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The Wheat Cnsis at Wimmpeg

Trouble Arose in the First Place From the Unusually Poor Qualiwy of
Much of the Wheat Bought From the Farmers n the Fall of 1916

By 1L. M. P.

The propensity of some newspaper editors to seize
01 every conceivable opportunity of scoring a point
‘ainst the %big intere=ts” has been ctrikingly illus-
trated i the case of the famous wheat crisis in Win-
nips. Following is a quaotation from a Winnipeg des-
pateh pubiished a few day don by o Toronto evens-
ing paper: CCrain speculators of Winnipeg, with the
gssistancee of banking institutions  throughout the
et phaved for o stake of something like $100,000.000
geooninst the need of the peaple and arinies of the
g!lied nations for gradn Stripped of afb diplome-
e langiaee the corner was the logical result ol the
eftort of o few powerful elesator and milling Interests
ton B he o Ckilling’, s thee Prade eXpresse: i

Such o Stuff as this, when capped by dnrid Leadlines,
na possihly stir ap the ammosity ol thie public
B sUothe corporations. but it certainly o ot
give o true or reliable desersption of the canse ol
the uncomfortable lllw dion thig recenthy de veloped
ftn the Weatern grain trados The fact of the matter
f< 1t the trouble arose from the workin autoof
£ o=valem, long in o vosue, the principal abicet of wlhiich
{s to eliminate pecukition  from  the eredit trans
actions undertaken by the hanke to enable the mill
er clevittor companies, et o by g from the
foarmer: 1owill b owell to expiain the ethod ol
gliort sales as devised by orhe biond v e zrain
tnterests with the object of maton Vi I an
griin safer and more consersalise This can best he
Aone Ly means of anoallastration

The Omegic Elevatop Coo lies a line of eleviatars in
Bockalchewan, They wish to huy whed actively and
arrange with the Bank «of N for a credit line of
$:00.000 1o he secured by botls of Tadine and elevaton
receimpls  covering  th purciiased  grain Now e
enpilal of o company of this L is mastly nkeoin
eleviutars and plant, but let us suppose  that the

Onivisi Col hias enough cash capital to give the hoonk
g 10 per ocent marein of securiby oved e Toan. Now
le! | follow  the working of the ceredit T SO B i & o
Youcember st when lake navigation lis clo-ed. The
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elevicror compieny  has the full ammoant of  $300.000
borrowed from the bhank while the hanh holds elevi-
tor receipts,; ele for cratn worth at cnrrent marlket
quotations $3300,.000 In other words it has a mmargin
Gof 10 per cenl to protect it from loss throush falling
Pt lees o somplifs the illustration Ter us iy thid the
erain leld by the banh s all of one grade Noo 1
Sorthern  and that the RN price s $ L2200 paed
Youshel The hanl thus  hiold 275,000 bhushel As-
cutne also that the clevator compans bonght the <ramn
Gl s e ge price ol $1.17 per bushel. 1 has there-
fore profit of something  over S 000, from which
DL g N Pelis e e ter b dedueted The inten-
Tuendd is W Gld the wrain n the company’s own cleva
Rclative Size of the U. 8. National

ECKARDT,

tors until spring and then to ship to Fort William
when lake navigation opens,

The company's bankers state emphutically  that
they will not lend their money to facilitate specula-
tive holding. D’erhaps the bank manager puts it to
Uie company like this: “If yvou wish to borrow large
amounrts from ns there must be no speculation. You
ronsr sell as fast as you buy: and if circumstances
do not perniit vou to sell and deliver the actual wheat
vou must sell for future delivery so that we shall
not have ta run the risk of loss through falling
prices Ax the bank would not take the chance or
risk of carrving the unsold when from December
1o Mav, the elevatop company is required to sell the
== 000 bushels for delivery next May it sells the
Mayv option, This sale is made ot o price which, after
allowing for carrving charges, cauivalent to $1.20
per bmshel for cash wheat, \Wlhen this is done the
Pank hos its protection against o sndden drop: and
the clevator company has virtually no further inter-
ol in the motket fluctuations  for if prices drop it
loses on the actual wheat exacily what it gains on
e shoort sale, and if prices rise it Joses on the short

teoexaetly o what it gains on the actual wheat.

awever, anoiher point is to bhe considered here
Wl the clevittor campany thus hedges against its
holding of 275,008 bushaols, the grain exchange claar-
e hotise requires the deposit of @ margin, The par-
wlo huv the 275,000 bushels for May delivery
beive onlyv the contract or promise of the grain ex-
chatize operators who made the sales, and these oper-

v in turn have only the contract of the Omega
Flevitor Co, that the grain will be duly delivered.

o proteet the purchasers and the operators from the
conscquences of possible hreach of contract, the eleva-
Lor company mit deposit aocertain cash margin, If
e marein was at the rate of 10 eents per hushel,

00 cash owould he required for the purpose. This
amonnt the Bank of N owould have to lend its cus-
tomers. and apainst this loan it would have no wheat
Secnrity ite security would consist of the assign-
ment of the Omega Blevator Co's interest in the mar-
cin deposit, In normal times. when spring  comes
round. the wheat carricd  through  the  winter in
interior elovators coes forward and is sold, proceeds
of (he siles heing applied to lignidate the bank loans.
ve ench sale of actual wheat is made, an equivalent

amount of the short sade contract is cancelied through

the market: and when

all
the

bfving  the May option in

fature” contract

of

and by

all the actual stufl is sold, the

and halance the mar-

Bank of X

of the clevator company's

i< in this way cancelled

cin depositois padd to the it applied

to out the remainder

Ae-hit

wheat in Mayv in settlement

wWipe

Of course the company coubd deliver its own

of the outstanding con-
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grade; and in

would pay

if its wheat of contract

that case the

tracts, was

receiving delivery
and when the contracts had

would be re-

parties

the company's bankers,
ben duly filled the margin deposit _fxlsn
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THE CAUSE.

that the system
designed to
In normal times it works satis-
and all other
the

turned

of short sales as

speculation,

It will be seen
above described is prevent

not to encourage it.

factorily for banks, elevator companies
parties ('nnc\erm‘d. What caused the trouble on
present occasion was the application of the system
to a wholly abnormal sct of circumstances, rome of

them being attributable to the war and some to other
the first ptace from the un-

things. Trouble arose in

usually poor quality of much of ihe wheat bought
from the farmers in the fall of 1916, Millions of
bushels gradea under Number 3 and thus could not

qualify for delivery under contract. Although con-
tracl wheat is supposed to be Number 1, vet Num-
usually accepted, subject to penal-

bers 2 and 3 are
bushel. Thus as a result of

the elevator companics

ties of a few cents per

their sales of the May option.
were technically in the position of gelling what they

did not” own and what they could not deliver.
A RESULT.
ae a result of the war conditions, practically
all of the contracts they Suave, passed into the hands
of the purchasing agents of the Allied Gtovernmnets. s
contracts would he so 1o speak in

Ordinarily these

floating supply at the crain exchange Speculators

g s T

would huy them for re-sale at 4 profit: and the cle-
vator companics could usually count confidently on
being able to 2o on the oxchange aimost any time
and huy enongh of the required option to cancel their

But on this cccasion hie

nutstanding  obligations,

\When they bought

Allies’ agents had nothing to sell.

10.000 bushels of wheat for delivery in AMay. it was

with the intention of taking delivery of the grain in

nearly all cases— it did not suit their purposes at all

to cancel the contract in cansideration of getting

hack their money along with a varying aonount of p
profit.  Considering, however, that the contracts were <
jesued in the course of legitimate business and that

they were 4 NECCSSAry part of the credit arrange-

ments hetween the levator companies and the banks, - .
it was to he expected that the Allied Governments \
would, when the circumstances were properiy  ex- ?
plained, mect the grain trade with ressonable con-

cessions, Apparently they have agrecd to accept
the off grade stuff, as deliveries on contracts held
by them, according to specified scale of penalties-—

ranging from 20 cents per bushel for Number 4 up to

75 cents for Number 6. Also it appears that they have
obligation (o

Allied

elevator companies under
of all

Canadian

placed the
cell

agents

he

90 per cent wheat handled to the

IFinally, it should
of

complicating

or to the millers.

that the L apening navigation

remembered

this year has bheen another feature—

tending to upsect the arrangements of the grain trade

for making deliveries under their contracts.
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