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ropresents the interest on the money paid for
the article deplt in insurance and storage for the
period betweeh the date of the transaction and
the month when it is to be delivered, by the
“carrier” or “banker” or “‘pawn.broker,” as he
is variously called, who buys the cash stuffand
»uts it in store, and holds or carrics it, till the
time of delivery, for the party to tho transac.
tion, who bought and who pays the cost of car-
rying the actual article for the period so held,
and us much additional as he will pay {(gener-
ally as much more), a profit to the carrier or
banker. Thisis what is called “banking on
wheat,” etc., and the premium, or difference
between the different options and spot stuif is
what is called the “carrying charges,”

This had become a very profitable business at
one time, when speculation ran to the extieme
on the Bull side, as from 1870 to 1882, and
everybody that had enough money to put up a
margin of 10 per cent. (or even less), of the
actual cash value of an article, bought it. As
he cannot usually buy the actual stuff and pay
for it, he goes to the carrier and gives him his
margin and gets him to do it for him, or goes
into the open market dud buys it of some one
c¢lso who has bought it of the carriers, or of
some one who sells it *‘short,” with no actual
stuff to deliver, and takes his chancts of lower
prices, when he will buy back what he has sold
at a higher price. This is called bearing the
market ; and the seller who takes the risk of
selling what he bas not, or before hie buys, and
of being *‘cornered” by a Bull clique or opera.
tor, and of paying more than he sells for, makes
the “‘carrying charges,” without *‘carrying,” or
owning or holding or paying for a bushel or
pound of actual stuff, and only risks his margin,
which must be kept good with his buyer or with
his broker, the same as the one wlho bought and
murt pay the “*carrying charges” either to him
or to a carrier.

It will be apparent, therefore, that on a de-
clining or Bear market the **short" seller has a
vast advantage over the ‘“long” buyer, asthe
former, who is cailed & Bear, not only makes
the decline in prices, but gets the “‘carrying
charges” clear, without carrying anything
whatever but his contract in his pocket, and a
receipt for his margins. He in fact standsn
the carrier’s place, and takes his profits and the
actual cost of holding or carrying the article for
the period intervemaog between the scle and the
time of delivery. But wlile he is rupmng a
speculator’s risk of the market going his way,
or duwn, the carrier runs none whatever, if he
does a strictly ‘“‘carrying™ business, exeept

*Carrying Charges,” or Banking oa Pro-
ducs,

Since the introduction of speculation into the
leading produce markets of this country, there
has sprung up a new kind of *‘banking on pro-
duce,” as it is called by those engaged init;
“‘carrying charges” by the Exchanges, where it
is carricd on ; and pawun-broking, by those who
pay them. This business has grown up within
the past ten or fifteen years in conuection with
the option system, or trading for future deliv-
ery, in these markets, instead of spot delivery,
for cash, as in the case of stocks, bonds and
petrolour, which arc borrowed for delivery by
the shorts.

This difference in the system of speculation in
these agricultural products, or staples of com-
meree, anl in stocks and petrolenm, has for its
excuse or reason, the fact that in produce there
are crop years, while the crop of railroad secur-
ities is perennial, and that of crude oil is de-
pendant upon the success with which oil has
been struck by explorations in new fields and
deeper drilling made in old ones, as well ason
the position in the market of the Standard Oil
Company.

One crop of any article is not sufficient for
speculators to trade in, and hence they must
have the option of aelling und delivering two
and sometimes three crops, which they often |
utilize, as was seen in the wheat market during
the suinmer of 1887, when New York was trad.
ing in all the unexpired months of 1887 and in
half of those of 1888. The June and July de.
liveries of 1887 were of the crop of 1386 ; those
of August, 1887, to August, 1888, were of the
crop of 1887, while the balance of the months or
aptions of this year, call for the crop of 1888, in
which the dealings for December, 1888, were
begua in July, 1887. Options and months are
oynonymous terms in this businesy, and
hence the term May or December option means
wheat, corn, oats, pork, lard, mecats, cotton,
coffee or iron for May or December delivery of
the current year; and in trading the sellers
offer and the buyers bid for, the month they
desica to trade in , during which, thoe seller has
the option of delivering the speculstive grade
of the article dealt in, any. time bLetween une i
o'clock of the first and lust days of that month, |

|
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when the buyer is obliged to take and pay for
the amount bought. Yet these sales for futurs
delivery are almost always based upon the
price of the article on the spot, except on corn. |
ers and when the trading eatends beyond one
crop yesr into the next, when the prospects of
the comaing crop are the L. -is, which is higher | of the goods getting out of condition
than the current prices when prospects are fora | in  store. It mahes no difference to
poorer crop than the last, and vice versa. The | him whether the markets go up or down, for
difference in the market prices of the different | althuugh ke owns the actual stuti, he hasit
options on the same crop is greater, the more | suld to sume one clse who ruvs the nisk of the
* remote the month on which the delivery is to | market going down, and takes the profit if it
be made, it casc the trade is not scttied by pay { 8ocs up. Of course, if the carrier sces that bis
ment of differences before the wnonth arrives, as | original margins are kept good, and the stock
nine out of ten or ninety-nine out of one hun- | in store, where his is held, does not get out of
dred out of these bets are (for they are little | condition, he is doing as safe a banking business
more). Only in case of & corner in thoactual | as he who lends on paper or collateral, and m
article, and when a large growing crop drags | fact safer, because he has uot only the party to
down the last, is this ascending scale of prices , the trade, whom he cun hold if solvent, for any
reversed. This differenco is called the premium ' luss, if he should not keep his margins good,
on the latter ovér the nearer month, which i3 ; and the actual proporty beside. While he has
another name for the ‘‘carrying charge,” and \ tho choico of going into the market ‘“ander the
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rules,” and selling the property he is carrying
for the account of the buyer, before his
“original” margins have been exhausted, if he
neglect to respond to a call to keep them good
in time to save the carrier from losson a
declining market. . But most of these carriers
speculate or scalp the markets for a bigger
carrying charge.

This business is sometimes doune by banks
themselves, though in the nane of some com
wission house or Lroker, who really acts as
their agent, though the contracts all stand iu
his name, and the bank is not known in the
transaction  But the bulk of it isdone bya
few strong houses in the trade itself, where the
monoy is loaned, and who understand the mar
kets aud what is going in speculation, while
the banks either lend the money to them on
call, with or wjthout the warchouse receipts
as collateral, or furnish the money, and the
carrier does the husiness and they divide the
profits. But these arrangements are secretand
their terms unknown, as well as the fact, ex
cept when anattempt is made to corner the
wmarket and fails, and the *‘ cornerers” with it
and reveals the back entrance to some bank, of
which the parties running the deal generally
appear to have the key, as in the late Cincin
natti deal in Chicago.

This is the temptation to which both the
““ carrying business” and those engeged in it
are exposed, aswell as the banks which-back
them ; for with all the spot stock of any article
in their hands, it is casy for them to manipulate
the market either up or down, as they often do,
and are sometimes caught. But legitimately
conducted, it is as legitimate as any other bank-
ing business, and more safe in both respects
than the average, as the actual property, and
that, a staple of commerce, with an established
value and ready narket, isheld as security for
both the transactions in it{and the loans upon
it.—H. A. P1ERCE, in The Banker's Maga-ine

Stock Raising in Alberta.

It has been stated in the House of Parlinment
recently that there are a total of 4,466,844 acres
of Jand in Alberta under lease-hold for grasng,
Of this number 1,718,640 acres ace under tie
old lease system on which no settler is alloned
to homestead without first obtaining the per
mission of the lease.holder. On the remawder
of this land & homestead entry will be granted
to any one making application. Thisleads the
Calgary Zribune to remark :—** The large num-
ber of acres of land in Alberta under lease-hold,
upon which no settler is allowed homestead
entry, 18 somewhat appalling, particularly when
we take into consideration that there shoutd be
one head of cattle to every ten acres of leased
land, or the lease is subject to cancellation, It
wo take 1,718, 640 acres and divide it by ten
we find there should be on this part 171,364
head of cattle. That this number is largely in
excess of the total number of stack in the coun-
try no one will for o moment question. Hat
there 1s besides 2,748,204 acres of lcased pro-
perty which according to government 1cgula-
tions, should have 274,823 head of stock rang.
ing over their valleys and hills. Tins would
give, 1f the provisions of the lease were carned
out, o total of 416,084 cattle on the feases, tut




