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RECENT DEVELOPMENTS IN FUTURES TRADING
UNDER THE COMMODITY EXCHANGE ACT
By Rodger R. Kauffman, Admiiiistrator, Commodity Exchange Authority
The Commodity Exchange Act, which provides Federal regulation
of futures trading in agricultural commodities, was amended by Congress in four instances in 1954 and 1955. The Congress amended the
act to authorize the regulation of futures trading in two commodities,
wool and onions, in which futures trading has become important
within recent years. Two other amendments were designed to impleitient the regulation of futures trading in twenty-odd commodities,
some of which have had futures markete for nearly 100 years.
Eecent regulatory work of the Commodity Exchange Authority,
which administers the Commodity Exchange Act, involves such older
markets as the Chicago Board of Trade and the New York Cotton
Exchange. These exchanges have conducted large futures markets
in grains and cotton, respectively, since the 1860's and 1870's. In contrast, the development of regulation for soybean futures over the past
few years has concerned a market which did not come into existence
until 1936, but which has recently attracted a greater volume of trading than wheat or corn. In 1955 the major market analysis project
of the Commodity Exchange Authority involved the New York potato
futures market, which has become important over the past 4 years.
The first regulatory requirements applicable to onion futures became
effective in September 1955.
As these recent activities may indicate, the regulation of futures
trading is concerned with many new marketing situations and problems. A basic function of futures trading which is being utilized
in meeting the changing needs of agricultural marketing is that of
providing adequate facilities for ^'hedging." Hedging is the balancing of price risks in commodity inventories and requirements against
opposite price risks in the futures markets. Merchants, processors,
and farmers' cooperative associations make hedging sales in futures
to offset or reduce price risks on stocks of commodities, or make hedging purchases in futures to reduce price risks on forward commitments
to deliver commodities or commodity products.
In grains and cotton, hedging by merchandisers and processors is
of such importance that their aggregate holdings in the respective
futures markets tend to rise and fall seasonally, as crops are harvested
and move from farms into marketing and distribution channels. In
the futures markets of more recent origin also, such as those for soybeans and soybean oil, the character of the hedging facilities afforded
is a factor of importance to merchandisers and processors of the
physical commodities.
The opportunity for commodity firms and farmer cooperatives to
reduce price risks through hedging is afforded by a substantial volume
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of futures trading, in which speculation plays an important part.
Speculative trading provides the means for shifting price risks from
hedgers who handle the actual commodity to those willing to assume
such risks. Speculation provides the market volume and liquidity
necessary for the continuous recording of prices and the speedy execution of orders.
The very nature of speculation, however, makes the futures markets
susceptible to manipulative attempts and other abusive and undesirable practices. In the ever-present conflict of interest between the
''longs" and the "shorts,'' one or more large traders may attempt to
move the market, artificially if necessary, in the direction favorable
to the trader or group concerned. Any distortion of prices resulting
in quotations which do not reflect true supply and demand impairs
the usefulness of the market. If carried far enough, arbitrary practices maty make a futuresmarket not only useless but actually harmful
to legitimate interests.
Basic provisions of the present Commodity Exchange Act were
enacted m 1922, when the Congress conferred limited authority to
regulate futures trading in grains only. By amendments enacted
m 1936, the regulatory provisions were strengthened and extended
to cotton, millfeeds, butter, eggs, potatoes, and rice. By amendment
m 1938, wool tops were added; in 1940, soybeans, fats and oils, oil
meals, peanuts, and cottonseed; in 1954, wool; and in 1955, onions.

Regulatoi7 Objectives and Fun
^ The objective of the Commodity Exchange Authority in administering the Commodity Exchange Act is to maintain fair and honest
practices m the futures markets. Regulation is not directed to the
restrictioji or hampering of legitimate trading, but to the protection
of the public interest by safeguards against price manipulation and unfair trading practices.
Over the years futures-trading regulation has been developed gradually and conservatively, in a way that is typically American. Federal powers have been kept separate from the field of market organization and operation which is reserved to the exchanges. Commodity
exchanges in the United States are self-managed institutions. Under
the Commodity Exchange Act the Federal Government has no power
to say who shall or shall not become a member or officer of an exchange ;
no Federal official sits on the governing board ; nor does the Federal
Government write exchange rules and regulations.
Instead of seeking to manage or control commodity exchanges, Federal regulation has as its objective the maintenance of fair and competitive market practices through the enforcement of certain specified
regulatory requirements applicable to trading.
These specific objectives include the prevention of price manipulation and market corners, and prevention also of the dissemination
of false and misleading crop and market information to affect prices.
Other important objectives of the Commodity Exchange Act are to
protect hedgers and other traders against cheating, fraud, and manipulative practices in commodity transactions, and to safeguard
traders' margin funds and equities against improper brokerage practices. The act is also designed to assure membership privileges on
contract markets to farmers' cooperative marketing and purchasing

associationSj and to provide the public with basic information and
data on futures-market trading operations and conditions.
The major functions of the Commodity Exchange Authority for
the accomplishment of these objectives are authorized by the Commodity Exchange Act and the rules and regulations issued thereunder.
They include the following :
Market Ucensing.
Broker registration.
Audits of commodity brokerage firms.
Trading surveillance and market an-

Enforcement of speculative limits.
Investigations and compliance activities»
Special market surveys and reports.
Publication of market information.

Market Licensing
The market licensing work of the Commodity Exchange Authority involves the designation of commodity exchanges as "contract
markets," and the examination of the bylaws, rules, regulations, and
resolutions of such markets, to determine compliance with statutory
requirements. Exchanges designated as contract markets must conform to certain standards, including those governing market location,
facilities and conditions that will fairly reflect commodity values, and
requirements relating to the inspection of commodities, the delivery
of commodities on futures contracts, the keeping of market records,
and the prevention of price manipulation.
Following is a list of the 17 exchanges currently designated as contract markets, and the 22 commodities in which there was futures trading in 1955 subject to regulation under the Commodity Exchange Act.
The listing reflects three relatively recent designations. The Wool
Associates of the New York Cotton Exchange was designated as a
contract market for wool, effective October 27, 1954, following an
amendment by the 83d Congress bringing the commodity under the
Commodity Exchange Act. The Chicago Mercantile Exchange and
the New York Mercantile Exchange were designated as contract markets for onions, effective September 24, 1955. Eegulation of trading
in the latter commodity was authorized by an amendment enacted by
the 84th Congress.
MARKKT

Chicago Board of Trade

EEGULATED COMMODITY

„___^____ Wheat, corn, oats, rye, soybeans, lard,
cotton, cottonseed oil, soybean oil,
grain sorghums, soybean meal
Chicago Mercantile Exchange——^—^ Butter, eggs, potatoes, onions
Chicago Open Board of Trade—
— Wheat, corn, oats, rye, soybeans
Duluth Board of Trade
— (No trading in 1955)
Kansas City Board of Trade——_—— Wheat, corn, bran, shorts, middlings,
grain sorghums
Memphis Board of Trade Clearing
Association-—
^— Cottonseed meal, soybean meal, soybeans
Milwaukee Grain Exchange
Wheat, corn, oats, rye
Minneapolis Grain Exchange.
Wheat, oats, rye, soybeans, fiaxseed
Hew Orleans Cotton Exchange.——— Cotton
New York Cotton Exchange
_— Cotton
New York Mercantile Exchange
Potatoes, onions
New York Produce Exchange—
Cottonseed oil, soybean oil
Portland Grain Exchange—
(No trading in 1955)
St. Louis Merchants' Exchange—^—_ (No trading in 1955)
San Francisco Grain Exchange^
—- (No trading in 1955)
Seattle Grain Exchange—_
___— Wheat
Wool Associates of the New York
Cotton Exchange—^
—— Wool, wool

Broker Registration
Under the Commodity Exchange Act, commodity brokers engaged
in soliciting or accepting orders for the purchase or sale of commodity
futures on a contract market aie required to register each year as
futures commission merchants. Floor brokers, who are engaged in
the execution of customers' orders on the floor of an exchange, are
also required to register annually.
The registration of brokers involves the examination by the Commodity Exchange Authority of applications for registration, the review of financial statements submitted by futures commission
merchants, the collection of registration fees for deposit in the United
States Treasury, and the issuance of registration certificates.
The registrations in the fiscal year ended June 30, 1955, involved
a somewhat increased number of applicants as compared with the
previous year. The number of persons registered as floor brokers on
exchanges was 883 in the year ended June 30,1955, compared with 851
in the preceding year. The number of futures commission merchants
registered was 620, compared with 623. The number of principal and
branch offices of futures commission merchants covered by such
registrations as of June 30, 1955, was 1,886, compared with 1,864 one
year earlier.
Changes in the fees applicable to the registration of futures commission merchants and floor brokers were authorized in 1955, following
an amendment to the Commodity Exchange Act enacted by the 84th
Congress, approved August 5. The amendment repealed the 1936
provision of the act which specified a maximum fee of $10 for the
annual registration of a futures commission merchant or a floor broker,
and provided instead that reasonable fees and charges may be fixed
from time to time. The purpose of this amendment was to conform
to the expressed view of Congress that, in general, Federal agencies
should recover to the Federal Treasury the cost of special services,
including registration and licensing. Eeceipts from fees and charges
under the $10 maximum were not sufficient to cover the cost of registration activities under the act. On October 12, 1955, a regulation was
issued under the amended law prescribing fees as follows: registration of a futures commission merchant, $25 ; floor broker, $15 ; duplicate registration certificate, $2. The revised fees were made applicable
to registrations for the period beginning January 1, 1956.

Audits of Brol(erage Firms
Another continuing regulatory activity by the Commodity Exchange Authority is that of auditing brokerage firms to insure "trust
fund" treatment of traders' funds, and prevent the misuse of such
funds. CEA accountants made 577 audits during the year ended June
30, 1955, The audits in the 1954-&5 fiscar year covered the greater
proportion of futures commission merchants registered under the
act, and particularly the larger firms, although the number of audits
was somewhat smaller than in the previous year. The audits during
the fiscal year ended June 30, 1955, covered the commodity accounts
of 31,281 customers of brokerage firms with an aggregate of

$123,274,847.39 to their credit. The corresponding figures reflected
by the audits of the previous year were 33,231 customers' accounts,
and $125,657,897.74 of customers'funds.
As shown by the preceding figures, the number of customers
accounts covered by the audits reflected a decrease in the fiscal year
ended June 30,1955, as compared with the 1953-54 fiscal year. Audits
in the period July through December 1955, as compared with the corresponding period 1 year earlier, also showed a decrease in number
of customers^ accounts, and in the amount of customers' margin funds
and equities.

Market Surveillance and Analysis
Basic information and statistics for the supervision of trading and
analysis of market conditions are provided by the broker-and-trader
reporting system which the Commodity Exchange Authority continuously maintains.
The system comprises daily reports by exchange clearing members
providing summary data on trading and open positions cleared by
each member, by futures commission merchants providing information on the positions of their large-trader customers, and by individual
large traders themselves concerning the size and classification of their
trades and positions. Such reports are required by regulations under
the act, and are made on reporting forms provided for the purpose.
From the data in these reports the Commodity Exchange Authority
obtains information and compiles data needed for current market
supervision, analysis work, investigations, and administrative decisions. The Commodity Exchange Authority also utilizes data from
the reporting system to compile and issue futures market statistics
and reports for the information of the public, such as the daily
releases on volume of trading and open contracts in the various commodities, and the monthly statistical reports, Trade in Grain Futures
and Trade in Cotton Futures.
In the operation of the reporting system in the year ended June
30, 1955, a total of 555,776 reports was received, tabulated, summarized, and analyzed. Of these, 257,211 were daily reports from
exchange clearing members and futures commission merchants, and
298,565 were reports from individual large traders.
A number of commodity situations developed in 1954 and 1955
which required special market surveys and analysis work. Such
work was required to deal with heavy speculation in Chicago soybean
futures in the summer of 1954, and later in connection with the investigation of a large-scale attempt to manipulate soybean prices.
The results of special market analysis work and investigations in the
New York potato futures market in 1955, required by unusual speculative activity and charges of price manipulation, are summarized in
a subsequent section of this publication.
In October 1954, with the beginning of regulation of futures trading
in wool, a special survey was made of the positions of all traders in
the wool futures market- A comparable survey of all traders' positions in wool top futures was conducted simultaneously to provide
comparable information on the interrelated use of wool and wool top
futures in the marketing oí wool and wool products. With the commencement of regulation of futures trading in onions, which became
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effective September 24, 1955, the Gommodity Exchange Authority
made an initial survey and report on the composition of the onion
futures market

Enforcement of Speculative Limits
An important safeguard against unwarranted price fluctuations in
certain commodities is provided by the establishment and enforcement of "speculative limits" on transactions by large traders, such
as the 2-million-bushel limit applicable to daily trading and most
positions in wheat futures. Authority to establish such limits, as
provided by the Gommodity Exchange Act amendments of 1936, is
vested in the Commodity Exchange Commission, consisting of the
Secretary of Agriculture, the Secretary of Commerce, and the
Attorney GeneraL
Speculative limits established by the Commission applicable to
large traders in grains, soybeans, cotton, and eggs, are currently enforced by the Commodity Exchange Authority. This enforcement
work dealt with 17 instances in the year ended June 30,1965, in which
speculative limits were exceeded, compared with 28 in the preceding
year. ^ In most instances comi)liance was obtained informally by
administrative action. In two instances formal complaints and administrative proceedings looking toward the imposition of sanctions
were instituted.

investigations and Compliance Activities
- An ^obviously important phase of the regulatory work is that of
investigating apparent or possible violations of the act as indicated
by surveillance of trading, or by complaints alleging such violation
made by members of the trade and the public.
Fifty such investigations of questionable trading operations involving apparent or alleged violations were in progress during the
year ended June 30,1955. The number of investigations carried over
from the preceding year was 16 ; the number of new investigations, 34;
and the number pending at the end of the year, 9.
Of the 41 investigations completed, in 19 instances no actionable
violation was found, in 15 instances compliance was obtained through
informal administrative action or by stipulation of compliance, and
in 7 instances formal complaints were issued charging violation of the
act. A formal complaint under the act gives notice of hearing in
administrative (semijudicial) proceedings, looking toward the imposition of sanctions against those charged with violations.
The administrative proceedings during the year ended June 30,
1955, involved 7 complaints issued during the year, and 5 pending
from the previous year. The proceedings in 10 of these dockets had
been completed as of December 31, 1955, the charges in all of them
being sustained, and sanctions imposed upon the principal respondents. In none of these were the complaints withdrawn or dismissed.
In these administrative proceedings sanctions were imposed for
attempted manipulation of prices in the Chicago soybean futures market, and in two instances for price manipulation in the New York
potato futures market. In other instances, sanctions were imposed
6

for exceeding speculative limits, for improper brokerage practices in
the handling of customers' funds, for failure to file required reports on
futures operations, and for filing false reports.
In a 3 udicial proceeding under the criminal provisions of the Commodity Exchange Act, a defendant charged in a prior year with
swindling commodity customers in violation of the act was fined and
committed to prison by a Federal court.
The enforcement provisions of the Commodity Exchange Act were
strengthened in 1955 by the enactment of an amendment on June 16^
1955, granting power to subpena witnesses and records in investigations under the act. Prior to this amendment the subpena power could
be used in the enforcement of the act onlj^ following formal complaint
and the institution of administrative or j udicial proceedings.

Suppression of Price Manipulation
Futures prices are widely disseminated and utilized in the marketing and distribution of agricultural commodities. It is essential that
futures prices be based on fair and competitive trading, undisturbed
by arbitrary or manipulative practices on the part of any person or
froup in the market. A manipulated futures market operates to the
isadvantage of all legitimate market users. Distorted price relationships make effective hedging impossible. Erratic price movements, downward or upward, usually work against the interests of
both producers and consumers.
The form of price manipulation most commonly encountered is the
market "squeeze" or "corner," A large speculator or speculative group
may buy heavily in a particular future, run up the price near its expiration, and take a toll from the shorts, whether speculators or
hedgers. In addition to his holdings in the future, the manipulator
may attempt to acquire a large or controlling part of the deliverable
supply of the cash commodity in order to strengthen his hold on the
price. A manipulated upward price is usually short lived. It is likely
to occur near the end of the crop year when farmers have little to sell.
The price reaction that follows an arbitrarily induced price advance
may drive buyers from the market and contribute to depressing the
market later.
Another form of price manipulation may occur if a large speculator
or group "loads up" with heavy long positions in one future, usually
the near future, and then "unloads" on the short side in a subsequent
future. Deliveries taken on the long side in the near future may be
used to "bear" the price of the succeeding future. The price may be
driven up in the first instance, then down in the second, arousing complaints from shorts on the one hand and longs on the other. The net
effect of this type of manipulation may also contribute to depress the
price.
In the past several years price manipulation has been attempted on
a large scale in several commodities, including soybeans, eggs, oats,
and potatoes. Much of the enforcement work of the Commodity
Exchange Authority has been directed toward the suppression of such
abuses. Important decisions in administrative proceedings and in
the Federal courts have made manipulation increasingly hazardous
for the manipulator.
386350—56
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Several recent instances of large-scale attempts to manipulate prices
in commodity markets are summarized in a later section of this
publication.

Futures Trading In Potatoes
Futures trading in potatoes, which for many years constituted only
a small market, has increased greatly since 1952. Nearly all the recent
activity has been on the New York Mercantile Exchange, where the
trading is entirely in Maine-grown potatoes.
Special regulatory work was necessitated in 1955 by the unprecedented volume of speculative trading in February, March, and April,
1955, and by sharp upward and downward price movements, with
indications of large-scale manipulative activity in the market. The
project included the investigation of price manipulation, as summarized elsewhere in this report, and also an overall survey and
analysis of potato futures trading designed to provide the Maine
potato industry with comprehensive information on the functioning
of the New York market, its possibilities and limitations.
The survey showed that although New York futures prices have
been used increasingly over the past few years in the pricing of cash
Eotatoes, many members of the Maine potato industry interviewed
y the Commodity Exchange Authority expressed dissatisfaction with
futures trading on grounds of speculative losses and sharp price
fluctuations. It was found, however, that a considerable number of
Maine dealers and shippers, and some growers, have used the market
effectively for hedging—in most cases by sales of futures to offset
risks of price declines on anticipated production and on stocks of
cash potatoes.
Analysis of the market showed that in many respects futures trading in potatoes is similar to that in other futures markets. Speculative trading in potato futures accounted for a large part of the total
volume, open contracts tended to follow a seasonal pattern, and
deliveries on futures contracts amounted to only about 1 percent of
trading volume. Numerous small speculators, who bought on balance
as hedgers sold, accounted for the greater part of the long side of
the market. Large traders—25 car lots and over—predominated on
the short side,
A striking difference in potato futures, as compared with other
futures markets, has been the withdrawal of hedging positions before
the marketing of the bulk of the Maine potato crop m the late winter
and spring, leaving the market largely speculative. The futures
market has been used extensively during the planting and growing
season by dealers and growers who make hedging sales to diminish
pricerisks incident to forward contracting and the extension of credit
against anticipated production. But the hedging volume has dropped
sharply each year after harvest, although the bulk of Maine potatoes,
carrying heavy price risks, normally remains unmarketed until late
winter and spring.
With hedging participation greatly reduced in the late winter and
spring of 1955, the market became predominantly speculative at the
critical marketing period, and highly susceptible to speculative pressures and erratic price fluctuations.
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As hedging participation declined in the winter of 1954-59, large
traders' speculative positions increased. Such speculative positions,
long on balance during most of the growing season, and in the fall
about equally divided long and short, became heavily net short on
balance from December 1954: through February 1955, when potato
prices were weak. In March, April, and May, 1955, when potato
prices were higher, large traders' speculative commitments were again
about evenly divided long and short.
The trading volume in New York potato futures reached a record
200,000 carlots in the marketing year ended May 31,1955. The average
for the three seasons, 1952-53 through 1954-55, amounting to 130,000
carlots, was 10 times the average for the 7 seasons preceding. The
potato futures volume over the three seasons (1952-53 through 195455) ranged from 1 to 3 times the size of the Maine crop, compared
with a trading volume in wheat futures for approximately the same
period ranging from 3 to 4 times production, cotton 3 to 5 times, and
soybeans 11 to 22 times.
The number of traders in Kew York potato futures ranged from
1,154 on^ November 30,1954, to 725 on February 28, 1955. This compares with 4,498 traders in the major wheat futures market, in corn
4,317, oats 6,884, soybeans 4,392, and cotton 3,447—as of the dates
of the most recent surveys of these markets.
Traders in Maine and New York held the bulk of the open contracts
in potato futures in the 1954-55 season. In effect, Maine traders were
on the long side of the potato futures market and New York traders
on the short side.
The results of the Commodity Exchange Authority analysis work
and investigations in the potato futures market were published after
the close of the fiscal year in a 200-page report entitled "Futures
Trading in Potatoes, 1954-55."
The report includes a summary of the potato futures compliance
work of the Commodity Exchange Authority in the 1954-55 season^
including administrative complaints charging price manipulation or
attempted manipulation in violation of the Commodity Exchange Act,
with resultant denial of trading privileges to 13 respondents.
To supplement and bring up to date its analysis of potato futures
trading in the 1954-55 season, the Commodity Exchange Authority
made a further marketwide survey of potato futures in the early part
of the 1955-56 marketing season. This survey, as of the end of October 1955, showed that the market was smaller than 1 year earlier,
but that the composition of the market continued to reflect a substantial proportion of hedging transactions. Results of this survey
were summarized in a report entitled "Potato Futures: Survey of
Open Contracts on the New York Mercantile Exchange, October 31,^
1955."

Futures Trading in Onions
Trading in onion futures began on the Chicago Mercantile Exchange in 1942, and since 1948 has become a significant factor in onion
marketing. Trading volume has increased greatly in the past few
years, the annual volume exceeding 100,000 carlots—60 million sacks
of 50 pounds each. There were trade reports of manipulative activity
in the market, and complaints from producer and merchandising
groups.

Legislation was proposed in 1954 and in 1955 to bring onion futures
trading within the provisions of the Commodity Exchange Act. When
the legislation was being considered by the Congress, it was pointed
out by the Department that in view of the perishable nature of onions
regulation of futures trading under the Commodity Exchange Act
could not prevent the wide seasonal price swings traditional in the
marketing of the commodity. It was believed, however, that regulatory work in the market would make it possible to ascertain basic facts
on onion futures trading, and impose sanctions with respect to persons
found to have engaged in price manipulation or other unlawful
practices. An amendment to the Commodity Exchange Act to include onions was enacted by the 84th Congress, and became effective
September 24, 1955.
As one of the initial steps in onion futures regulation, the Commodity Exchange Authority made a survey of all accounts in the
Chicago and New York onion futures markets, as of September 30,
1955. The survey showed 813 traders holding futures positions in
onions on the Chicago Mercantile Exchange, as of the survey date,
and 91 on the New York Mercantile Exchange. Traders' futures
positions on the Chicago market totaled 7,088 carlots, and at New
York 885 carlots—both record levels.
On the larger Chicago market the number of traders classified as
speculators was 688, or 84.6 percent of the total, and the number of
hedgers was 125, or 15.4 percent. As in other futures markets, speculators held the greater part of the long positions in onion futures,
and hedgers the greater part of the short positions. A large proportion of all traders was located in leading onion producing areas, and
in terminal market centers important in the merchandising and
distribution of onions.
New York, the leading onion-producing State, ranked first in number of traders, with a total of 194, of whom 132 were located outside
New York City. New York traders, excluding those in New York
City, held 34.7 percent of the total long speculative positions in the
market. The Chicago terminal market accounted for the larger
part of the "hedging" commitments, resulting primarily from sales of
futures by terminal merchants and receivers to offset price risks in
cash onions.
The futures j)ositions of traders connected with onion production
and marketing accounted for the larger part of the onion futures
market. These included onion growers, shippers and dealers in growing areas, terminal market merchants and receivers, cash onion brokers, and grocer organizations. A considerable number of traders were
onion growers. While there were numerous instances of growers using
the market for hedging purposes, the aggregate of growers' positions
was predominantly speculative.
The results of the CEA's survey and analysis of the onion futures
market were summarized in a report entitled "Onion Futures: A Survey of Open Contracts on the Chicago Mercantile Exchange, September30,1955."
::
As the marketing of 1955-crop onions proceeded in the fall and
winter, relatively large supplies accumulated in Chicago, accompanied
by sharply declining onion prices and erratic fluctuations in the
Chicago futures market. The Commodity Exchange Authority made
a general investigation of this market situation, utilizing information
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and data developed from the introduction of record-keeping and reporting requirements applicable to onion futures.
On March 21, 1956, the Commodity Exchange Commission announced a public hearing to consider the establishment of speculative
limits for onion futures. At this hearing, held in Chicago on April
10, the CEA presented basic information on the development and
makeup of the onion futures market, and recommended the establishment of speculative limits for the commodity.

Commodity Futures Markets in 1954-55
In all markets and commodities in which futures trading was conducted subject to regulation under the Commodity Exchange Act, the
total volume of trading did not change greatly in the fiscal year ended
June 30, 1955, and remained relatively stable in the ensuing months
through December 1955.
Although there were price declines in some commodities, and changes
in supply and demand conditions, the total number of transactions
in regulated commodities in the year ended June 30,1955, varied only
about 1 percent from the previous fiscal year.
In grains, the total volume of trading on all markets showed a limited decrease in the 1954-55 fiscal year as compared with 1953-54. In
fats and oils there was also a decline. The volume in cotton, wool,
and wool top futures increased moderately in the 1954-55 fiscal year.
Futures activity in eggs, potatoes, and soybean meal was at record
levels.
For all regulated commodities and markets, the total number of
purchases and sales in terms of contract units was estimated at
8,385,000 in the 1954-55 fiscal year. This compared with 8,491,000
transactions in 1953-54, and an average of 7,323,000 for the 10-year
period, 1944-45 through 1953-54. Table 1 gives the estimated number of futures transactions, by commodities, in the 1953-54 and 1954-55
fiscal years.
Table 1 also shows the estimated dollar value of futures trading in
regulated commodities in 1953-54 and 1954-55. Since the dollar-value
measurement of futures activity reflects changes in price level as well
as in number of transactions, the figures tend to show greater changes
from year to year than data on number of transactions.
In 1954-55 the estimated value of trading in all regulated commodities was 38.8 billion dollars, against 42.3 billions in 1953-54,
representing a decline of 8.3 percent, but an increase of 6.6 percent
compared with the average of 36.4 billion dollars for the 10 years,
1944-45 through 1953-54.
Notwithstanding the decline in dollar value of futures trading in
regulated commodities in 1954-55, the amount was a little larger than
the value of transactions in stocks and bonds on the 15 registered
securities exchanges, which aggregated 38.0 billion dollars in the
same period. The securities value figure in the preceding year was
19.9 billion dollars.

Volume of Trading
Futures trading in grains on all markets amounted to 12.7 billion
bushels in the year ended June 30, 1955, as compared with 14.2 billions in the preceding fiscal year or a decrease of 10.6 percent.
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TABLE Í.—Estimated

number of transactions and value of futures trading
in commodities under the Commodity Exchange Act, by commodities,
years beginning July, 195S-54a^d 1M4-55
Number of transactions ^
Commodity
1953-54

Wheat_„..._._..____.
Corn_.__
>___^
Oats___
---»_____
Hye_.-._
Soybeans. __.
^^^
Flaxseed_______
„_„
Grain sorghums _______
Cotton_
WooL_____.
Wool tops._.
Butter___
Eggs..___....__.
_
Potatoes
Millfeeds. __._
Cottonseed oil
.
Soybean oil
Lard _ _
_____
Cottonseed meaL_ _ _ _ _ _
Soybean meal__ — __..._
TotaL-_._.__._.

Value of trading* (in
thousands of dollars)

1954-55

1953-54

898, 000
^31,000
42, 000

1, 852, 000
1,014,000
317,000
409,000
2, 382, 000
15,000
1, 000
1,008,000
^ 33, 000
48, 000

298,000
135,000
4, 000
29,000
157, 000
143,000
4,000
81, 000

517,000
394,000
3, 000
28,000
144,000
101,000
4,000
115,000

9, 591, 800
3, 518, 900
929,800
853, 000
16, 816, 200
55,200
1, 400
7,575,400
4 140,900
201,800
1,400
991,200
66, 800
10, 600
133, 100
600, 700
467,500
13, 300
318,000

8,480,400
3,358,200
568, 400
999,800
13, 393, 400
24, 500
2, 600
8, 654, 700
* 147, 600
218, 300
1, 100
1,378,200
289,900
8, 600
125,500
505, 200
286, 200
13, 500
381, 100

8, 491, 000

8,385,000

42, 277, 000

38,837,200

221, 000
067, 000
514,000
358, 000
480, 000
29,000

« /

1954r-55

^ Estimated number of purchases plus sales in terms of contract units.
^Estimated from monthly volume of trading on all contract markets and
average prices on principal markets.
' Less than 500.
* Regulation of wool under the Commodity Exchange Act became effective
October 27, 1954; figures for 1953-54 fiscal year, and period July 1-October 26,
1954, estimated from data obtained from the Wool Associates of the Nev? York
Cotton Exehanje.

Soybean futures, which continued to hold the major speculative
interest in the Chicago ^ain futures market, accounted for a large
part of the total grain market activity. The soybean futures volume,
frimarily on the Chicago Board of Trade, amounted to nearly 5
illion bushels in 1954-55, which was only slightly below the record
figure of the previous year.
As shown in table 2, trading in wheat futures on ail markets, including the Chicago Board of Trade, the Kansas City Board of Trade,
and the Minneapolis Grain Exchange, was slightly under 4 billion
bushels, reflecting a decrease of 16.7 percent compared with the previous year. The proportion of the total wheat volume accounted for
by the leading markets—Chicago 81.2 percent, Kansas City 8.7 percent, and Minneapolis 8.2 percent—did not change significantly from
the preceding year.
Corn futures trading, mainly at Chicago, amounted to approximately 2,213 million bushels, a decrease of 5.6 percent compared with
1953-54; oats 758 million bushels, down 38.5 percent; and rye 815
million bushels, up 12.5 percent.
Cotton futures activity in 1954r-55 recovered somewhat from the
relatively low rate of the previous year. The volume on the New
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2.—Volume ofjutures trading on all contract markets combined,
by commodities, years beginning July^ 1953-54 (ind 1954-55

TABLE

Commodity

Wheat.
Corn
Oats
Rye—
--_
Soybeans_„
Flaxseed
Grain sorghums
Cotton
Wool
Wool tops
Butter
Eggs
Potatoes
Cottonseed oil
Soybean oiL_,
Lard
.
Bran
Shorts
Cottonseed meal
Soybean meal

Unit

1,000 bushels.,
.do
-do_
.do_
-do.do
Million pounds
1,000 bales
IjOOO pounds..
do
Carlots.
do.
do_
1,000 pounds.
do
do
Tons
_-_
,-_-do
do
do

1953-54

763, 276
343, 979
232, 496
724, 630
147, 957
14, 637
158
44, 886
2 93, 732

103, 540
115
149, 163
67, 525
871, 680
711, 260
861, 920
142, 320
88, 680
216, 300
4, 054, 000

1954r-55

3, 969, 072
2, 213, 472
757, 619
815, 407
4, 962, 249
7,361
1103
50, 395
s 98, 652
119, 655
97
258, 507
197, 186
825, 180
4, 318, 500
2, 027, 320
102, 600
97,560
217, 400
5, 741, 300

Percent of
increase or
decrease
-16.7
-5.6
-38.5
4-12.5
-3.8
-49.7
+ 77.6
H-12. 3
+ 5.2
+ 15.6
-15.7
+ 73.3
+ 192.0
-5.3
-8.3
-29. 2
-27.9
+ 10.0

+.5

+41.6

1 Equivalent to 1,036,000 bushels (1953-54); 1,839,000 bushels (1954-55).
2 Data on wool prior to Oct. 27, 1954, obtained from Wool Associates of the
New York Cotton Exchange, Inc.

York, New Orleans, and Chicago markets combined amounted to 50,395,000 bales, or an increase of 12.3 percent over 1953-54. The proportions of the total volume accounted for by the three markets were
New York, 72.0 percent; New Orleans, 27.4 percent; and Chicago, 0.6
percent. These percentages did not reflect significant changes from
the preceding year. The average level of open contracts in cotton
futures showed a more substantial increase in 1954-55 than the volume
of trading. This reflected an increase in the utilization of the cotton
market for hedging purposes.
Activity in both wool and wool top futures on the New York
market increased moderately in 1954-55, the volume in wool futures
amounting to 98,652,000 pounds, an increase of 5.2 percent compared
with 1953-54, and in wool tops 119,655,000 pounds, an increase of
15,6 percent.
Egg futures trading on the Chicago Mercantile Exchange, reflecting substantially increased speculative activity and a higher average
level of hedging commitments, reached a record of 258,507 carlots, 73.3
percent above 1953-54.
Potato futures trading on the New York Mercantile Exchange was
at an alltime high of 196,610 carlots in 1954-55, representing an increase of 195.7 percent over the previous year. The period of greatest
activity was in the late winter and spring of 1955, when there was
heavy speculative trading with sharp price fluctuations.
Futures trading in soybean oil on the Chicago Board of Trade and
the New York Produce Exchange, and in cottonseed oil on the latter
exchange, showed minor decreases in 1954-55, compared with 1953-54.
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The trading volume in lard futures on the Chicago market decreased
29.2 percent as compared with the high level of activity in 1953-54.
Trading in soybean meal futures increased substantially on both
the Chicago Board of Trade and the Memphis Board of Trade Clearing Association. The trading volume for the year, which was 41.6
percent greater than in 1953-54, amounted to 5,741,300 tons, of which
the Chicago market accounted for 62.2 percent and the Memphis
market 37,8 percent. The volume in eottonseed meal futures at
Memphis continued relatively small and virtually unchanged from
the previous year.
In millfeed futures on the Kansas City Board of Trade, the volume
in bran, amounting to 102,600 tons, reflected a decrease compared with
the previous year, while the volume in shorts, amounting to 97,560
tons, was somewhat larger.

Open Contracts
Information on the character and condition of a futures market
which may not be apparent from the volume of trading may be indicated by data on open contracts. Open contracts are the purchase
and sale Gommitments of traders which have not been closed out by
offsetting transactions nor fulfilled by delivery. Oj)en contracts reflect
the commitments of speculators held open overnight or for longer
periods, and also the nonspeculative or hedging commitments made
by merchandisers and processors for the purpose of offsetting price
risks on inventories and requirements in cash commodities.
Table 3 shows in the third column the average of midmonth and
month-end open contracts by commodities for tlie years ended June
30, 1954, and June 30, 1955. The columns to the right give a breakdown of average commitments held by small (nonreporting) traders
and large (reporting) speculators and hedgers.
In most commodities there were increases in the average levels of
open contracts in 1954-55 as compared with the previous year. In
corn futures, for example, the average level of open contracts in
1954-55 was 69.4 million bushels, compared with 61.5 million in the
previous year. Other commodities reflecting increases included soybeans, cotton, woor tops, eggs, potatoes, cottonseed oil, soybean oil,
lard, cottonseed meal, soybean meal, and shorts. Wheat, oats, and
rye were among the commodities showing decreases.
In leading commodities the hedging utilization of the futures markets in 1954-55, as shown by analysis of the open contracts and related
data, was not greatly changed from the preceding year. Commodities
reflecting increased hedging commitments included corn, cotton, cottonseed oil, lard, wool tops, and eggs, while those with decreases
included wheat, oats, and rye.
In soybeans and potatoes, large speculative commitments rather
than increased hedging were the principal factor in higher open contract levels. Although soybeans continued during the year as the
leading speculative commod.ity, in the latter part of the year the
soybean volume as a proportion of total grain-market trading tended
to decline, while the proportion accounted for by wheat and corn
futures tended to increase. The substantial hedging utilization of
the wheat and corn futures markets contributed to maintain volume
in these commodities.
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Speculative and Hedging Positions
In some major commodities the aggregate positions of traders in
the year ended June 30, 1955, continued to reflect a fairly typical
futures-market pattern—small traders were long on balance for the
year and accounted for a substantial portion of the total long side,
while the hedging positions of large (reporting) merchandisers and
processors were predominantly short and accounted for a considerable
portion of the short side. The aggregate positions of large (reporting)
speculators were long on balance in 1954-55 in some commodities, and
net short in others.
Traders' commitments in wheat, corn, and cotton futures in 195á-55
reflected the typical market pattern in greater or lesser degree. In
wheat futures small traders' long commitments, as shown in table 3,.
averaged 44.9 million bushels, or 48.4 percent of total open contracts
long, and reporting traders' short hedging commitments averaged 34.1
million bushels, or 36.7 percent of total short contracts. In corn
futures, small traders' long commitments averaged 39.5 million bushels,
or 56.9 percent of total open contracts long, and reporting traders'
short hedging commitments 34.0 million bushels, or 49.0 percent of
total open contracts short. In cotton futures, small traders' long commitments averaged 1.9 million bales, or 59.4 percent of total open
contracts long, and large traders' short hedging commitments averaged 1.4 million bales, or 43.8 percent of total open contracts short.
In wool tops the basic market pattern for the year as a whole was
somewhat the same as cotton. In all four commodities large speculators were long on balance for the year as a whole.
The decrease in wheat futures open contracts in 1954-55 as compared with the preceding year reflected a reduced level of short hedging commitments of reporting merchandisers and processors. With
continued heavy impoundings of wheat under Government loan, and
prices holding relatively close to support levels, some grain firms, flour
millers, and other processors carried smaller hedgeable inventories
of cash wheat or were less inclined than in the previous year to hedge
inventories against risks of price declines. In contrast, the higher
level of average open contracts in corn futures resulted from increased
supplies of cash corn in commercial channels, and a 50-percent increase in aggregate short hedging commitments of reporting merchandisers and processors.
In cotton futures, the higher level of open contracts in 1954-55 as
compared with the preceding year reflected increased hedging by merchants and mills in reporting status. In addition to substantial hedging in cotton futures by domestic users, there was a pronounced increase in the amount of hedging commitments placed in the New York
futures market by foreign cotton firms seeking protection against
price risks in the world market.
The increased level of open contracts in soybeans in 1954-55 as
compared with 1953-54 reflected larger aggregate futures holdings of
small traders and large speculators, rather than increased hedging.
Notwithstanding large soybean production in 1954, stocks in commercial channels in the year ended June 30,1955, were considerably below
the preceding year, and short hedging commitments against such
stocks by reporting merchandisers and processors were reduced in
approximately corresponding degree.
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3,—Open contracts and commitments oj srriall {nonrepoñing) and large {reporting) iraders on all contract markets,
average of midmonth and month-endßgures, by commodities^ years beginning Julyjí953-54 ^'^^ 1954-55

TABLE

Large (reporting) traders
Commodity and year

Total
open
conti'acts

Unit

Small (nonreporting) traders
Speculative *
Long

Wheat:
1953-54
-_. _
1954-55 ___ ._ ,..
.
Corn:
1953-54_. „_____________
1954^55_.__,_
_._._
Oats:
1953-54„
_.
__,.
1954-55
___„__»
Eye:
1953-54
1954-55
,
__ .
Flaxseed:
1953-54
_,._
1954-55.„„„-^--_.-. __-__ „
Soybeans:
1953-54
„__._
195^55Cotton:
1953--54 _ ..
„..
1954-55
,
.
Wool:
1954.^55 3
„.
- _____
Wool tops:
1953-54._._
1954-55
„..

Million bushels
do

Short

Long

Short

Hedging
Long

Short

^ _„______ _

96.8
92. 8

51.8
44. 9

30.5
34. 8

33.4
33. 6

24.0
23.9

1L6
14. 3

42 3
34 1

—-_do-_.__________
.
-___.do._._„-..„___ _________

6L 5
69. 4

29,1
39.5

23. 4
19. 7

26.4
24. 9

15.6
15.7

6, 0
5.0

22. 5
34.0

--J_do_
.
_.._.do„ __..._._ _„___„„.„„.

46.1
24.9

33.0
16. 6

14,5
12.4

12. 4
7.2

10.0
4.2

LI

21. 6
8.3

_____do_____
___ ,do,_

_. .__

20.9
18. 6

17. 0
15.1

6. 5
7. 9

3.8
3.5

4.4
3.8

.1

10.0
6. 9

__._„do_.___.„„...„_________
._ .do_..„^-

.9
.5

.5

.7

.1

. 1

. 3

. 1
.1

80. 4
88.8

42.5
45. 5

35. 9
44.3

29. 4
31.1

24.1
32.4

8. 5
12.2

20. 4
12 1

2.8
3. 2

1.7
1.9

1.3
1.4

.6
.6

.4
.4

.5
.7

1. 1
L4

8.5

6. 4

42

1.3

1. 1

.8

3. 2

10.8
13.5

5. â
8.0

3.2
3.5

L8
3.0

1. 1
L7

3. 7
2.5

6.5
8.3

,

_.

do_-«_____
„ do
Million bales
-do-_.„„„„-,--.
Million pounds--__

-.-.-d0„._„_.__.
-do

^

0

Eggs:
1953-54
1954-55
Potatoes:
1953-54
1954-55
Cottonseed oil;
1953-54
1954-55
Soybean oil:
1953-54
1954^-55
Lard:
1953-54
1954^55
Bran:
1953-54
1954r-55
Shorts:
1953-54
1954-55
Cottonseed meal:
1953-54
1954-55
.
Soybean meal:
1953-54. „_.
1954^55
1
^
3
*

3.0
5.1

2.3
3.9

2.0
3. 1

.7
1.2

.8
1.2

4. 1
5.5

2.6
3.4

1.9
2.3

1.0
1.3

.5
1.3

.5
.8

1.7
1.9

59.0
69.6

24.9
27.6

11.7
9.6

20.8
32.5

13.0
16,1

13.3
9.5

34.3
43.9

_do.do.

194.6
205.4

90.3
53.7

25.6
36.9

63.0
92.6

30.6
53.9

41.3
59. 1

138. 4
114. 6

,do^
-do.

59. 1
62.3

39.5
37.6

34.9
27.0

11.7
17.6

11.9
19.3

7.9
7.1

12.3
16.0

8.2
7.1

4.2
3.6

2.8
2.6

1.9
,8

.7
. 1

2. 1
2.7

4.7
4.4

.do.do„

4.5
6. 1

3.2
2.1

2.2
2.2

,2
.2

.4
1.2

1.1
3. 8

1.9
2.7

„do.
.do.

18.3
19.5

9.6
10.3

6.9
10.3

5.4
6.5

1.4
1.9

3.3
2.7

10.0
7.3

_do„do^

257.7
381. 6

57.1
79.6

42.2
64.2

149.3
165.4

95.9
139.7

51.3
136.6

119. 6
177.7

Thousand carlots,
do
_do_do_
Million pounds.
.__„„do..-

Thousand tons_
do

Includes spreading or straddling.
Less than 50,000 bushels.
Oct. 31, 1954r~June 30, 1955, semimonthly average; figures prior to Oct. 27, 1954, not reported to CEA.
Less than 50 car lots.

,2
.8
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A marked increase in the average leveL of open contracts in egg
futures in 1954-55 was also accounted for primarily by larger aggregate positions of small traders and large speculators. Although for
the year as a whole aggregate short hedging positions of cash egg
merchants, dealers, and processors in reportmg status amounted to
only 16 percent of total short positions, such hedging commitments
covering egg storage operations in the spring and summer of 1955
were the largest in several years and figured importantly in the composition of the market during that period. As of June 30,1955, reported
short hedging commitments, amounting to 2,442 carlots, were equal
to approximately half of total cold storage holdings of shell eggs on
that date.
In the fats and oils futures markets there were moderate increases
in open contract levels in 1954-55. In the lard futures market the
aggregate hedging commitments of reporting merchandisers and processors remained at the relatively low levels to which they declined
in the previous year, and small traders and large speculators continued
to account for the bulk of commitments on both sides of the market.
In the more active soybean oil futures market the aggregate hedging
commitments of reporting merchandisers and processors continued
to account for the larger portion of the short side of the market, and
were substantial on the long side. In cottonseed oil futures, market
activity, open contract levels, and hedging participation increased
moderately in 1954-55, as large Grovernment-owned stocks of cottonseed previously overhanging the market were reduced.

Pelivçrtes
Another continuing phase oï the regulatory work of the Commodity
Exchange Authority is the survelliance of deliveries in settlement of
futures contracts. Such surveillance is a means of preventing price
disturbances or manipulation. The vast majority of futures contracts are closed out prior to' delivery by the offsetting of long and
short futures commitments. . The right to deliver or receive tliß
actual commodity in settlement of futures contracts, however, and
smooth-functioning exchange procedures and facilities to accomplish
deliveries, are basic in maintaining; futures prices which fairly reflect
the value of the commodity.
Basic data for the surveillance of deliveries are provided by the
requirement that exchange clearing members furnish the CEA with
originals or copies of all notices issued by shorts of intention to deliver.
For all regulated commodities, the number of such notices submitted
by clearing members in the year ended June 30, 1955, was 27,735,
compared with 29,170 in thé preGedihg fiscal year. Deliveries by
commodities on leading markets, for the years ended June 30, 1953,
1954, and 1955, are presented in table 4. ;

Speculative Maitiii Requirements
The amount of funds which commodity brokers must require of
their customers to finance or "margin" their trades is governed by
exchange rules which specify the minimum requirements. The
exchanges leave to member brokers the amount of margin above the
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TABLB

i.—Detweries: Contraeis settled by detivery, by commodities on selected markets^ years beginning July, 1952-5S,
195S-54, and 1954-Ö5
Commodity

Market

Deliveries

Unît
1952-^53

Wheat
„....
Do
DoCorn
Oats
Rye
Soybeans
Flaxseed^-^
Grain sorghums.
Cotton
Do
Wool__
„,Wool tops
Butter
Eggs
Potatoes
Cottonseed oil
Soybean oil
Lard
Bran
Shorts
Cottonseed meal_
Soybean meal
1 Data not available.

1,000 bushels.
Chicago Board of Trade
.do
Minneapolis Grain Exchange.do
Kansas City Board of Trade,
_do_
Chicago Board of Trade
_do.
do--.
-do_
_do.
do
_do_
..___do
Minneapolis Grain Exchange.^
Million pounds.
Kansas City Board of Trade,»
1,000 bales
New York Cotton Exchange
do
New Orleans Cotton Exchange
Wool Associates of the New York Cotton 1,000 pounds___
Exchange, Inc.
do„
.do.
CarlotsChicago Mercantile Exchange—_
do.
.____do_
^
do
New York Mercantile Exchange„
1,000 pounds.
New York Produce Exchange
do
Chicago Board of Trade
.do.do_
Tons.
Kansas City Board of Trade
.do.,
do
.do.,
Memphis Board of Trade Clearing Association.
.do..
Chicago Board of Trade

25,
3,
11,
29,
40,

079
467
051
684
550
% 452
7, 903
3, 988
101
325. 8

31. 5

1953-54
26,794
750
3,815
9,369
10, 104
13, 376
21, 648
1,673
7
335. 5
49.5

12, 488
1,318
3,104
19, 692
6,037
11, 060
16, 454
629
13
238.4
86. 9
1,020

3, 195
5
601
1,097
34, 560
65, 760
55, 200
15, 480
7,080
5,300
31, 300

1, 595
3
2,480
1,326
32, 040
25, 140
57, 000
22, 080
15, 000
12, 600
30, 400

0)
3, 560
355
1, 287
900
88, 320
69, 180
138, 160
18. 570
21, 060
1, 500
10, 100

1954^55

minimum tîiat may be required of customers, but brokers may not,
under exchange rules, handle customers' trades with smaller margins
than those specified by the exchange.
Although margins are not subject to regulation under the Commodity Exchange Act, the Commodity Exchange Authority keeps
currently informed on changes in margin requirements since speculative activity in futures may at times be affected by margin levels. If
the minimum margin requirement is lowered, speculative traders may
be inclined to increase their futures commitments. If the margin requirement is increased, speculative traders may be less inclined to
increase their conunitments.
The minimum initial customers' margins required for speculative
trading in selected commodities on leading markets as of December
30, 1955, are shown in table 6, For example, the minimum required
for wheat futures on the Chicago Board of Trade, as of December 30,
1955, was 12 cents per bushel, or $600 per contract of 5,000 bushels,
which was the equivalent of 5,7 percent of the contract price (of the
March 1956 future) on that date. For most commodities and markets
shown, the minimum speculative margins ranged from approximately
5 to 10 percent.
The lowest speculative margin requirement was 4,4 percent for cotton on the New York and New Orleans cotton exchanges. The highest
was 32.7 percent for onions on the Chicago Mercantile Exchange.
For most commodities, the speculative margin requirements as of
December 30, 1955, showed little change from 1 year earlier, and in
general continued the relatively low margin levels for speculative
trading which the exchanges have had in effect for several years.

Recent Compliance Proceedings
In most instances the records of traders and brokers in meeting
requirements under the Commodity Exchange Act are commendable,
and most of the deviations or infractions encountered in administering
the act may be corrected informally in routine or special contacts
with those concerned. When investigations point to serious and willful violations, however, forma!disciplinary proceedings are instituted.
To initiate a formal disciplinary action, evidence is submitted to
support a complaint by the Secretary of Agriculture calling for an
administrative hearing, and resulting in a decision by the judicial
officer of the Department. Evidence also may be submitted to the
Department of Justice in support of criminal prosecution in a United
States district court. Summarized below are proceedings in the
period from January 1, 1955, through December 81, 1955, dealing
with complaints charging violations of the act.

Administrative Proceedings
CEA Docket No. 54. /n r^ George Sirota CE Sons et al—^In this
administrative proceeding sanctions imposed on the several respondents by an order of ^July 31, 1953, included suspension for a period
oilO daysof the registration of George Sirota & Sons as futures commission merchant, charged with evading reporting requirements under
the Commodity Exchange Act. On August 26, 1953, the judicial
ojEcer entered an order deferring the effective date of the suspension
20

TABLE

5.—Speculative margins: Minimum initial customers^ margin required by exchanges and margin as percent of
closing price of near Jutu^re^ for specified commodities and markets, Dec. 30, 1955
Margin per—

Commodity

Wheat
Do
Do
CornOats_
Rye.-_
Soybeans_„_Flaxseed
Cotton
Do
Wool_Wool tops
Eggs
Potatoes
Onions
Cottonseed oil
Soybean oil
Lard
Bran
Shorts
Cottonseed meal
Soybean meal

Market

Unit

Bushel--Chicago Board of Trade
Kansas City Board of Trade__^- __do„-_-,__do_-_-Minneapolis Grain Exchange
-_do
Chicago Board of Trade-,,__do
_.do--___
,__do„---Minneapolis Grain Exchange^„ _. --do
Pound--^
New York Cotton Exchange
New Orleans Cotton Exchange.. .__do_
Wool Associates of tjie New- .__do____York Cotton Exchange,
.-_do_
do.
Chicago Mercantile Exchange.-. Dozen
New York Mercantile Exchange. Cwt_____
Chicago Mercantile Exchange.-. 50-lb. bag
New York Produce Exchange.-. Pound
.-_do
Chicago Board of Trade
...do
do.
Ton.__
Kansas City Board of Trade
._-.dQ_-_
--„- .--do__.
Memphis Board of Trade Clear- .--do
ing Association,
--do-Chicago Board of Trade„__^

V Figures rounded to nearest tenth of 1 percent.

Price per—

Coniract

Margin
as percent of
priced

Unit

Con»
tract

Unit

Contract

5,000 bushels...
--.-do--.-....
do
do
do
do.___._..____do-._
1,000 bushels...
100 bales
..--„do.---..
6,000 pounds--

Dollars
0. 12
. 12
. 12
. 10
.07
. 12
. 18
.25
.015
. 015
. 10

Dollars
600
600
600
500
350
600
900
250
750
750
600

Dollars
2. 10
2. 11%
2. 27%
1. 28%
.66
1. 24H
2. 40^^8
3. 35
2. 339
2.339
1.303

Dollars
10, 500
10, 594
11,388
6, 438
3, 300
6, 206
12, 019
3, 350
16,950
16, 950
7,818

Percent
5.7
5. 7
5. 3
7.8
10. 6
9.7
7.5
7.5
4,4
4.4
7.7

5,000 pounds.-_
15,000 dozen.-900 50-lb. bags_
600 50-lb. bags.
60,000 pounds.do
40,000 pounds..
120 tons
--do
100 tons

. 10
2. 035
2.533
. 50
.01
2.013
.015
6.00
6. 00
4.00

500 1. 583
.465
500
240 2.27
1.53
300
^ 140
600
2. 112
800
2. 110
600
720 36, 60
720 37. 15
400 51.75

7,915
6,975
1,022
918
8,400
6,720
4,400
4,392
4, 458
5,175

6.3
7.2
23.5
32.7
7. 1
11.9
13. 6
16.4
16. 2
7.7

5. 00

500 50. 45

5, 045

9.9

_do-

2 Figures rounded to nearest thousandth of a dollar.

in order to permit a determination as to whether the suspension should
apply also to the registration oí Sirota & Co., a partnership consisting
of the same persons as comprised the partnership of George Sirota
& Sons, with one additional partner, which had been registered during
the course of the proceeding. Hearings were reopened early in 1954;
a referee's report was subsequently filed; and a decision and order of
the judicial officer of August 29, 1955, directed that the suspension of
George Sirota & Sons as a futures commission merchant for a period of
10 days be held applicable to Sirota & Go., and to respondents George
Sirota, Norman L. Sirota, and Benjamin Sirota, collectively or individually, when operating as futures commission merchants under the
name George Sirota & Sons, Sirota & Co., or any other name. It was
provided, however, that such order should not become effective except
by supplemental order which would issue if the Sirota respondents
should be found, after notice and hearing, to have violated the act
or regulations thereunder within a period of 2 years from August 29,
1955.
CEA Docket No. 55. In re Corn Products Refining Oo,—This
administrative proceeding was initiated July 22, 1952, as a test case
to determine whether certain corn futures positions of the respondent
classed as hedging came within the definition of bona fide hedging
in the Commodity Exchange Act, and hence were exempt from the
2-milliôn bushel speculative limit, or whether such positions were
subject to such limit.
In a decision and order of December 8, 1954, the judicial officer
found that a portion of the position classified by the respondent as
a hedge was not a bona fide hedge as defined by the act, and that the
respondent, as alleged in the complaint, held a position in excess of
the 2-million bushel speculative limit. A suspension of trading
privileges for 1 day was ordered.
The decision of the judicial officer was appealed to the United States
Court of Appeals for the Second Circuit, and a stay order pending
outcome of the appeal was issued December 28,1954. The court heard
oral iirgument in the case on December 13, 1955, and the case was
pending as of December 31,1955.
CEA Docket No. 60. In re G, E. Miller <& Go. et ¿î?.—An administrative complaint and notice of hearing of September 1,1953, charged
that the respondents, acting collectively and in a uniform manner,
pursuant to an understanding or agreement, attained a dominant and
controlling long position in the December 1952 egg future on the
Chicago Mercantile Exchange, knowing that their futures holdings
greatly exceeded the stocks of deliverable eggs. The respondents then
stood for and accepted delivery, the complaint charged, withheld
deliverable cash eggs from sale, and compelled holders of short futures
contracts to cover their commitments at prices fixed by the respondents, thereby cornering the market and manipulating the price.
Motion by the respondents to dismiss the complaint was denied by
the referee on December 17, 1953, Hearings were held in Chicago
on various dates in July, November, and December, 1954, and in
February 1955. On December 1, 1955, the referee filed proposed
findings of fact, conclusions, and order sustaining the charges of
price manipulation and cornering complained of, and recommending
that sanctions against the respondents as proposed by the Government
be invoked.
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CEA. Docket No. 63. In re Myers <& Oo. et ah—^A complaint and
notice of hearing filed September 3,1904, charged respondents Myers
& Go,, A. H. Myers, Harry N. Harrison, and Glen G. Yancey, with
violations of the segregation provisions of the act, including failure
to segregate customers' funds and wrongful withdrawal of such funds
from a segregated bank account.
Bespondents Myers & Co. and A. H. Myers on January 24, 1955,
filed a stipulation in which they withdrew an answer previously filed,
adniitted jurisdictional facts, waived hearing, and consented to the
entry of an order.
A decision and order of the judicial officer of February 1,1955, imposed sanctions against respondents Myers & Go. and A. H. Myers,
effective March 3, 1955, as follows : a 10-day denial of trading privileges effective with reference to Myers & Go. and A. H. Myers, and a
10-day suspension of the registration of Myers & Go, as a futures
commission merchant with certain provisions permitting it to carry
existing positions of bona fide customers or to liquidate such positions.
The proceeding with respect to respondents Harry N. Harrison and
Glen G. Yancey was dismissed.
GEA Docket No. 65. In re Landon V, Butler et al,—A complaint
and notice of hearing signed February 4, 1955, charged the respondents with attempting to manipulate the price of soybeans and soybean
futures on the Chicago Board of Trade, and with circulating false
and misleading information on market conditions for manipulative
purposes. The respondents did not file an answer to the complaint,
and under the rules of practice such failure constituted an admission
of the facts and a waiver of hearing. The referee's report, filed May
18, 1955, recommend that the tradmg privileges of the respondents
on all contract markets be denied until further order of the Secretary
of Agriculture, and the decision and order of the judicial officer of
June 20 directed such denial, effective July 20.
CEA Docket No. 66. In re William Ludwig,—^A complaint of
March 22, 1955, charged William Ludwig, of New York City, with
exceeding daily trading and net position limits in egg futures on the
Chicago Mercantile Exchange, and filing false reports on his trading
and positions. On April 21, prior to the date set for the filing of an
answer, the respondent submitted a stipulation under the rules of
practice in which he consented to the issuance of an order, issued by
the judicial officer on May 11, 1955, directing the denial of trading
privileges on all contract markets for 30 days, beginning July 1,1955,
providing, however, that such denial should not be construed to apply
to trading in cash butter.
CEA Docket No. 67. In re Milrose Foods Co, et al.—-A. complaint
and notice of hearing, March 29, 1955, charged Milrose Foods Co.,
Milton E. Kosenberg and Ruth Rosenberg, of Pittsburgh, Pa., with
exceeding speculative position limits in egg futures on the Chicago
Mercantile Exchange, and concealing the violation by filing false
reports. Following a hearing held in Pittsburgh, Pa., on May 5,1955,
and report of the referee on June 30, the judicial officer issued an
order on December 14, directing that the trading privileges of Milrose
Foods Go. and Milton E. Rosenberg be denied for 80 days, effective
February 1,1956. The proceeding with respect to Ruth Rosenberg was
dismissed.
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CEA Docket No. 68. In re Winn dû Lo'vett Grocery Go, et cd.—^A
complaint and notice of hearing of June 3, 1955, charged that the
following respondents attempted to manipulate and depress the price
of potato futures on the New York Mercantile Exchange in May 1955 :
Winn & Lovett Grocery Co., Potato Distributors, Inc., Kwik Check
Warehouse Corp., Wadaca Plantation, Hillsborough Warehouse
Corp., Jaydee Corp., James E. Davis, A, Darius Davis, Tine W. Davis,
Bert L. Thomas, M. Austin Davis, and Francis C. ßuediger.
The complaint charged that the respondents engaged in heavy short
speculative operations in the May 1955 future, including sales on
May 19 of 400 carlots, which increased their total short position in
the May future to 1,003 carlots on that date. Their short position was
thus increased by the respondents, the complaint charged, with knowledge that they did not have and would be unable to obtain potatoes to
deliver on a major portion of the short position, and was for the purpose of forcing down the price of the May future.
The complaint also charged that for the purpose of furthering such
manipulative activity and depressing the price, the respondents disseminated false and misleading information to the effect that they
would make very large deliveries. With the expiration of the May
future, however, the respondents defaulted on delivery of 606 carlots,
the largest number of defaults ever recorded on the exchange.
The respondents waived a hearing on the complaint, and consented
to the entry of an order, issued on July 14, denying 11 of the 12 respondents all trading privileges on all contract markets, effective
August 13, 1955, until further notice. The respondent corporation,
Winn & Lovett Grocery Co., included in the complaints because of
its sole ownership of Potato Distributors, Inc., held no position and
did no trading in May 1955 potato futures. Because of this fact, and
in view of the restrictions imposed upon Potato Distributors, Inc., and
the individual respondents, no separate or additional sanction against
Winn Í& Lovett Grocery Co. was imposed.
CEA Docket No. W\^ln re Jaeob Stern and Jaœh Stern é^ Gompany^ Inc—A. complaint and notice of hearing of June 24, 1955,
charged the respondents with manipulating and depressing the price
of potatoes on the New York Mercantile Exchange in March 1955.
The respondents acquired a large and dominant long position in the
February 1955 potato future on the New York Mercantile Exchange,
the complaint charged, withheld long contracts from sale, stood for
delivery, and obtained virtually the entire available supply of cash
potatoes in New York which met exchange delivery requirements.
Cash potatoes thus acquired were utilized, the complaint charged, to
threaten and make delivery on large short positions which Stern had
ineanwhile built up in the March future, thereby depressing the price
of the March future, and increasing prospective profits on the respondents'short holdings in that future.
The respondents waived hearing and consented to the entry of an
order, issued by the judicial oiScer on October 20, directing all contract markets to deny the respondents trading privileges for a period
of 6 months, beginning December 1, 1955. The order denying trading privileges applied to all trading done and positions held directly
or indirectly by the r^pondents, with a provision that such denial be
not construed to prohibit the execution of bona fide orders received
by Jacob Stern in his capacity as a floor broker.
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Criminal Proceeding
In the case against Charles B. Grady, of Chicago, 111., charged in
a prior year with swindling commodity customers in violation of
criminal provisions of the act, the defendant, on June 7, 1954, was
sentenced to 2 jrears in prison and fined $5,000 in the United States
District Court in Chicago. The defendant appealed to the united
States Court of Appeals for the Seventh Circuit, which on June 28,
1955, affirmed the decision of the District Court. The defendant subsequently petitioned the United States Supreme Court for certiorari,
which was denied on November 14,1955, thus concluding the case.
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