indebted to Mr. F. W. G. Urquhart,
Secretary of the Association, for the following
statement of the practice in handling defaults
in tendering:

There is no rule of the Association that the
Seller must deliver the wheat against his Contract.
There is no rule of Law that he must do so.

In the event of default, the settlement is made
under Rule 6 of Section C of our Bye-laws.!

Now, supposing that the “Futures” Market had
been deliberately run-up, the settlement is made
by the notional re-sale by the Buyer fo the de-
faulting Seller at an *“invoicing-back” price.
Parties themselves may agree on that price, or
they may submit the question to Arbitrators and,

if not satisfied with the Arbitrators’ Award, they

can appeal to the Board of Directors.

The Directors have made it public, from time
to time, that the “invoicing-back” price shall be
the price of actual wheat, and not the fictitious
price (if, indeed, it was a fictitious price) at
which the Market closed at the end of the delivery
month,

This policy is based upon three considerations.
First, the Buyer should not, in Law, receive
more than the damages which he has suffered by
the Seller’s default; second, it would do the Trade
little good if the Market could be manipulated;
and third, it is possible that, if “Corners” and

1This rule reads: “Unless otherwise provided in
the Contract, if a tender has been made in due time,
but the goods tendered are not in accordance with the
Contract, and the period for tenders has expired, the
goods shall be invoiced back at such price as may be
decided by arbitration, not being more than § per cent
in excess of the price of the last business day of the
said period; but in case a Seller for Future Delivery
or for Shipment and Delivery shall make no tender or
shall make default in shipping, declaring shipment,
or delivering in pursuance of the tender, the Contract
shall be closed by invoicing back the goods contracted
for at such price as may be determined by arbitration.
This Rule shall apply whether the price fixed by arbi-
tration is higher or lower than the Contract price. All
claims for special damage by either party shall be

" excluded.,”
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“Squeezes” were tolerated by the Trade, the Gov-
ernment would take action in the interest of Con-
sumers.

TRADERS IN LivErrooL FUTURES

Transactions in futures contracts are ef-
fected at Liverpool, as in other modern futures
markets, entirely by members of the exchange;
but, as in other markets, a large proportion of
the members operate chiefly or wholly as
agents transacting business for non-members.
Purchases and sales originate partly with
members who personally execute trades for
themselves or the firms they represent; partly
with members whose transactions are exe-
cuted by others who serve as brokers; and
partly by nonmembers, who must place their
orders through brokers.

The membership of the Liverpool Corn
Trade Association on March 31, 1938 num-
bered 219 individuals, representing 119 firms
or companies. In addition, 67 brokers or
brokerage firms were associated with the ex-
change as “subscribers.” From the standpoint
of American exchange practice a subscriber-
broker may be described as a sort of associate
member. He may accept orders for transac-
tion on the exchange and turn these over for
execution by a member at the same brokerage
rate as though the subscriber were himself a
member. At Liverpool the term broker is ap-
plied both to an individual or firm doing what
in the United States would be called a broker-
age business and to one doing what here would
be designated as a commission business. Simi-
larly, the term brokerage covers what in the
United States would be distinguished as a
commission, in addition to brokerage in the
special sense,

Traders doing business on the Liverpool
exchange, either directly or through brokers,
include most firms directly engaged in the
international grain trade, British millers, for-
eign grain dealers indirectly involved in the
international grain trade, and speculative
traders in most commercial and financial cen-
ters of the world. The Liverpool exchange, as
the dominant wheat futures market outside
of North America, apparently tends to receive
most of the hedging transactions that do not
naturally seek a more specialized localized
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market. Brokers (commission houses) main-
taining a connection with the Liverpool mar-
ket as subscribers, to handle trades in Liver-
pool futures for their clients, are most numer-
ous in the United Kingdom and in Continental
European countries. Some are located in the
United States, Canada, and Australia, and cne
or two each in Greece, Egypt, India, and Ar-
gentina.

The kedging sales carried by the Liverpool
market are chiefly on wheat afloat for Europe
or in store in the United Kingdom. Stocks
afloat in recent years have varied mostly
within the range 20-50 million bushels. Port
stocks in the United Kingdom, representing at
least a large fraction of wheat supplies in the
hands of merchants and millers, have varied
mostly within the range 8-20 million bushels.
Of wheat stocks in the United Kingdom, a con-
siderable portion is normally held by mills
against forward sales of flour and is therefore
not hedged in the futures market. Some wheat
on passage may be carried unhedged for the
same reason. Hedges on much of the wheat on
passage are carried in North American futures
markets or in Buenos Aires. The total amount
of wheat hedged in Liverpool at any time must
be substantially less than the total of open
futures contracts at Liverpool.

A useful estimate of the volume of hedge
sales carried by the Liverpool market may be
derived from the statistics of open contracts
given earlier. These range, in the available
data, from 785 loads to 3,551 loads, or from
6.3 million to 28.4 million bushels. If the
total of individual open commitments was
about double the volume of open contracts on
the clearinghouse records, and if hedge sales
constituted about three-fourths of the indi-
vidual short commitments (rough estimates
that appear not unreasonable, although made
on slender bases), the total hedge sales would
have been about 50 per cent in excess of the
open contracts on the clearinghouse record.
Estimated on this rough basis, it would appear
that the volume of hedge sales carried in the
Liverpool market during 1931-1937 may have
varied within the range 10~42 million bushels.

Typically, futures contracts which have a
hedger on the selling side have a speculator on
the buying side. Speculators, in general, carry
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the risks which merchants pass on by the de-
vice of hedging. To some extent hedging sales
are absorbed by hedging purchases of other
traders, chiefly millers. At Liverpool the pro-
portion of hedging sales so absorbed may be
considerably larger than is usual in North
American markets. Millers in the British Isles
grind about 20 million bushels of wheat
monthly. Their forward sales of flour may be
covered by hedging purchases in Liverpool
futures in such volume as to offset a substan-
tial fraction of the hedging sales in the market.
Liverpool may thus be relatively less depend-
ent on speculative buyers for the carrying of
hedges than are most other futures markets.

There is very little trading in Liverpool
wheat futures by the public, such as exists in
North America. People of small means and
little knowledge of conditions in commodity
markets are not much given to commodity
speculation in the United Kingdom, while this
class of traders in North America tends to con-
fine itself to trading in domestic markets. The
speculative side of hedging transactions at
Liverpool is carried mainly by traders of sub-
stantial means, reasonably well informed of
market conditions. ‘

Futures contracts at Liverpool are held open
much longer, on the average, than at Chicago
and Winnipeg. During periods of moderate
trading activity, the average life of a futures
contract at either Chicago or Winnipeg seems
to be about 5 days. At Liverpool, on the other
hand, the average life of a futures contract un-
der similar circumstances seems to about 20
days. For the smaller North American mar-
kets, which attract less peculiarly speculative
trading than Chicago and Winnipeg, the aver-
age seems to be 10-15 days.s

i See pp. 132, 134 above.

2 At Chicago the annual volume of trading in the
years 1924-1937 has varied from 62 times the average
daily open commitments (in 1932) to 178 times the
average daily open commitments (in 1925). The av-
erage life of a futures contract, in terms of individual
commitments (approximately) and calendar days, has
therefore ranged in different years from 2.1 days to
5.9 days. During 1931-1937, it averaged 5.1 days.
Statistics for Winnipeg on which a similar caleulation
may be based are available only for the peried May 1,
1929—March 31, 1931 (Report of the Commission fo
Engquire into T'rading in Grain Futures, p. 49). During
this period of 531 trading days or 700 calendar days
the average volume of recorded open contracis was
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Different classes of traders follow markedly
different trading practices. Many hedge sales
are kept open for several weeks or even
months: that is to say, a sale for future de-
livery having been made as a hedge, it may be
several weeks or months before the hedge is
removed by an offsetting purchase for future
delivery. It may remain open until actual de-
livery is effected. Some speculative purchases,
likewise, are kept open for several weeks or
months. On the other hand, some hedging
contracts and many contracts entered for
speculative purposes are kept open for only a
few days. A merchant, for example, may place
a hedge against a cargo of wheat just pur-
chased, and a few days later sell the cargo
and remove his hedge. Many speculators (in
Chicago, at least) follow the practice of chang-
ing their position in the market frequently.
They buy, for example, hoping for a quick
profit; if the price moves in their favor, they
take their profits quickly; or if the price moves
contrary to their hopes, they try to cut short
their losses by closing out their contracts
promptly. In every market there are also the

63.4 million bushels, and the average volume of trad-
ing per trading day was 23.5 million bushels. These
figures indicate an average life of futures contracts of
2.27 trading days or 2.73 calendar days. But the sta-
tistics of open contracts at Winnipeg for this period
are based on the clearinghouse record, and if it be
assumed that the volume of total individual open
commitments was double the volume of contracts re-
corded in the clearinghouse, the average life of a fu-
tures contract at Winnipeg during this period may be
estimated, in terms of individval commitments, at
about 6.4 calendar days. This estimate compares with
aan average for Chicago during the same period of 4.5
days.

For Liverpool, similar calculations may be made
from the statistics of open contracts for the months
of May and November for 1931-1937 (p. 183), and sta-
tistics of volume of trading during the same months
{not here reproduced). Open contracts at the clearing-
house averaged 1,886 loads, and volume of trading per
month 5,435 loads. Estimating individual open com-
mitments at twice the volume of open contracts on the
clearinghouse record, the turnover of individual con-
tracts appears to have averaged about 1.44 times per
month. This implies an average life of individupal
contracts (commitments) of about 21 days. As noted
above, the average for Chicago during 19311937 (but
including ail months) was 6.1 days. For Minneapolis,
Ransas City, and Duluth, the corresponding averages
are 10.8, 10.6, and 12.9 days, respectively, (Computa-
tions for the United States from data of the Com-
modity Exchange Administration, partly unpublished,)
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“scalpers” who may buy and sell several times
during the course of a day. For them, the life
of a futures contract is to be measured in
hours cor even in minutes.

The computed average lengih of life of fu-
tures contracts should not be regarded as a
typical or representative figure. It resembles
an average of weights of domestic animals on
a farm. On a farm with many cattle and few
sheep and poultry, the average weight is high,
If sheep predominate, the average weight of
all the animals will be low, and if poultry pre-
dominates and large animals are few, the av-
erage weight may be very low. The relatively
long average life of futures contracts at Liver-
pool as compared with Winnipeg and Chicago
possibly reflects in part a lower ratio of scalp-
ing trades to other trades. Probably, however,
it reflects chiefly a great difference in the pro-
portion of short-term speculative trading.

CLEARING OF TRANSACTIONS

The clearing of commeodity transactions is
a process for which there is little occasion ex-
cept in connection with speculative and hedg-
ing transactions. When transfer of ownership
of a commodity is postponed for some time
after the contract to sell is made, the original
purchaser may subsequently make a sale of a
like quantity and description of the commodity
for delivery within the same period as that in
which he had originally contracted to accept
delivery. Business may then be simplified by
arranging that the first purchaser shall drop
out of the transaction, the original seller be-
coming obligated to transfer ownership of the
designated quantity and description of the
commodity directly to the final buyer. In deal-
ings on a futures market, in which transac-

“tions are primarily for speculation or hedging,

all but a small proportion of purchases and
of sales calling for delivery in any specified
month have been offset by equal sales or pur-
chases before the delivery month arrives.
Under these circumstances a great deal of un-
necessary labor may be averted by use of a
system of registration of contracts and of
elimination (clearing) of offsetting contracts.
Futures contracts lend themselves especially
well to clearing because the description of the
commodity covered and the time of delivery
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specified are identical among all contracts for
delivery in any designated month.

Clearing of futures contracts at Liverpool
is effected both privately and through the
clearinghouse, Contracts kept open for only
a short time—-mainly those of scalpers buying
and selling again within the same day—are
usually not registered with the clearinghouse,
Price differences on such transactions may
readily be settled privately with a saving of
clearinghouse fees and some gain in prompt-
ness of settlement. Probably only about two-
thirds of the recorded trades, as published in
the Corn Trade News, are registered at the
clearinghouse. But a large proportion—per-
haps nearly all—of the contracts not registered
are those that have been made and offset by
opposite contracts during the course of the
day. Presumably the clearinghouse record
shows nearly all of the contracts remaining in
effect’ between members at the end of each
business day.

The clearinghouse is an organization con-
ducted as part of the activities of the Liver-
pool Corn Trade Association. Its business is
conducted by a committee of the Association,
consisting of the President, the Vice-Presi-
dent, and seven other members of the Associa-
tion. Its activities include the clearing of c.i.f,
contracts and “shipment and delivery” con-
tracts as well as futures contracts.

Registration of futures contracts with the
clearinghouse has three main advantages
which assume special importance in connec-
tion with contracts kept open for a consider-
able time. It permits the registrant to be freed
of all obligations after a contract has been
offset by an opposite contract and settlement
made on the basis of the price difference. It
shifts to the clearinghouse responsibility for

1Estimate furnished by the Secretary of the Liver-
pool Corn Trade Association,

2 Registered contracts are insured with the Grain
Contract Insurance Company, Ltd., a subsidiary of the
Liverpool Corn Trade Association,

% All futures markets in the United States now use
a “complete” clearing system, such as was adopted in
1891 by the Minneapolls Chamber of Commerce but
not until 1925 by the Chicago Board of Trade. The
complete clearing system simplifles clearing procedure
by making the clearinghouse an Intermediary on all
contracts,
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seeing that the margin guaranteeing fulfil-
ment by the other party to the contract is
maintained. And it automatically carries with
it insurance against the remote contingency
of default by the other party to the contract.
If one party to a contract elects to register it
with the clearinghouse, the other is required
to register also,

Clearing of futures contracts is based on the
formation of “strings.”® For the purpose of
registration, each load of 4,800 centals is
treated as a separate contract. When an initial
buyer enters into a later confract in the
capacity of seller, he may (and customarily
does) have his {wo contracts arranged in a
string, consisting perhaps only of the first
seller, himself, and the buyer to whom he has
just sold. Thereafter he appears with respect
to these contracts only as an intermediate
party. If the initial seller then makes an off-
setting purchase, he also may become an inter-
mediate party, with the new seller now at the
selling end of the string. Strings may thus be
extended indefinitely, The intermediate parties
are released from liability, the seller at one
end of the string and the buyer at the other
being regarded as the only contracting parties,
These two are technically designated as the
first seller and the last buyer on the string.
Tender on the contracts in a string is initiated
by the “first seller.” He hands the tender to
the Secretary, who signs it over to the “last
buyer.” By this process the entire string of
contracts is *“cleared.”

Although all futures contracts registered
with the clearinghouse remain technically in
effect until cleared through tender of actual
wheat, financial obligations on contracts term-
inate with settlement when offsetting con-
tracts are entered in a string. The member
who has both bought and sold has completed a
transaction, so far as he is concerned, and has
taken his profit or paid his loss. A member
making an initial purchase or sale registered
at the clearinghouse pays in an original mar-
gin, now set at £20 per load {1d. per cental).
In addition, any apparent loss, measured by
the difference between the contract price and
the “settling price” of the day, must be
promptly paid. On the other hand, profits may
be withdrawn only after they have been “real-
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ized” through registration of an offsetting con-
tract, making the member an intermediate
party in a “string.” Apparent profits may,
however, be set off against apparent losses that
may exist on other contracts registered with
the clearinghouse.

All financial transactions connected with the

III. EVOLUTION OF

The growth of wheat trading in Liverpool
centers largely around the development of
the Liverpool grain exchange. It is definitely
known that a corn market existed on Bruns-
wick Street in 1808, and there is evidence that
before 1808 an informal corn market had ex-
isted there.! But it was not until 1853 that a
formal organization, The Association of the
Liverpocl Corn Trade, was organized. The
members were bound by a few short and
simple rules whose main object was to com-
pel differences to be settled by arbitration.?
In 1886, the Association was incorporated as
the Liverpool Corn Exchange, It was suc-
ceeded in 1897 by the present company, the
Liverpool Corn Trade Association, Limited.

The principal “objects” of the present Asso-
ciation were listed in the original memoran-
dum.* The original objects merit repetition
as they are still the general framework upon
which the policy of the Association is based.
They are as follows:

To take over the assets and liabilities of its
predecessor—the Liverpool Corn Exchange; to
promote or oppose legislation or other measures

1 G. J. S. Broomhall and J. H. Hubback, Corn Trade
Memories (Liverpool, 1930), p. 1. In British parlance,
“corn” means “grain,” not “Indian corn” or maize,

2 Memorandum Regarding the Liverpool Grain
Trade Presented lo a Party of Canadian Farmers Visil-
ing the Corn Exchdnge on Tuesday, January 17, 1928
{Liverpool, 1928).

3 Memorandum of the Liverpool Corn Trade Asso-
ciation, Limited, April 7, 1897 (Liverpool, 1897).

¢ The Corn Trede News affords a source of price
quotations from December 11, 1887, since daily quota-
tions were accompanied by quotations for the corre-
sponding date one year earlier. It was founded by
George J. S. Broomhall and F. A, M. Kirby. The latter
severed his connection with the Corrn Trade News after
about a year and founded the grain firm of Kirby and
Co., wkile Mr, Broomhall continued as editor and pub-
lisher of the Corn Trade News until his death on
June 23, 1938,
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operations of the clearinghouse are handled
by a bank or banks designated by the directors
of the Corn Trade Association. The clearing-
house keeps the records of payments due from
and to members of the Association in connee-
tion with registered contracts, but does not
itself receive or make such payments,
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calculated to affect the Corn Trade generally; to
adjust and settle disputes between persons en-
gaged in the Grain Trade by establishing a Tri-
bunal of Reference for the amicable settlement of
such disputes; to procure, make up and preserve
Standards of Grain and breadstuffs, and to collect,
preserve and disseminate statistical and other use-
ful information connected with the Corn Trade
throughout the World; to take such measures as
the Company might think fit for the arrangements,
regulations and development of the Corn Trade,
to reduce the landing, warehousing and shipping
charges incident to the Trade and generally to
promote the Trade, increase its amount and aug-
ment the facilities with which it might be con-
ducted; to provide, regulate and maintain a suit-
able building, Exchange, Market and Newsroom
for the purpose of the Corn Trade in Liverpool;
to establish and maintain a Clearing House for
the clearance of contracts or periodical settle-
ments of contracts and for facilitating payments
between persons engaged in the Corn Trade.

EARLY DEVELOPMENTS IN FUuTURES TRADING

Information on trading in wheat futures at
Liverpool is fragmentary for the period prior
to establishment of Broomhall’s Corn Trade
News, on December 11, 1888 (first published
under the title Liverpool Corn Trade News).*
The earliest price records we have found are
those published in the Chicago Daily Trade
Bulletin (appearing before 1887 as the Daily
Commercial Bulletin). This market paper had
published daily wheat price quotations cabled
from Liverpool and other European markets
for many years, but included no quotations
on Liverpool wheat futures until May 1886.
It then began regular publication of what were
described as futures prices on “No. 1 Califor-
nia,” “No. 1 Bombay,” “No. I Delhi,” and
“Kurrachee Red” wheats.

According to records of the Liverpool Corn
Trade Association, the first future delivery
contract was adopted in November 1883 and
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the No. 1 Californian contract not until Sep-
tember 1888.! Trading in Indian wheats on
“Shipment and Delivery” contracts was ac-
tive until 1914, but has been unimportant dur-
ing recent years. These have many points of
similarity to “contracts for future delivery”
but are distinguishable on the ground that
they do not call for delivery “within one speci-~
fied month.”*

Although this evidence appears in part con-
tradictory, it seems to warrant certain fairly
definite inferences. We judge that the futures
market at Liverpool was regarded as insig-
nificant prior to 1886. Probably the futures
contracts in use at first allowed the contract-
ing parties to specify the type of wheat to be
delivered; when trading in futures contracts
assumed more importance early in 1886, trad-
ers chose generally to designate No. 1 Cali-
fornian wheat for delivery; and in September
of that year the Association decided to change
the form of the contract, specifically requir-
ing delivery of No. 1 Californian wheat. Pos-
sibly formal distinction was not drawn be-
tween the types of “futures” contracts on
which the Californian and the Indian wheats
were traded prior to adoption of the specific
Californian wheat futures contract in Septem-
ber 1886. Apparently the Indian wheat con-
tracts continued to be regarded as a sort of
futures contract for many years longer. Prices
of Indian wheat futures were never published
in the Corn Trade News, but in the regular

1 Information from the Seccretary of the Association
under date of Aug. 28, 1936.

2 See definition of a future, p. 135.

2 The list published under the caption “estimated
snles of Liverpool wheat futures” on October 26, 1897
comprised the following items and units: Californian
Wheat, centals; Red Winter Wheat, centals; Mixed
Maize, centals; Round Yellow Maize, centals; Indian
Wheat, tons.

4 Probably existence of a significant distinction be-
tween ordinary futures contracts and the contracts
used for Indian wheat was always recognized at Liver-
pool, even though the distinetion was not sharply
drawn In early years, nor rigidly adhered to. The
Secretary of the Association writes us, under date of
Aug. 15, 1938, that “Indian Wheat was never Included
In the Liverpool ‘Futures’ Contract.”

®Data from Breoomhall's Corn Trade News, Jan, 6,
1900, p, 65; Jan. 11, 1907, p. 103; Jan. 22, 1914, p. 267.
The quarter was taken as 500 lbs, for Californian
wheat, but ¢80 lbs. for other wheats.
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weekly table of “estimated sales of Liverpool
futures” Indian wheat was included without
distinction from others until November 1897,
From November 2, 1897 the estimated sales
of Indian wheat “futures” were distinguished
in this table by designation as “Indian wheat
parcels,”* Even in May 1886, however, there
was a clear difference between the Californian
and the Indian wheat contracts as regards
character of the trading. The Indian wheat
contracts then and later were rarely if ever
quoted for months more than two removed
from the date of the contract, whereas the
Californian wheat contracts were generally
quoted as much as about five months ahead.*

Records of the volume of trading in wheat
futures at Liverpool and of tenders on fu-
tures contracts have been preserved only since
establishment of the Corn Trade News at the
end of 1888. In 1889 the total of recorded
trades was just under 4.5 million quarters
(36 million bushels}. Tenders on futures con-
tracts totaled 401 thousand quarters, or 8.9
per cent of the volume of trading. This ratio
reflects use of the futures contract as a mer-
chandising contract to a much greater degree
than in more recent years. In 1890 the vol-
ume of trading increased 40 per cent over that
of the previous year and tenders increased
proportionally. Shortage in the Californian
crop of 1890 was followed by substantially
reduced tenders on futures contracts during
1891, although the volume of trading increased
slightly.

The annual recorded volumes of trading in
the Californian and in the American Red and
Graded wheat futures, respectively, during
1889-1913 are shown in the tabulation on
page 144, together with reported tenders of
different descriptions of wheat, all in “loads”
of 1000 quarters.’

During 1896 a tendency toward increasing
concentration of trading in contracts for de-
livery in certain months was accompanied by
a decline in the volume of trading in Califor-
nian futures. In October 1896 trading in Cali-
fornian futures was temporarily discontinued.
A revival of trading in this contract in 1897
was short-lived. In 1901 another attempt was
made to revive futures trading in Californian
wheat, apparently on a contract permitting
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delivery of other white wheats also,? but trad-
_ing continued for less than a year.

VOLUME OF TRADING AND TENDERS ON FUTURES
{Thousand quarters)

Traeding Tenderse
Yenr Qallfor- Red or Oalifor- | American (| Argen-

nian Graded nien Red tine
1B89..... 4,456 | ..... 401
1890..... 6.292 563
1891..... 6,668 3,362 396 74
1892..... 1,036 | 10,267 206 660
1893..... 1,500 | 12,670 210 919
18%4..... 1,218 | 11,545 198 653
1895..... 1,438 | 13,967 255 983
1896..... 564 | 17,910 60 71
1897..... 38 | 25,422 17 519
1898..... .o | 26,940 . 499
1899,.... 17,735 514
1900..... ... | 16,429 3712
1901..... 27* | 16,764 . 529
1902..... 321* | 13,266 7° 333
1903..... . 9,954 . 324°
1904..... 13.277 371
1905..... 12,140 275
1908..... 9,668 306
1907..... 20,564 462 e
1908..... 24,054 . 222 168
1909..... 26,841 . 144 306
1910..... 35,887 . 115 878
1911..... 32,803 226 242
1912..... ... | 31,520 . 162 176
1913..... .. | 19,792 .- 537 8

s In addition, 10 thousand quarters of Australian wheat
were tendered in 1911 and 12 thousand in 19132,

* White wheat, not necessarily Californian.

e American Red and Argentine wheats not shown sep-
arately. -

Introduction of the American Red Wheat
contract in 1891 was followed almost immedi-
ately by a sharp decline in trading in the Cali-
fornian contract. But although the red wheat
future was preferred for general speculative
and hedging purposes, the Californian future
continued in active use for nearly five years.
Trading in it represented about 10 per cent of
the total annual volume of futures trading at
Liverpool with extraordinary uniformity dur-
ing the four years 1892-1895. Use of the Cali-
fornian future as a means of merchandising

1 The Corn Trade News on Dec. 19, 1901 (p. 1671),
carried the item *“Californian Wheat Futures—After
nearly 3% years’ absence of trading business in this
class of Wheat was revived today and a sale for May
delivery was effected. ... . * The next transaction,
two days later, was discussed under the caption
“Liverpoocl White Wheat Futures,” and on Dec. 16, the
heading under which quotation appeared was changed
from “No. 1 Cali Wheat” to “White Wheat.”
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declined, annual tenders of Californian wheat
contracts falling to less than half of the aver-
age for the previous three years, but the pro-
portion of trades reaching fulfilment in actual
delivery more than doubled. In 1892, nearly
one in five sales on Californian futures con-
tracts ferminated in delivery of the wheat.

THE “AMERICAN RED WHEAT' FUTURE

We have suggested earlier, that probably
Californian wheat became the basis of Liver-
pool futures trading largely because good
standardization of the basis of the contract
was easily attained (p. 125). Nevertheless
this future left much to be desired. On Au-
gust 1, 1891 the Corn Trade News commented
as follows:

It has been proposed, and the idea is favorably
entertained generally that the same privilege now
enjoyed by Californian of being sold at the “call”
for future delivery should be extended to Ameri-
can Red Wheat, so that shippers would have the
opportunity of selling ahead against their ship-
ments when so desired.

To make the basis of contracts as broad as pos-
sible it would seem fo be the right policy to adopt
a standard co-equal to the greater bulk of Red
Wheat now being harvested in America. Includ-
ing Canadian Red there will be approximately
500,000,000 bushels of wheat harvested on the
American Continent this season, of which it is
calculated that 400,000,000 bushels will grade as
No. 2 Winter or Spring, or better.

Seeing that there will be a practically unlimited
supply of contract wheat, within two or three
weeks reach of Liverpool there can be no fear of
“corners” and trading in “Liverpool Standard
Wheat” may be indulged in to almost any extent,
and should acquire as much popularity as trading
in New York or Chicago.

Very shortly thereafter, arrangements for
trading in American Red Wheat futures were
completed. The basis of the contract was to
be No. 2 Spring or No. 2 Winter wheat from
the United States and Canada east of the Rock-
ies. To meet the problem of rather substantial
variations in quality of these wheats, pro-
vision was made for making up standards
from time to time on which wheat submiited
for tender should be judged. Trading in fu-
tures based on the new coniract began on
August 10, 1891. _

The red wheat future, like the Californian
future, was largely used in the early years as
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a means of merchandising. All months con-
tinued in use as delivery months. The ratio
of tenders to total trades was lower than
when the Californian future was the only one
traded, but from 1892 through 1895 about 7
per cent of sales of the red wheat future
reached fulfilment in delivery. In 1896 a sub-
stantial further increase in the volume of
trading was accompanied by accentuation of
a previous tendency for trading io concen-
trate in contracts for delivery in certain
months. In 1897 this tendency became so
strong that trading in contracts for delivery
in some months was discontinued. There
was practically no trading in contracts for
delivery in April 1897, and apparently none
in the June option. Only a few transactions
were recorded in contracts for delivery in
August, October, or November. Beginning in
1898, trading was restricted almost wholly
to five futures: March, May, July, September,
and December. Discontinuance of trading in
certain delivery months inevitably reduced the
opportunity for using the futures contracts
for merchandising purposes. From 1897 ten-
ders on futures contracts were generally only
2-3 per cent of the annual volume of trading.
The change in practice may be supposed to
have worked to the advantage of merchan-
disers, however, for any small loss through
reduction of opportunity to use futures con-
tracts for merchandising purposes was prob-
ably more than offset by increase in the use-
fulness of the market for hedging owing to
increased trading in the futures retained.

The five months of delivery adopted in 1897
have been retained with little change since.
In 1903 the experiment was made of trading
for October delivery, while continuing trad-
ing also in the September; but this was not
continued the next year. In 1910, however,
trading in the October delivery was intro-
duced in place of the September. Since then
October has been used as the autumn delivery
month in every year except 1922,

THE ORIGINAL GRADED WHEAT FUTURE

In January 1903, pressure for a change in
the Liverpool wheat futures contract culmi-
nated in appointment of an able committee to
consider the framing of a new contract. The
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immediate occasion for revision of the basis
of futures trading was a desire for inclusion
of Argentine wheat among the tenderable va-
rieties and a hope that a change in the basis
of trading might help to revive business in
futures, which had fallen to a low ebb. The
sentiment in faver of change presented oppor-
tunity for a bold attack on the problem of
improving the basis for futures trading in
wheat, The outcome was adoption of a con-
tract that permitted delivery of any one of a
wide range of wheats at prices differing by
specified amounts from the price at which
the contract was made.

The basis of the new contract was wheat
classed as “Grade A,” a seller tendering such
wheat receiving the contract price. A seller
tendering Grade B, C, or D received a price
2d,, 4d., or 5%d. below the contract price, de-
pending on the grade delivered. This pro-
vision for price differences according to grade
gave a new significance to grading in connec-
tion with the futures contract and led to ap-
plication of the term “Graded Red Wheat
contract.,” To distinguish it from the revised
form of graded contract adopted later we here
designate it as the “Grade A contract.,”

Inasmuch as previous contracts had speci-
fied delivery of wheat meeting certain grade
requirements, the distinguishing feature of
the new provisions was not an introduction
of grading, but the application of a difference
system in connection with the contract. It
might have been characterized more distinc-
tively as a “difference contract.” It repre-
sented what appears to have been the first
application of a difference system in connec-
tion with trading in grain futures. The Chi-
cago Board of Trade followed suit to a limited
extent in June of the same year.:

The new contract represented a change of
such importance as to merit examination of
the contemporary view of the reasons for its
adoption. These were well expressed in a
statement by the president of the Association,
Colonel Robert Montgomery, V.D., at a gen-
eral meeting called for consideration of the
proposals. He said:

11t then admitied No. 2 Hard Winter wheat to de-
livery on Chicago futures at a discount of 6 cents a
bushel.
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The form of the contract which is now sub-
mitted for your approval, has been passed by your
Directors after very long and careful considers-
tion. In January, last, a requisition was presented
to the Board, asking for a form of contract which
would enable trading to be done in River Plate
futures. It appeared, however, that a good deal
more than this was needed to revive the trade,
and accordingly, your Directors set to work to
devise a scheme, which, while taking in River
Plate Wheat, would also have the effect of extend-
ing the basis of the American Red Wheat option.
1 do not think I need remind you that no scheme
for carrying on business, however perfect it may
be, will necessarily bring trade. The present stag-
nation is due to a variety of causes, many of
them—I might say most of them—entirely beyond
our control. It is felt in other trades than ours,
and quite as much in other centres of commerce
-as in Liverpool. Nevertheless, we should leave no
plan untried in our efforts to attract business. In
a measure this contract is an experiment and does
not in any way interfere with the usual trade
being carried on under the old Red Wheat con-
tract; but if it be found workable, no doubt the
old form, sooner or later, would be suspended.
What I conceive to be the chief weakness of the
old contract is its exceedingly narrow basis. As
you know, it is not possible to tender any Wheat
more than one halfpenny inferior to the Standard,
and no one can afford to tender Wheat that is
appreciably better than the Standard. The conse-
quence is that frequently there is not sufficient
material on which to trade. Another weakness is
the changing character of the Standard, which
though necessary, produces an element of uncer-
tainty, and so deters buyers and sellers alike from
dealing as freely as they might otherwise wish to
do. The object of the new contract is to remedy
these defects in our option trade. If you will care-
fully examine its provisions, I think you will find
that it establishes something like permanency in
the basis of trade, It fixes that basis upon the very
best class of Wheat and provides so wide a range
that there shall always be sufficient Wheat to
make trading reasonably safe. I wish to say just
a word or two upon the differences in price,
which have been fixed between the various grades
which are tenderable under the contract. It is a
matter to which your Directors have given a great
deal of thought. In order to avoid any chance of
manipulaiion, it was felt that these differences
must be determined before hand, and not left to
be assessed by arbitration, or a Committee, when
the grain came to be tendered. Your Directors do
not pretend to say that the difference they have
fixed between the various grades will, necessarily
at all times, be the market differences. We know
that the exigencies of supply and demand will
cause one grade to appreciate in value compared
with another grade. What has been aimed at is,
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to provide that one or more of the grades will
always be available. Another feature of the scheme
is the grading of Wheat. Many people fcel that a
great defect in our present method of business is
the uncertainty of Arbitration. A tender cannot
be made until the month of delivery, and then the
seller has to submit his Wheat to the judgment of
arbitrators, It may be that one set of arbitrators
will pass the Wheat, and when the Wheat is sold
again, and re-tendered and a fresh arbitration
takes place, it may be rejected. When Wheat has
been rejected it is often most difficult to sell. Now,
in the new scheme the holder of Wheat may at
any time submif it for grading, and having ob-
tained his certificate, the Wheat will be unques-
tioned when tendered, provided it be in condi-
tion. We have endeavoured as far as possible to
safeguard all interests in the matter of grading.
The Committee whose duty it will be to grade
Wheat will not be informed who owns it, or by
what ship it arrived, and in the interests of buy-
ers, no certificate will be issued, unless four out
of the five members of the Committee are agreed
upon the grade. Grading Rules have been framed
for the guidance of the Committee, but, of course,
something must be left to their judgment and dis-
cretion. Though we invite your opinion upon the
scheme I would ask you to remember that it has
been framed with the most serious care and de-
liberation, as I said at the outset, the scheme is
an experiment and I ask you not to be too critical
of its details. It is only when it is in operation
that we can discover its defects, if it has any, and
I need not assure you that your Directors will
watch its progress with care, and be ready to
make any change that experience may prove to be
required, I have only one word more to add, and
that is to express the sincerest acknowledgment
of the work which has been done by the Chair-
man of the contracts Committee, Mr. Hubback,
and the Vice-Chairman, Mr. Edward Hutchinson,
to produce a workable scheme and also o express
our indebtedness to Mr. Jochn Ten Bosch, and Mr.
Arthur Walker for their valuable help and sug-
gestions during the many hours they spent with
us on the contracts Committee.?

In the course of subsequent discussion at
the meeting, the vice-president, Mr. John H.
Hubback, said that not only Argentine, but
also Russian wheat would have been added
to the tenderable list if it had been found
practicable. The feasibility of including Rus-

i Corn Trade News, April 15, 1903, p. 1009. The fact
that the Corn Trade News chose to reproduce this
statement and report the ensuing discussion in some
detail suggests that the new proposal was regarded at
the time as an important one. No other change in the
futures contract during the history of the Association
received more than casual meation in the Corn Trade
News.
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sian wheat in the tenderable list was discussed
at later times. The difficulty of grading Rus-
sian wheat because of its irregularity of
type and considerable guantities of extrane-
ous matter are the dominant reascns for its
exclusion as tenderable.?

The Graded Red Wheat futures contract
thus proposed was adopted at this meeting
(April 15), and the first trading in it took
place on the same day, for July delivery. The
new contract was not much used in trading
for July delivery and no tenders were made
on such contracts in July, but it entirely su-
perseded the old contract as the hasis of
trading for later deliveries. One feature of
the new contract was its utilization of a su-
perior quality of wheat as the price basis.
Owing to this difference, sales for July de-

1G. J. S. Broomhall and J. K. Hubback, Corn Trade
Memories (Liverpool, 1930), p. 33,

2 Equivalent to about 59% 1bs, in terms of the Win-
chester bushel, used in the United States. We lack
information on methods used in Liverpool in 1903 for
determining weight per bushel, which have also a sig-
nificant bearing on comparisons of weight per bushel.

& The official definitions of the several grades and
the original grading rules are reproduced in the Ap-
pendix Notes below,

4 The yrevised contiract and grading rules, and asso-
ciated changes in the by-laws eppeared in the Corn
Trade News, Dec. 19, 1906, p. 1721. They are not repro-
duced here, since the 1903 grade specifications and
grading rules (reproduced in the Appendix Notes be-
low), together with the description here of changes
therefrom, sufficiently indicate the character of the
new contract.

? Rollin E, Smith, writing shortly after adoption of
the mew contract, describes Grade A under the old
contract as equivalent to Manitoba No. 1 hard, and
says, “This wheat was never delivered, however, nor
was it expected.” (Wheat Fields and Markets of the
World, St. Louis, 1908, p. 356.) It seems unquestion-
able that the framers of the contract expected substan-
tial tenders of Grade A wheat to be made on occasion.
Moreover, price relations between “American Red” and
the “Grade A” July futures in the spring of 1903
(p. 166) indicated that during May traders expected
actual tenders of Grade A wheat on the graded wheat
contract in July 1903. Mr., Smith's statement that de-
livery of Grade A was not expected must be inter-
preted either to mean merely that it was not required,
or to refer to expectations at some time after adoption
of the contract. Possibly his statement that Grade A
was “never delivered” also should not be given its
extreme literal interpretation. Other evidence, how-
ever, indicates that an unexpected turn of events,
notably the shortage in North American wheat crops
in 1903 and 1904, prevented fulfilment of the initial
expectation that Grade A wheat would on occasion be
tendered on the original graded future. Accordingly
we credit Mr. Smith*s statement in ita extreme sense.
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livery under the new Graded Wheat contract
were at prices generally 1%-2d. per cental
above those obtained at the same time on sales
under the old contract. The wheats tender-
able on the old contract might be classed as
Grade B wheats under the new contract, tend-
erable only with an allowance of 2d. per cental
to the buyer. The maximum price difference
between the two contracts was slightly over
2d, per cental. When the market difference be-
tween prices of Grade A and Grade B wheat
was less than 2d. per cental, the price differ-
ence between the two contracts tended to
equal the market difference between prices
of these two grades.

The only wheat which might be classed as
Grade A under the new contract was spring
wheat from the United States or Canada,
“well cleaned, containing not less than 75
per cent of hard grains, and weighing not less
than 61% 1bs.” per imperial bushel.* Ameri-
can spring wheat of lower quality and Ameri-
can. winter wheats might fall in either Grade
B or Grade C. Argentine wheats might fall
in Grade B, C, or D.* Discounts on the lower
grades, as noted above, were 2d., 4d., and 51%d.
respectively. :

THE ""NEw CONTRACT” GRADED W HEAT
FuTure

Despite its marked advantages, the graded
wheat futures contract as originally adopted
proved unsatisfactory in certain respects. A
thorough revision was undertaken in 1906 and
a revised contract adopted on December 19.¢
Its application on deliveries was postponed
until after the end of May 1907, but it came
into use when trading started in the July
future in January 1907.

In the revision, the nominal basis of the
contract was substantially lowered, the range
of allowances for quality was diminished
from 5%d. to 2d. per cental, formal grade des-
ignations were dropped, and the basis for
grading was made considerably more flexible.
The lowering of the basis of the contract had
no great effect on the wheats actually tendered
on future contracts. Although Grade A wheat
was the technical basis of the original con-
tract, actual deliveries were always of the
lower grades, tendered at a discount.* Effec-
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tively, the prices on the Grade A contract had
tended to be the price of Grade B wheat plus
2d, per cental or the price of Grade C plus 44.

.Under the new contract the nominal basis
was set at. about the average of the wheat
actually tendered under the Grade A contract.

The original graded wheat contract, admitting.

Argentine wheats to tender for the first time,
had set the requirements for them compara-
tively high, grade by grade. The new contract
took as its basis either North American wheat
which under the old regulation would fall in
Grade B or a little below, or Argentine wheat
which would fall in Grade C or a little below.1
These changes might result in prices only 2d.
per cental lower under the new contract than
they would have been under the old, or as
much as 4-5d. lower, depending on price rela-
tions among tenderable wheats. For most cir-
cumstances the lowering of the basis may be
considered to have lowered the level of fu-
tures quotations 3—4d. per cental (without, of
course, affecting the price of any particular
quality of wheat).

The new contract provided for allowances
of %2d. or 1d. to either buyer or seller. This
narrowing of the range of allowances to only
2d. (instead of 5%d.) reflected chiefly the
dropping of an ineffective provision for tender
of high quality spring wheat and the improve-
ment in rating of Argentine wheat. The intent
to introduce greater flexibility in grading was
reflected in the elimination of formally desig-
nated grades; in simplification of the grading
rules and insertion in them of the admonition
that “undue prominence must not be given to
weight alone”; and in the provision for gra-
dations of as little as %d. per cental in the
allowances in place of the steps of 2d. or 1%d.

1 This comparison is based on the required weights
per bushel, which were set as follows, in pounds:
Manitoba, 60; Northern Spring, 59; other spring, 60;
Soft Winter, 61; Hard Winter, 60%; Rosafé, 50%;
Bahia Blanca, 61%. (For weights under the original
graded wheat contract see Appendix Notes,) Minimum
weights were set at 1 lb, per bushel under these basis
weights, or about the same as minimum weights under
the original graded wheat contract,

3 The Corn Trade News on Apr. 17, 1802, p. 1085,
quoted the pertinent sectiom of the Finance Act, 1801,
and sections which it repeaied of the Customs Con-
solidation Act, 1876, and the Finance Act, 1900. The
general principle given expression in all these acts
was the same.
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between the named grades under the old con-
tract.

Later changes in the graded wheat con-
tract,—The only important change in the basis
of Liverpool wheat futures since adoption of
the “new” graded wheat contract in 1906 has
been the inclusion of Australian wheat among
those tenderable. Although this change was
made in 1910, tenders of Australian wheat in
large volume did not occur until after the war.
Some changes have been made in the weight
requirements for different classes of wheat:
the basis weight for Australian wheat, first
set at 611 pounds, has been reduced to 6012,
while the basis weights for Northern Spring
and Rosafé wheats have been raised 1 pound.
The tendency toward wide market differen-
tials for quality which has developed since
the war has been met by increasing the maxi-
mum allowance for superior quality to 3d.
per cental,

EFFECTS OF CHANGE IN IMPORT DuTY

Imposition, removal, or change in the
amount of an import duty on wheat in the
United Kingdom tends to introduce imme-
diately a price differential between futures
contracts made before such a change and
those made afterward. If the change in duty
applies on all imported wheat, the price differ-
ential thus introduced is equal to the change
in duty.

In 1902 imposition of a duty of 3d. per hun-
dredweight (of 112 pounds) on all imported
grain was officially proposed in Parliament
by the Chancellor of the Exchequer on April
14 and, after approval by Parliament, became
effective as of April 15. Under British law, the
buyers on all contracts for future delivery
made prior to imposition of the duty became
liable to payment of the amount of the duty
in addition to the contract price in the ab-
sence of agreement to the contrary.? The Liv-
erpool wheat futures thus affected were those
for May and July delivery. To avoid the ne-
cessity of distinguishing between contracts
made before April 15 and contracts made later
for delivery in the same months, the later con-
tracts were made on the same terms as had
become effective for the earlier ones, namely,
that the buyer should pay the amount of the
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duty in addition to the contract price. When
trading began in contracts for September and
later deliveries, however, they were made on
the normal basis that the contract price
should represent the only payment contem-
plated. As a result, the price of the September
future was about 2.7d. per cental (3d. per
hundredweight) higher in relation to the July
future than it would have been if the July
also had been on a duty-paid basis.

In 1903 the duty on imported grain, im-
posed in the previous year, was removed. An-
nouncement that the duty would be abolished
was made on April 23, to take effect from
July 1, 1903. Later, provision was made for
refunding duty already paid on certain stocks
of imported grain held at the end of June.!
Buyers of wheat on futures contracts entered
before April 23 and calling for delivery after
removal of the duty were entitled under the
law to deduct the amount of the duty from the
price specified in the contract. At Liverpool,
the only wheat futures affected were those for
July delivery. There were two of these, since
trading in the Graded Red Wheat contract
had recently begun. To avoid complications,
later trading in these contracts was done on
the basis that had unexpectedly become effec-
tive for contracts already made—namely, that
3d. per 112 pounds should be deducted from
the contract price. The September future, in
which trading began after announcement that
the duty would be removed, was quoted on
the usual basis. For comparisons of the prices
of the July and September futures, 2.7d. per
cental should be deducted from the quoted
prices of the July futures to put them on a
comparable basis.

Imposition in 1932 of a duty of 2 shillings
per quarter applying only on non-Empire

1 Corn Trade News, Apr. 23, 1903, p. 1089, and
May 9, 1903, p. 1243,

1 London Grain, Seed and Qil Reporter, Nov. 16,
1932, p. 4.

3 Finance Act, 1901, Section 10,

4 In October and December 1932 the only wheat ten-
dered on futures contracts was Canadian—a most
exiraordinary circumstance. Qur information, although
slightly incomplete, indicates that these were the only
occasions since the war on which Canadian wheat has

been tendered in wolume om Liverpool futures con-
tracts,
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wheats presented a situation different from
that of imposition of a duty applicable on all
imported wheats. In pursuance of provisions
of the Ottawa Agreements Act, 1932, enacted
November 15, the Treasury issued on the same
day an order placing the new duty on wheat
in effect from November 17.2 The law cover-
ing the effect on futures contracts of imposi-
tion of a duty remained as it was in 1902: the
buyer under contracts previously entered into
was under obligation to pay in addition to the
contract price the amount of any duty paid
by the seller.? To permit trading in the De-
cember 1932 and March 1933 futures to con-
tinue on the same basis as before, provision
was made by the Directors of the Liverpool
Corn Trade Association for new contracts
also to be made on the basis of payment of
duty by the buyer. The new duty, however,
was without effect on the December future,
because no dutiable (non-Empire) wheat was
cheap enough to be tendered on that future.*
With respect to the March future, the ultimate
effect of the duty was uncertain.

The uncertainty regarding the effect of the
duty with respect to March 1933 contracts led
to trading for that delivery on a “duty-paid”
basis as well as on the “old terms” basis. If
it had been certain that only Empire-grown
wheat (Australian, in this instance) would be
tendered on the March contracts, prices would
have been the same on bhoth bases. If it had
been certain that only non-Empire wheat (Ar-
gentine, in this instance) would be tendered
on March contracts, prices for March delivery
on the “old terms™ basis would have fallen to
5d. per cental (the rate of the duty) below
prices on the duty-paid basis. When the duty
went into effect, the probabilities were inter-
preted in the market as favoring tender of
Argentine wheat on the “old terms” contracts,
which permitted the seller to collect the
amount of the duty from the buyer, but as
favoring tender only of Australian wheat on
the “new terms” contracts. In consequence
the price difference between the two forms
of contract was between the two possible ex-
tremes. On November 17, when trading under
the new terms began, the closing price of the
March future on the duty-paid basis was only
2%d. per cental over that for the same month
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under the old terms. Later in the month the
difference narrowed to 2d. per cental. Sub-
sequently, there developed gradually an in-
creasing probability that Argentine wheat
would be tendered on both types of contracts.
The price difference between them widened
correspondingly, until it reached 5d. per cen-
tal at the end of February. In the outcome,
only Argentine wheat was tendered on each
type of contract.

While this issue has been in the hands of
the printer, announcement has been made
(November 17, 1938) that the trade agree-
ment treaty which for several months has
been under negotiation between the United
States and Great Britain provides for remis-
sion of duty on British imports of wheat from
the United States, to take effect January 1,
1939. Duties on wheat imports from other
countries also will be removed at the same

time. This will permit buyers on futures con-
tracts already made for March or May de-
livery to deduct 5d. per cental from the con-
tract price if they receive wheat from either
the United States or Argentina in tender on
their contracts. Trading in “new terms” con-
tracts for March and May deliveries began on
November 18 at prices 2-2%d. under those on
“old terms” contracts. The subsequent course
of the price spreads between the two types of
contract will depend on price relations be-
tween Australian wheat, on the one hand, and
either Argentine or United States wheat on the
other. Canadian wheat may be left out of ac-
count from this standpoint, as certain to be
too high-priced to be tendered. Only Aus-
tralian wheat will be tendered on the “new
terms' contracts unless prices on the latter
fall to 5d. per cental below those on “old
terms” contracts.

The aunthors are indebted for valuable assistance lo
F. W. G. Urquhart, Secretary of the Liverpool Corn
Trade Association, and to George Ridgway and E. L.
Lewis, a director and a past president of the Associa-
tion, respeciively. Each read an early draft of the
manuscript and offered much helpful criticism and
comment. For unpublished slalistics of fulures lrad-
ing in the several markets we are indebted to Mr. Ur-
quhart, to A. E. Darby, Secrelary of the Winnipeg
Grain Exchange, and J. W. T, Duvel, Chief of the Com-
modity Exchange Administration of the United Stales.
The price dafa were compiled chiefly by Adelaide M.
Hobe and the charts prepared by P. Stanley King and
Pguline S. Armstead.
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CHART 4. - PRICES OF LIVERPOOL WHEAT FUTURES, WEEKLY, AUGUST 1921 -OCTOBER 1938.
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APPENDIX NOTES

A, ORIGINAL FUTURE DELIVERY CONTRACT FOR GRADED WHEAT

The contract forms used for recording pur-
chases and sales of wheat for future delivery
at Liverpool, since 1903 at least, have stated the
terms of the contract in considerable detail. The
buyer fllls out one form, the seller another, There
are minor differences in wording between forms
used by members buying or selling in their own
names, and forms used by brokers buying or
selling in the names of other members. Below is
given the text of a contract of purchase by a
broker under the terms of the original graded
wheat contract adopted April 15, 1903.:

TFacel

THE LIVERPOOL CORN TRADE ASSOCIATION,
LIMITED

No. 34b—FuTure DELivERy CoNnTRACT—Red Wheat
(Liverpool Grade). Broker's Contract.

Liverpool,

We have this day BOUGHT from..... caraan
on your account, on the terms of the Printed Rules of
the Livenroor. ConN TnRabE ASSOCIATION, LiIMITED,
.................... say about............. Centals
Red Wheat of any of the Grades and subject to the
scale of allowances adopted by the Liverpool Corn
Trade Association, Limited, as endorsed hereon, at
................. per 100 lbs. to be delivered during

tierssereasssns8X Store in Liverpool, or, at Sellers’
option. in Birkenhead at an allowance to the Buyers
of one farthing per Cental.

The Certificate of the Grading Committee shall be
final as to grade and shall accompany the tender of the
goods,

The Wheat at time of tender to be in fair merchant-
able condition (a slight dry warmth not to be objected
to.)

Payment—as per Rule 8, allowing interest equal to
three months from date of being ready for delivery.

This Contract is made between pyourselves and
.................... and not by or with anp person,
whether duclosed or not, on whose instructions or for
whose benefit the same map have been entered into,
Brokerage.,,.,.per cent. to be paid by............. .

Adopted 15th April, 1803,

Entered at Stntloners’ Hall and
sold only at the Oflices of the
Asaoolation, et ecanananenn T
[Endorsement]

This Contract was made on the date specifled, and
within the business hours fixed by the Liverpool Corn
Trade Association, Limited.

It is agreed that if the rate of duty chargeable on
Grain be increased or decreased at any time before
tender is made under this contract, the amount of
such increese or decrease shall be added to or deducted
from the contract price, as the case may be.

DN

1 Reproduced from typewritten copy furnished by
the Secretary of the Liverpool Corn Trade Association.
A copy of a member’s contract was published in the
Corn Trade News, April 16, 1908, p. 1021,

[Back]
GRADES OF WHEAT
GRADE A
AMERICAN WHEAT
Spring Wheat, well cleaned, containing not less than
76 per cent of hard grains, and weighing not less
than 613% lbs.
GRADE B
AMERICAN WHEAT
Spring Wheat. If of the type known as Manitoba, rea-
sonably clean, containing not less than 60 per cent
of hard grains, and weighing not less than 0% lbs,

If of the type known as Northern (grown in the
United States), reasonably clean, containing not
less than 50 per cent hard grains, and weighing not
less than 69 Ibs.

Any other type of Spring Wheat (grown in the
United States), reasonably clean, end weighing not
less than 60 Ibs.

Choice Winter Wheat, well cleaned, free from garlie,
and weighing not less than 624 lbs.
ARGENTINE WHEAT

Rosario~Santa Fe Type, reasonably clean, and weigh-
ing not less than 62 lhs,

Bahia Blanca Type, reasonably clean, and weighing
not less than 64 lbs.

GRADE C

AMERICAN WHEAT

Spring Wheat. If of the type known as Manitoba, rea-
sonably clean, containing not less than 50 per cent
of hard grains and weighing not less than 59 lbs.

If of the type known as Northern (grown in the
United States), reasonably clean, containing not less
than 40 per cent of hard grains and weighing not
less than 58 lbs,

Any other type of Spring Wheat, reasonably clean
and weighing not less than 59 lbs.

- Soft Winter Wheat, reasonably clean and reasonably

free from garlic, and weighing not less than 60 lbs,

Hard Winter Wheat, reasonably clean and weighing
not less than 61 lbs.
ARGENTINE WHEAT

Rosario—Santa Fe Type, reasonably clean, and weigh-
ing not less than €0 lbs.

Bahia Blanca Type, reasonably clean and weighing not
less than 61% lbs.

GRADE D
ARGENTINE WHEAT

Rosario—Santa Fe Type, reasonably clean, and weigh-
ing not less than 5814 lbs.

WHEAT OF GRADE A is tenderable at Contract price

WHEAT OF GRADE B is tenderable with an allowance
to buyer of 2d. per cental.

WHEAT OF GRADE C is tenderable with an allowance
to buyer of 4d. per cental.

WHEAT OF GRADE D is tenderable with an allowance
to buyer of 53%d. per cental.

WHEAT at time of Grading must weigh per imperial
bushel as hereinbefore provided.

AMERICAN WHEAT must be Wheat grown East of
the Rocky Mountains in the United States of North
America and/or Canada except where otherwise
provided.

[ 151}
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The deflnitions (on the contract forms) of the
four grades of wheat established under the origi-
nal graded wheat contract were supplemented by
grading rules adopted at the same time, as follows:

No wheat shall be graded which, in the opinion of
the Committee, has any defect which would render it
unsuitable for general milling purposes.

Grade A shall be practically free from f{rosted,
sprouted, and heated grains, and entirely free from
smut.

Grade B shalli be reasonably free from smut and
frosted, sprouted or heated grains, but the word “rea-

WHEAT FUTURES PRICES AND TRADING AT LIVERPOOL SINCE 1836

sonably” shall not be constrned as admitting more
than occasional smutted, frosted, sprouted or heated
grains.

Grade C—When the minimum weight for each de-
scription is barely exceeded, only occasional smutted,
frosted, sprouted or heated grains shall be admitted,
but in proportion to the improvement in weight and
other requirements, a somewhat larger quantity of
smutted, frosted, sprouted or heated grains may be
admitted. ]

Grade D shall be judged on similar definitions to
those of Grade C, but the causes leading to inferiority
in weight shall be taken into consjderation.t

B. PRESENT FUTURE DELIVERY CONTRACT

Below is shown the text of one of the contract
forms used at Liverpool since 1934 for recording
purchases and sales of wheat for future delivery.
This differs from the form shown above not only
in the terms of the contract, but also in the re-
spects that it is a form used by the seller in a
transaction between members making the con-
tract in their own names.

[Facel

THE LIVERPOOL CORN TRADE ASSOCIATION,
LIMITED

Future DELIVERY CONTRACT—WHEAT

Liverpool..........ccviveenen 19....
We have this day SOLD to............
on the terms of the Printed Rules of the LiverrooL
Conx TRADE AsSSoCIATION, LIMITED,........... Load(s),
SaY . ovens versnasanaLOad(s), Wheat at.............
per 100 Ibs. (each Load representing about 4,800 Cen-
tals), as endorsed her¢on, subject to mutual allow-
ances for superiority or inferiority as fixed by the
Grading Committee, but not exceeding threepence per
cental for superiority or one penny per cental for in-
feriority, to be delivered during..... e eearaaraseneas
ex store in Liverpool, or, at Seller's optlon, ex the
Grain Stores of the Manchester Ship Canal Company
at the Manchester Docks, or ex store in Birkenhead
and, if in Birkenhead, then at an allowance to the
Buyer of one halfpenny per Cental.

The Certiflcate of the Grading Committee shall ae-
company the tender of the Goods, and as between
Buyer and Seller shall be final as to grade, and as
between them shall not be affected by the result of any
review of the Certificate under the provisions of the
Bye-Laws as to grading,

‘The Wheat at time of tender to be in fair merchant-
able condition (a slight dry warmth not to be objected
to).

In the case of Wheat tendered in Liverpool or
Birkenhead payment shall be made within two busi-
neas days from the date of tender, and in the case of
‘Wheat tendered in Manchester within three business
days thereof, by nett cash, or by deposit made in ac-
cordance with the Clearing House Regulations, in ex-
change for a transfer order or orders.

This Contract is made betiveen gourselves and onr-
selves and not by or with any person, whether disclosed
or not, on whose instructions or for whose benefit the
same may have been entered info.

In force for deliveries on and after
1st March, 1834, Copyright.

Sold only at the OfMces of the
Assoclation.

3 Corn Trade News, April 17, 1903, p. 1081.

Ra R aa s s n s

[Endorsement]

This Contract was made on the date specified, and
within the business hours fixed by the Liverpool Corn
Trade Association, Limited.

[Back]
AMERICAN RED WHEAT.

SeaiNG Waeat. If of the type known as Manitoba, basis
of weight 60 Ibs,

If of the type known as Northern (grown in the
United States), basis of weight 60 Ibs,

Any other type of Spring Wheat basis of weight
60 lbs.

Sorr WinTER WHEAT, free from garlic, basis of weight
61 lbs.

Hanp WiNTER WHEAT, basis of weight, 6014 1bs.

ARGENTINE WHEAT.
Basis of weight 60% lbs.

AUSTRALIAN WHEAT.
Basis of weight 6014 lbs.

No Wheat shall be graded which, in the opinion of
the Grading Committee, has any defect which would
render it unsuitable for general milling purposes.

Subject always to this proviso, basis Wheat may con-
tain some heated, sprouted, frosted, and/or smutted
grains, and a proportionately increased quantity
may be allowed if warranted by an improvement in
weight or in other respects.

No Wheat weighing more than one pound per imperial
bushel under the basis weight shall be graded.

No Wheat which complies with the weight require-
ments shall be refected on account of the presence
of heated, sprouted, frosted and/or smutted grains
or other defects if, in the opinion of the Grading
Committee, it is not more than one penny per cental
inferior to basis quality.

The allowances, if any, shall be in gradations of not
less than one halfpenny per cental.

The basis of weight as hereinbefore provided is per
imperial bushel at time of grading,

Spring Wheats must be reasonably hard of their re-
spective types, and all descriptions of Wheat must
be reasonably clean of their respective types.

American Red Wheat must be Wheat grown East of the
Rocky Mountains in the United States of North
America and/or Canada, except where otherwise
provided.
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TapLE .—PRicES or LIVERPOOL WHEAT Fururins, MonNTHLY, 1886-1938*
(Shillings and pence per 160 lba.)
A. CALFFORNIAN WHEAT FUTURES®
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June..cevinrt virenn [ eevenn |6 208 (B 20.2[8208| .o | aaeens l'r BT 2407 2B i | enans 8 3018 57| ..cuu.
July ceeanned] cenien ] eesn ol [T 20T 21T 2.0 seiiin | aaiies T 81(%7 4% |Y BoO eees (818 1.8 Ll
AuBueivinne covnne | vinnie [ avennn [T O1BEY 1B .. o | T 787 868 ... cesirs | weeree |8 8.6 |8 BE
Bept. seaf veevee ] wserin | araean [T O1BET B caanen vaeew caan | T 4T|T 61| ..., PR .|8 95.¢|8 0.7
[ 07,1 S 2.0 28|77 86|7 65| ...... T BE(T 6.6 98] . 8 8.4(8B 0.7
NOVeeiioninn 16| veaee 7T 22|77 687 8.1 wiveer | ciinns L 11 ) I D A (MM IO .8 .0
Dot covvenas| T 22T 18| ... veeres [T 88| T TL|T BB iiin | wenann T se|8WO] ...... e | B 821
B. "AMERICAN RED™ AND “GRADED RED"” WHEAT FUuTURERS®
1801 1808 1808
Month

5. RN
MAT. . iiieen
ADPriiaiiins
May........
JUOO. . aaraas
July ...
Aug....
Bept. ..
1] TN
Nov..iiivuae

Yy Y rYyy R
Bosmamoani
ORHMAS D

I

* Averages of daily closing prices on all trading days of each month; sources as indieated for corresponding periods
In Tables 11, III, and IV, When regular trading in one future continued through less than a full month, az many as three
missing quotations have been supplied by interpolation to obtain an average for the month (interpolation on basis of
quotations for adjacent future, assuming constant spread), In the early years, there was trading in many delivery months
not here represented (see p. 145).

* Trading continued inte Octoher 1834, but this futurs » “American Red,” 1891-1903; "Graded Red” from 1903,
dropped to minor importance after 1891,
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TABLE L-.Continued
B. “AMERICAN RED" AND “GrapED RED” WHEAT FuTuREs (Confinued)
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¢ Including duty of 8d. per 112 lbs. on contracts expiring

Aug. 1, 1002—July 81, 1803,

¢« July 1907 and later contracts, basis *“new contract”

as on “American Red"” basis, here shown, but both duty
(see pp. 147-48).

pald {see pp. 145, 148-49).

4 These and later futures, ex-duty and basis “Grade A™;
July, 1903 contracts were traded on “Grade A™ basis as well
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TaBLe I—Continued
B. “AMERICAN RED” AND “GRADED RED” WuEAT FyuTumes (Confinued)
1909 ' 1510 1,1
Month
Mar. May July | Bept. | Dee. Mar. May July Oct. Dec. Mar, May July Oct, Dee.
Jene o] 7T T4|T 8.8
Fab, . uereeo 7 104 | 7 107
8§ 28 B 2.8 T 10.8
8 9.4 8 4.3
.2 B b5.5
B 6.6
8 11
T 72 8 1.1
T 6.4 7T
Ty
15 NN IS
T 8B cicinr ) verans

1012
Month
Mar, May | July Oct.
7T T
7 6.3
7 6.0
7 8.2
7 &Y
Bept. cviinsef veaes T 8.0
Octy vvuevnaad T T, 7 10.0
Nova.wrnadd T 4L
Det. ......as T 88| T BI| wveers | wrenns
C. “GrapEp® WaRAT FyTURES!
1021 1022
Month
Mar, May July | Oct. Dec. Mar. May | July | Sept. | Dec.
11 21
10 4.8
10 4.9
71| 9 48
78| 0 24
...... P 0.0
...... 10 4.8
| T 10 6.8
I
1024 1026 1926

Month

Mar. May . July | Oct. Dae. Mar. ' May : July | Oct. Dec. | Mar. May ; July | Oct. Dee,

1L}  SURURN
3.1 S

S8eounm
BB D D et

seyren

B 1.0 . . . X venan |10 4] L

7 The Liverpool future deserved technicnlly to be colled  from the designation, nor were tenders of Australian wheat
merely & “Gruded” rother then wm "Graded Red" wheat fu-  large enough to make the older designation inappropriate in
ture from 1%10, when Australian wheat was made tender- frct, until after 1914 (see text, p. 148, and note a to tahu-
able on futures contracta. The term “red”™ was not dropped  lation, p. 144).
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Tasre I.—Concluded
C. "GRADED"” WaHEAT Furunes (Confinued)
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# May 1933 and later contracts, basis duty, if any, paid by seller; quotations on March 1933 contracts availlable also on

this basls (see pp. 177-78),
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TasLe II—PricES oF CALIFORNIAN WHEAT FuTuaeSs AND INTER-OPTION SpreaDS AT Livenroor, WEERKLY, 1886-1801*
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* Weckly avernges of daily closing prices in shillings and pence per 100 lbs.; May 7, 1880 through 1888, from Chicago Dally Trade Bulletin; and lhemﬂel". from Bropmhall's
Corn Trade News. Trading in the Californlan futures continued into October 1898, but dropped to minor importance soon after introduction of the American Red Wheat future
in August 1801 (pp. 143-44).
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¢ No quotations avallable for week endlng June 2, 1888.
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TasLE III.—PnicES OF “AMERICAN REp” AND “GrApEp RED” WHEAT FUTURES AND INTER-OPTION SPREADS AT LIVERPOOL, WEEKLY, 1891-1914*

. Prices Bpreads Pricea Byreads
Week Weoek
ending Mar—~ | May- | July= | Oct.— | Dec.— ending Mar.— | May— | July— | Oct— | Dee—
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4 S L P e [ . 19....] T 007 7.83[T 58| .uvvei | ovvunn —RBT ] 2T | i ] cviiin | senien
- P P [ o sevaes | wevann | mnanns 28....|7T 0.0|7T BB[|T 44| ..iiii ]| oeal —8.2 | 34 | ceiin | avenee | veaeen
F.Y o) A TP T BETTTTT T INTTT OO (i R Apr. 2... (A B A Y N [N R e B ¥ IR U I
[ PO T YTV IR (R R 8... T 27T 10 coivii ] wvvnea | eeeens | LT | ciiiid | ciiiin | oseneas
| |- TOUON T BETTYTTY Ot ECRSORE IUURUE RN R ERPUUI RN R 18... T 267 13| cocoi ] wiieen | vecni ] =B | viraii | avieen | oaeenen
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May 2....1 ceeece | veven | vnamin | sienie boaein 80... 7T 10T B eeiiin| ceeenn b il =B ] it ]| e
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16... evsve | amesun P T T 2(6 119 | covvn ] vivene | semeen ] =B | ciiiii | sievin | enenns
23. wrrve | wvawns | sewsen | seneen B 9806 10.B| .ovuun | cvcann | comeen ] A0 | i | eeiin b oaieeen
| PO R BETTTY T PP R R, 6 908 101 | ..oonn ] sereen ] oeeeii b+ 1 | iiiin | seiier | oeeees .
Jupe 6....] ..l seeeea | oaen P R T L/ 20 1 3% U IO PTOTTONS IR PRI RN R
b £ R e I P . R B 108 coveei | vennin | veeana ] siiiin | ovieiad ] veees .-
- R R [PPPIR PPTOTI IR TR I I R BT [ LR I R DT I e S . 2 IR
R IE T (R e T TP T I e EETTTI I IS S -7 | 2 PR [ TR B ) Ut S I RO
........................ July ¢ 9.2 FRp— armaan arsene
........... [ R ver 39|06 9.2 + .3 R
...... P R T8]6 1.5 + .2 TN
............................... 86|86 9.0 + .4
- s en FOTTUE B  ETTT T e e BT R 78|68 8.0 + .2 [ ouaes
.......... 4a aareer avruea seneer [ Aug. 6 7.5|86 8.0 + .6 wenmie
...... feven B8 4 6.d|6 T4 +1.0
........ T3|8 T.4 nee 40|06 b&.2 +1.2
...... R E.8|8 6.5 2016 35 +1.6
...... verene 248 85 avees |[Bept. 3 186 3.4 +1.6 [
N IR RO T 8017 W08 ..oovi | wovecn | weenee | 418 | ..., Hi6 2.6 +2.0 | ......
8 1.0 .oooii e 71078 .2 +1.7 .. 216 2.2 +2.0 | oisas
48 88| ...... trreea 8 118 2.2 +1.7 . 0|8 20 +2.0 | ...
]88 82| ...... LT 1Y 1.3 +1.90 (| Oct. ‘e g6 29 +2.%2 | ...,
B 58| .vvee | veinne 8 2018 4.0 +1.6 » RARE:A! +2.4 | ...l
g8 T2 ... . 8. 48(8 &5 +1.7 ‘e 1.0(6 8.3 +1.4 | ....0s
48 62| ...... 8 888 4.7 +1.6 22.,. 1.6|6 2.6 +1.1 | ...
d8 &1 ...... aesd |B 4208 4.8 +1.6 9....16 26 ns(6 .2 + 9 +2.4
B 7.8 P S e 8 6.6 +1.2 || Nov. 5....16 1.6(8 5 10.7 +2.9
8 104 ciln ] aeeae. seveen |8 0.4 +1.0 12....}]6 21 |8 6 11.0 8.1
8 BB ciecsn | werean aeseas [ B 7B + .7 19,...{6 20|60 f 10.8 3.1
8 8618 B9 .iiici | seann. 8 8.5 +2.1 2%....§16 16|86 5 10.8 3.8
J8 7618 8.2 . |8 B0 +2.8 |[Dee. 8...|6 .6(6 5 9.4 3 8.2
B8 8.0|8 B4 .ooovi | aiainn 3 5.9 +2.1 10....| 5 11.4 |8 5 8.8 +1.8 B
8 58 |8 6.8 ees |3 8.8 +2.2 17....] 5 10.3 | & 5 7.8 +1.8
8 53|88 5.8 ciaess |8 BB +1.4 24....| 5 9415H 5 0.8 +1.3
81. 6 11.4|8 5 8.8 +2.0

* Weekly averages of daily closing prices in shillings and pence per 100 lbs., from Breomhall’s Corn Trade News. “American Red” future, 1891-1903; *“Graded,” from 1903.
Technically the latter was not purely a red wheat future from 1910, but see Table I, footnote f.
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TanLE 1II.-Continued

Prices 8preads Prices Bproads
Weak - Woek
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* Duty of 2.68d. per 100 Ibs, subtracted from price of July future.
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TasLE IV.—PRrices oP “GRADED WHEAT FUuTURES” AND INTER-OPTION SPREADS AT LIVERPOOL, WEEKLY, 1921-1938*

Prices Bpreads Prices 8preads
Week Week
ending Mar.— | May— | July- | Oct.— | Dec— ending Mar.- | May- | July— | SBept.— | Dec.—
Mar. May July Oct. Dee. May dJuly Oct, Dec. Mar. Mar. May July Sept. Dec. May July Sept. Dec. Mar.
1921 1922

Jan. B....] ...... [ [ .1« T S R | I R B —3.4 o
18...0] cvvcie | cuimsne | evnvea | ariven 14.... 8.4 ..... . AR TTPT —4.2 | ciiier | cnrrie | snasen | seeena
2eit] aeaans e | avuves | avaaes 21.. 8.6 ...... caraan | ervens 4.8 ] veener | erneen | o aimers | seanea
BOii] sivane | senman | wersnn | avanes 28.. L8| I e T —4.2 | seivan | o ceeenn | erniee | veaeas
Peb. 5....] cccoii | cnvree | civnen | wenins Fab. 4.. W0 8.2 .o b e [ eeeees B 2. I IO R IR R
) b S ST Ut RO R 11... 10 11.4] sovave ] venvns [ aennas e E T T T s
L e e VT 18.. FUA 3 | R e BT —8B.2 [ iiiin | cviees ] osiemen [ reenes
26.... fisaas 25,. R | TR P I =BT | ceiie | veriin | ovesaes | senaes
Mar. 5.... veaas N Mar., 4. 12 3.8 ...... veven | wvinen |o=5.8 iees
J R e T T T (S 11.,.. 11 1.2 .....- [ —8.2 [ seieie | eerren | emecis | enieen
b L N o R R TP 18,... 5.2 ... P [ B T [T R IR R
eevers | vaveen | oevanne 25.... 4711 6.3 ...vnn | ceeeen it 2 B 2 T T ST (PO I
A TOP0S IR e . Apr. 1l.... 22011 2.8 coven | cenee | e [ R ] ] s
[ VU U S R, o | emeve 8.... 2.8/ 11 8.8] vuciie | vreean | o veneen | L0 ceiiii | wrieen | renaes

PO N IO I R 16.... 3.6/ 11 4.8 ...... P,

- TN R U I 12 3.7 22.... 8.6/ 11 9.21 ..... . rane
B0 ] e deciee | e 12 1.8 2.... 8.6/11 9911 8.9 ......| +eeneo | +LB} =80 | ioian [ aeeeas
May 7.... v e 12 6.7 May 6.... 77011 0.8 11 8.8 feeinn | .eennn | HLOE BT | .| e
... cave | envane 12 4.6 . 18.... 6.7 11 711 26 .coeeo | cennen | L0 | =BT | siiiii | eeiens
Peese| wvecei | eranee 12 4.0 20.... 9.2/11 92811 30 ...... | -eenea | O F 8.2 | iaiea | aeeans
28....] cienen PPTP 12 11.3 27.... 6.1 11 6.3 11 1.0/ ..ovivd veennn | 0| B | civeee | eeeenn
Juoe 4....] ... | .....s 14 2.0 Juoe B....] ceeeie ] seennn 1 1110 8.8 ...ooo | ceviva | veevee | BB | cavins | wnenas
b & PUUPY R T 14 2.3 10.... 10 74010 4T ovvne ] vievee | cinnis | =BT ] ciiiin ]| eeaes .
1B....f wvvv-s saves | weensa |14 T 17.... 10 5.2(10 26 ......] «oiinn | veeen | 28] it ] e
| A wevan | assans 13 11.4 u,... 10 68|10 44 ..oooi | cievee | wennne | B2 aiiiii | s
July 2.. eurenn | seanra | smsiaa 18 9.5 July 1.... 10 8.8 I0 6.0 ..cooo | vinnen | cieenn | =RB ] iivnn | reraas
[ I I I [ 13 6.8 8.... 10 10,0110 B6.1] .covaa | vvenvn | saensn | —hB | coriin | arinas
16....} woenns P N 8.2 16.... 10 8.4 10 4.0
- A wesrns | anessn 14 T.9 22.... . 4.8
80... . eresnr | seans . |14 BT 29.... 4.7 PRy
Aug. 6. coviie | senes |14 2.8 Aug. b.... 2.5 cares
*18....1 ...... vener | s 14 2.0 vees 09 Bl weiii | cenier | eeeena | —42 | .oll.
20....] eren . venes | wonsne | 14 4 BB 9 8.9 ..ooovi| viienn | veeeen | =18 ] cavens
2Teece] vveren | ue vaae 18 8.1 . LB 8 5] verven | cvvenn | wnewen [ =10 | ciieen
Bept. 8....] ...... | .. rane 13 0.8 E Sapt. 368 & T eein | serrne | venena | =28 | weune.
0.0 ...... thraen 14 1.0 . . 4.0 3 P e BETTTIN Y B Tt B
17... P tranbe 18 11.9 . . 5.7 . teraee
... veare | wsenns 18 B.5 . easas 10.8) . PPN
Oct. 1... 12 11.1 . verenn [ %] e e BT T T T
8.. I1 10.8 11.8 + .2 [{Qct. 7....] 9 4.0} 0 2.2 9 8 - 2.2
16.. PP I i G .| O e IR TTTTT N I + .5 «.. 9 6.2 9 3.8 g 8.2 —2.6 — 2.0
22.. PP I ) I | PO e TP S T 21.. g 8t 9® 6.0 10 .8 —81 - 4.7
2, 10 48] .c.oovi | wvnian | verren | arrens - .0 28....| 9 85 8 B.9 10 .8 —2.8 — 4.1
Nov. 5. cesene |10 .9 verer | — .8 ([Nov. d....] 9 9.2/ 8 85 10 41 —.7 — 8.9
12... B STTTTH I [ X | R R P S .| —8.4 11.. 9 8.8 9 6.2 10 2.4 —2.0 - 5.6

18... B aer 10 28] soviee | orviian | siiins | ovnaeas —i.2 18.. 9 10.7 & 7.8 10 5.8 —3.1 - 7.1
26... . o [10 B.2] ciiann [ oeenien | cineie | enaens -2.6 25....| 9 8.1 9 4.8 10 6.9] —1.8 —10.8
Dec. 3... B T 10 1.7 cveien P —83.6 ||Dec. 2....|] & 90/ 8 8.3 16 5.6 —38.6 — 78
10... .4 cona 10 7.0] covnni b oeerian | siiiii | wevans —8.6 g....| 9 9.5 & 8.1 10 4.8 —3.4 — 78
b 1 JUU I T S | EEOU B BETTTTTNN ST YO R R N R 18....] 9 108 8 7.4 10 4.6 —8.4 — 6.8

. 10 1.8 10 .8 ......] ...... . o U5 2 SEPPUOTO [N 28....{10 .5 9 9.5 10 7.4 —s8.0 - 7.1
Bl....] 10 1.2 @ 10.9] ...... ] ...... resees | —2.8 80....] 10 1.8/ 2 10.§ 10 9. —s8.2 — 7.8

* Weekly averages of dally closing prices In shilllngs and pence per 100 Ibs.; April 1921—March 1922 from Corn Trade News; April 1822—july 1922, from Daily Trade Bulle-
tn; August 1922—July 1924, from Russell’s Market News; August 192d—December 1930, from records of Chicago Board of Trade and of U.S. Grain Futures Administration,
of quotations reported by Broomhall’s New York oflice; from January 1931, from London Grain, Seed and Oil Reporter,
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TanLe IV.—Continued

Prices Bpreads Week Prices Bpreads
W o)
encf.lehkz Mar— | May— | July— | Qct.— | Dee— | ending Msar— | May- | July— | Qet— | Dec—
Mar. May July Oct. Dee. May July Qet. Dec. Mar, Mar. May July Oct. Dee. May July QOct. Dec. Mar.
1025 | 1026
Jap, %....[18 88 18 T ..o | cveein| caren- 75 U R BN ORI Jan, ¢....[12 8.6/ 12 3.7/ 12 .8 —4.8 | 3.1 | ...
10....0 13 B.20133 6.9 ....o. ) eeenn | cennen —2.3 | svienn | v boeein | 0....] 12 8.7/ 12 4612 1.5 ......| .eee.. —4.2 | —8.0 | ....
7....] 1B w1 7.8 ... ol o 2.8 | sivir | oveeee | eieen ]| aeeias 16....] 12 86/12 41 98 ......| ...... —8.2 | —2.8
ou....| 14 5.o| 14 1.3[18 1L.4) ..ovon | ceenas =87 | =19 | seeein | erenen ] aenins 28....] 12 4[11 98 11 T8 ......! .en-es —2.6 | —2.0
81....| 15 2.8 14 10.1/ 14 6.8[ ...... | .ienae 5 AR Y O S TN 80....| 11 9.2{11 8.0 11 6.8 ....oo | cevenn -1.2 [ .2
Feb. 7....|M 83 14 4013 0.3 —d.3 | =0T | ceeiii | oereein | oaeeens Feb, 6....]12 2.1} 11 1.7 11 10.4) ..ooco | aceenn —2.4 | —1.3
4.7 13 11713 1.3 —B.0 | =4 | ieeeia b oeiennn | e 1B....]11 9011 6811 54 ......| ...... —2.4 | —1.2
8.3 18 1.8 18 7.9 ~37 | =87 | o b 2.1 3311 2&n 14 ceen 14 | —1.0
8.7 14 5.8 14 2. =28 | B0 | ceveei | eerens | eeeens 2. 11 40011 2811 18| ..iii | senens —1.2 | -1.0
|14 6.8 14 2.5 15 U IR IR IR Mar, 6....[ 10 8.0 10 8.2/ 10 V.4 ......| ... +.2| —.8
113 7.6/ 13 4.6 =29 | b e 18....| 10 81]10 8.9 10 0.8 ......| ...... + .8 | + .4
12 6.3/ 12 3.4 —2.9 . e . 20.,..| 10 9.0/ 10 10.7] 10 10.8] ...... | ...... +1.7 | + .2
12 70012 B4l ......l ...... =18 | evre | evnres ef....| 10 9.2] 10 11.0j10 11.0) ...... [ ...... +1.8 0
mOTo U 62 ...l ol — .8 ] e Apr. S.... 11 12|11 8] eoiil | eeena ferenns — 4
11 9.8 11 B8 ......| sueuns i 2 PPV B 10.. 11 82011 2.0/10 68 ...... | sreeen —-1.2 | —T7.2
102 11 10.8 ... | .l N I I BT 17.. 1 6.6 11 4.8 10 81 ...... demen —.7 | —88 .
I 9.5 11 0.4 .oooon | oaiins e N R .. 11 8.8/ 11 7.6/ 10 10,1 ..oou | eorene -7 [—95 .
n 7.9 11 B2l11 .8 ... + 8| =70 e | e May 1.. 11 7811 BY 10 85 ...oo. | cureen —1.6 | —9.2 .
12 8212 8211 1.1 ... O | =81 | e 8.. 1n e 8210 9.2 ......| -t ~3.7 | —600 .
12 B.0)12 2.4/ 11 6.4 ...... B =00 .| ae .. 15.. g1 6110 80 ......| .- —68 [ —10.1 —es
12 74112 6211 76 ... | ceien. | —1.2 ) =108 | ... cer | enenen 22.. 1 7.9/11 4.0/ 16 6.0 ...... veren | —8.9 [ —10.0
...... 12 191 fe ... 29.. 1l 8.8/11 48 10 7T.5 —4.0 [ —9.3 o
...... 12 6.1 11 10.5 ...... i vvesss | wasees ||June 5.. 11 3110 6.4 verens | — BT .
verel crreea | eeaes .12 2811 7211 1.8 - T 12.. 1 6.4 10 87 — 8.7 . .
O PP 11 4.4 10 10.6) 10 7.8 —2.8 | ...... 19.. 1 1310 7.8 . 1.8 | —2.0
2 SN PPOURU I 11 4910 0.4/10 8.2 —1.2 | ....ee 26.. 11 6.2/ 10 6.8 . —1.4
DS PRV . L1 2010 8.1 10 2.9 | =82 | .. July 8.. 11 5.4) 10 4.9 . —1.0 .
e .11 4810 7.2 10 8.8 —8.8 10... 1 7110 7.1 : —-1.8 .
U P T 1 0.7, 10 11.21 10 7.4 —3.8 1. 11 5.0010 11.1 K —1.1
Y I BT 11 9.2/10 8.3/ 10 4.2 —4.1 ... 11 8.8 10 10.9 K —1.0 .
veve] crene | eeinns cevens |10 8.7/ 10 4.9 —8.8 | ...... 81.... g1 .9 . —1.0 .
VORI I EPTUT 11 3.9 10 10.2 —6.7 | ...... Aug. T.... 0 10.9 K ~1.9 .
vene] rreren | mennse | ssaaes 11 8.0 16 B.4 —6.8 | ...vu. 14... 0 9810 T ...... —1.9
- O 1 8.8 10 B e 5 A T 21....] «eeees 10 8.8/ 10 7.0 —1.8 | .cuua
JPURE RFTTTORN I BRI 11 2.7 10 8.0 —a.7 | ...... 28....] 10 6.6 10 8.4/ 10 6.7 —.7 | —1.1
T T TT Y Ty wiaes |10 10,20 10 5.2 —6.0 | ...... Sept. 4....| 10 4.5 10 7.2 10 5.6 —1.7 | —l.0
12... 10 10.6) 10 5.1 —6.4 [ ..iaes i....| 10 41 10 6.8/ 10 51| —1.1 —1.7T | —1.0
1... 2.8 ... 0 9.4 10 44 —£.0 | —2.1 18.,..| 10 6.6 10 1.3/ 10 8.8 —1.2 —8.0 | —1.7
26... 8 . 10 7.7 10 2.6 crvees | veneas —£1 | —1.8 25....] 10 7.5 n 710 9.8 —1.4 —8.4 | —1.8
Qet. 8....] & 9.5 ...... 10 8.2, ¢ IO.SF ............ —4.90 [ — .8 {|Oct. 2....] 10 8.2 11 2.8) 10 10.3| —1.4 —45 | —2.1
10.. 2 0.7 ...... . |10 48 0 0.2 L] .. .. e | 28| 4+ B 9....|] 10 7.8 11 8.4/ 10 10.5| —1.6 —5.1 | —2.6
.. 016 ...} .. 10 5.3, W .8 e | cerien | ceeens —-5.1 | — .8 16....| 10 10.0 1n 741 1.9 —20 —6.56 | —3.9
...} 10 4 ] el 10 7.210 1.9 - —5.3 | —1.5 2a.... 11 8.2 18 &4/ 11 11.8] —-2.8 —4.86 | —8.6
Bl....] 10 2.0/ 9 11.5] ...... 11 1.3 10 58] —25 | .ecoel | .enans —1.7 | —8.6 80....| 11 3.0 12 8.6( 11 1.4 —3.7 —4.2 | —8.4
Nov. 7....| 10 2.8 . 0 7.8 —2.8 Vs veseen | —B.2 |Nov. 6....] 10 11.8 veeees |11 B4| —8.4 —8.8
14....] 10 3.9 10 0.2) —2.4 | ciiioi | vinvin | eianas —6.8 15....| 11 .9 . n %3 —3.38 —8.4
1....] 10 10.5 11 3.8 =32 | _ioiii | ereven | vernns —5.3 20....| 10 8.9 . 1 41| —s6 —7.2
28.... n 79 n e —85 | ..o e | oena —4.0 27.... 10 7.8 . 11 45 —3.4 —8.7
Dee. b....| 12 4.2 12 16.3] —4.8 | +2.2 | ccever | cunnns —8.1 |Dec. 4....] 10 T4 . 11 8.4 —28 —8.0
12....] 12 8.0 19 2o —52 | —8.1 veree | weenns —6.0 11....[| 10 8.0 - n 5.8 —8.0 —0.8
19....] 12 2o 12 75| —4.0 | —28 | .oevev | vunenn —6.5 18....] 10 5.9 . 11 3.0] —2.4 —2.1
28....0 12 18] 9.2/ 11 8.8 ...oonf cenn.. —48 | =20 | | ]| el %5....] 10 6.7 10 4.4 ...... | ...... 11 3.9 —2.8 -0.2
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TABLE IV.—Continued

Pricea Bpreads Prices Spreads
Week Week
ending Mar— | May— | Juiy— | Oet— | Det.— ending Mar— | May= { July— | Oct.— | Dee—
Mar. l May | July | Oct. Dec. May Juiy Oct. . Mar Mar. May I July I Oct, Dec. May July Oct, Dec. Mar,
w21 | 1928
Jan. 1....110 4.9 10 2.6 ...... eees - T (R SUUUURY IV I Jan. 7....110 4.2/ 10 3.3/ 10 82 ..., v | — 9 | — 21
g...010 4110 1110 .& =80 | — | e | venren | eerems ....| 10 35 10 2.0/10 25 ......] ...... -9 —-a
15.... ] 10 4110 1110 1.4 =80 | + B ceiinr | werver | verans 10 8.4(10 2.8 10 8.0 ......| ...... -8 +.2
22....] 10 5.0/10 21/10 2.4 . —2.9 | + .3 10 1.9 10 1.8/ 10 2.8 .. . i
#....|]10 68 10 8210 3.8 .- —8.8 | + .6 w .0{10 .61 1.4 ... seenen + .6 + .8
Feb. G....| 10 1.1| 10 2710 4.0 . —3.4{ + .8 9102 011,810 .8 .| .e +1.1 | +1.0
12....] 10 4810 2210 2.7 . —2.6] + .5 o 11810 10010 1. ceeeee | +LE | + .6
W....]10 5710 8.0,10 3.8 . —2.7| + .6 10 1.4 10 z.1| 0 8, . +1.83 | +1.0
... 10 6310 80,10 3.4 . —3.8 | + .4 10 410 2810 4.3 ... ] ... +2.4 | 415
Mar. 6....| 10 %7.7/10 42 10 4.1 | . 85| —.1. 10 1.8 10 4210 5.8 ... f .eeeee +2.4 | +1.8
1w T ddw 41 . —50 ) —.3 0 2110 4.2 10 6.8 .ooeeo | ceeees | 421 | +18
19....] 10 6010 3010 2610 .0 -390 — 4 6 10 8.7 10 5.5 10 6.8 ......| ...... +18 | +1.8 ] ...,
.| 10 6710 1610 1.0 9 10.8 . —5.1 | — .8 £ 10 8210 52 10 6.8 ......| .ou.. . +1.8 | ......
Apr. 2... 8.0010 18 9 1.2 ......| .eeees —1.2 B[ e | AP T Ll 10 8.1; 10 8.110 7.4 ...... +2.0 | — .7
9... 3810 2.4 9 1.8 . —1.4 2 e | e I ML) 10 8.4 10 11.1 10 112} ...... +2.7 | + .1
18... 8710 2.5 9 1.1 . —1.2 I U O | N TOUUH R, 10 10.4, 11 1.6 11 2.4] ...... +32 | + .8
23... 6710 8810 .3 . —1.9 % 3 U RN N - TPUNN s 10 10.6° 11 2.3 11 4.4] _..... +3.7 | +2.1
... 7.5 10 5410 2.8 . —2.1 2 [ i | eree. | MY Beni] ... 10 11.8/11 3111 5.5 e +3.8 | +2.4
May 7... 11.5 10 s.si 10 s.:i . —2.7 B e | e b 22e] 10 310.5' 11 2.2 i1 4.0 ... | ...... +8.7 | +1.8
M... 1.2 10 9.0/ 10 6.4 verens | —2.2 X 78 SRUUUURRN (U | I T I R 10 87,10 9.8 1 .7 N +3.1 | 420
2l... 10.3; 10 D_ﬁi W 6.4 coeee | eeree- —.8 S 3 IR EROU " NU0! e 10 8.0 10 10.8 11 1.4 I 428 | +2.8
... 8O 1L 80111 210 108 ... —8 | —28 A || Jupe 2. ..l 10 8.5 10 11.8] ...... +2.8
Juns 4.... 11 541 31 —=.8 B e || i eees. 10 6.3 10 10.8{ 10 10.4 +4.0
... 1 4811 22 —2.8 2| 18] e 10 80010 7.8 10 8. +4.8
18, n 3011 11 -1.9 2 |l ] e 10 .2 10 5.9/10 7. +5.7
25, 11 1.3 10 11.9 —1.4 1.6 | wreea- || 80| eenas 9 11.9{ 10 5.5/ 10 7. +5.6
July 2.... 1 41 .0 — | | 0y 7] e 10 3010 7310 8 +4.8
9.... . m gen 15 =11 | e 8| ] e[ el 8 11,6/ 10 4.0/ 0 4. +4.4
18.... . S L4 eu .1 —5 | 8| e ;L] | el 9 8110 .80 1. +4.7
... . 4 .8 10 11.8; 10 11.4 — 5| —4| =7 . 9 2.6 ¢ 6.6 9 8. +4.0
80... .0; .8 .8/ 10 11.8! 10 11.6 D -2 ~.8 9 B0 .| e 9 55 8 75 .ovii| ceenin | wmenns ,
Aug. 6. . .3 10 1110 10 11.0| =11 | .ooeee ] oeens | =] —.8 940 ve | e o 4o o2 ] ] .l .
18, 1.8, R 0 271 25 |~ — B 23 cenin | weaans 811.6) 0 Bl vvi| ceirnn | enans .
20, 2.0 4 1 811 85 + 4| 15 9 14 i creenn 8 11.0; 0 .
7....|n 810 w8 1 1511 2.3 + .8 | —1.5 9 2.4 .oovn | ceinin 8 .2 9 1. .
Bept. 5....| 10 9.810 7.8 10 10.3{ 10 10.8) —2.0 | .eous | wrne + .5 —1.0 9 2.0 ... 8 113 8 . ,
w....]10 20 10 &9 10 7.9)10 9.2 +1.3 | —.2 9 4 wii| v | B 8.9 8 10, .
...l 10 6510 41 10 4.4/10 5.2 + 8| +.8 9 1.9 .| il 8 0.2 § 1. +2.1
#....| 10 &7 10 a3 10 8.8/10 4.5 +.7| +.2 9 45 ... N 8 2 9 2 +2.1
Oct. t....] 10 47 10 3.3 10 3.5 10 5.2 +1.7 | — .5 2 61 8 5.8 ..... 9 2.8 9 4.0 + .7 | ..uue. +1.1
g....[ 0 &1 10 4.0 10 5.0,10 5.1 +2.1 .0 9 49 8 52 ......| 8 45 9 48 + .8 | ...... + 1
15....| 10 5.8 10 4.4 10 3.6{10 5.6 +2.0 .0 9 8.5 9 8.7 ...... 9 45 ¢ 38] 4+ .2 ...... —.3
g2....| 10 4.2 10 2.9 10 2.2/10 4.2 +2.0 .0 ¢ 21 0 279 i il 9 2.0 0 | vevers | wrvans | werres —.2
®.. 10 1.8 10 .5 10 .10 1.8 +1.7 .0 9 48 0 4.9 ... ..l # 50 +.1 | ... ..als I — 2
Nov. 6....| 10 21/ 10 1.2 0 L7 e | 4 o 33 9 89 ...l Ll 9 88 4.2 | ..o | i + .1
%7....| 10 3.0,10 1.8 10 2.3 + .7 g 80 9 4.2 .oii| ceiiae 0 B8 + .8 | cevers | ceinnn | eennns + .8
19....} 10 4.2, 10 2.9 10 4.4 —.2 o 43 9 47 .ciii| veenen 0 85 + .4 ... + .8
2....| 10 4.9 10 8.7 10 5.5 - .6 o 8.0 o0 338 ... 2 22 4+ 8| vevers | v | s + .8
Dec. 8....|10 4110 8.2 0 4.5 -4 9 1.7 9 2.4 9 8.4 o 6 +.7| 410 +1.2
10....| 10 &0 10 3.8 0 4.5 — .5 ® 1.8 9 2.6 9 38 o 4 + 8| 418 | ] el +1.5
17....| 10 3.0 10 2.4 10 3.8 — .8 9 1.9 0 29 9 4.3 8 1T +1.0 | +1d | i | oeies o] o422
%....[10 28 10 21 10 4.3 —1.5 ¢ 1.8 9 25 8 4.1 8 114 +.8| 418 | civn | euenn. +2.2
5 10 8.4/ 10 2.4 10 6.8 —2.8
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¢ “New"” March and May.

¢¢0ld contract,” buyer paying duty, if any.
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