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rices and eager to fiud some causo which legis.
Tation might remove, is not stravge. But the
tiuth is, tho belief that speculation fixes prices,
jrrospectivo of trade conditione, finds lodgment
in other and far different brains from those of
discontented farmersand demagogue legislators.
1t shows itself, hero and there, even ameng
habituua of the security macket, It is certain-
Iy to bemet at timnes in financial articles pub.
lﬂhod for tho enlightonment of business men.
And it is safo 1o say that 8o Jong as such a be.
lief is entertained among intelligent people,
just £o lobg measures like the Anti-Option Bi'l
will get arespectiul hearing.

The propesition may Lo unhesitativgly laid
down, for tho instraztion of such hasty reasun.
ors, that in the long run speculation never ex.
erts the slightest ivfluenco on prices. \Wo say
in the long run because epeculation way and in
every extensive movement does bring prices
temporarily to a point not warranted by the
trndo eituation. A successful *‘bull movement”
is aure to carry prices, whether in the security
or produce markets, above the normal level,
the reason being that natural conditions, such
as tho sale of security holdings by shrewd ob.
servers of prices, or the rapidly increased shi
ment of grain to market, will no% immediately
counterbalance the support of excited specu’at-
ors. Buat eventually such conditions must
regulate prices, and for the reverse movement
which inevitably follows nn excessive adiaace
the term react'on has been invented, familiar to
a'l speculative markets.  What is true of a
speculative advance in prices is equally true of
a speculative decline.  The effort to depress
railway ttocks last August ran rgjust such an
obstacle and fsiled utterly. 1t passed the
limit of decline juttified by the timid demand,
and at the Jower level attracted real buyers into
the market. The effort to renew in Iebruary
1nst winter’s advance met with similar collapse,
because the demand for stocks, up to that time
very urgent, proved to be exhausted.

The combination to put up Chicago cora
prices last May was wrecked, not by the mach-.
inations of speculators, but by the increased
supply attracted from country eclevators, In
1848, when wheat was advanced to $2 a bushel,
much of the advance was normal, and the price
would conceivably have risen toa ‘‘paniclevel,”
but for the unprecedented ou‘flow of grain
from Ruasia, called forthtolely by theastonish-
iog price paid, which made shipments profitalle
that never were profitatle before.

The whole history of trade is a succession of
such incidents, proving that speculation per-
manently tixes prices only where it works in
anticipation of and in accordance with actually
changed conditions. There ia more confusian
on this poiat in tho stock market than auy-
whore else, because there the actual supply on
the matket is variable and largely governed by
sentiment. Parchaso of stocks for investment
comes as near to the purchaso of wheat for con-
sumption asthe conditions of the two markets
will allow; but no holder of zecari ties is toapa
+hetic thut ho will not 2ell if the price offered
for his holdings assures him an extiavagant
profit. Converasly if a daring “bear” operator
has forced the nrice of a stock down to ruiovus
figures, tho real owncr of such sharces, whether
helding them on Lorrowed movey or not, is
likely 0 sell ia the belief that tho decline bas
proved his stock’s wortblessnese. Tho ma-ket
breaks again under this greatly increased sup.
ply, 2nd1t is plausibly arpuoed that here, at
Icast, speculatien bas proved superior to nor-
mal couditione. Yot such a view of the caso is
totally misteading. Confi<oace or lack of con-
fidence is the foremost of all clements in the
creation of sccurity values,  Confidence
may be impaired and liquidation provoked
merely by rewnluteselling, backed. possibly, by
falso rumors. But if there is rothing mora than
this, a thorougbly artificial sitaation results,
promptly revereed by the operation of the
normal demand, increasing at the lower prices
This was the result of tha *“Chilian war scare™
on the stock market last winter. The chief
sufferers from that episodo were the gentlemen
who tried to prove that speculation on the
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stock market was independent of natural con-
ditions.

One other point remains t> puzzle hasty ob-
servers of the markete. Itis noticed that in
the argamunt agaiost the Hateh bill the asser.
tioa his been made thit “iuture”’ speculstion
pot only dozs not depress prices, but actaslly
advances them. It is & poor rulo that do2s not
wock both ways, anl if speculitioa per ss can
raisc prices, say the advocates of the bil!, why
can it vol per 36 depress thom ¥ If prices are
higher because of “future” trading, what be-
comes of theargament that spaculatios canaot
poermaneatly control prices? The suswer is
easy. Fromthertureof tho trade the market-
ablo sup,ly of graia or cotton is created withia
a comparively short time. The demand, on the
contrary, issp-cad out equally over the wholo
year. If the farmira wers to bnug theiv
crop to market a3 fast av it was ready,
a glatin the market woali follow. Con-
samers would nobt .aod could not buy
all at once; conscquently the farmer would dis.

so of his crop uccessarily at bottom prices.
Ktcr on, as tho sapply diminished and tho dec-
maud remained constant, prices would raiss
ateadily ; but of this advance the avernge fac-
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mer would gain no beoefit. Under such
imagined coaditions, prices would invariably
beyin low and cud high, with the high prices
won by the iniddleman.

The speculator anticipates anl discounts sl
this movement. Usder his oporations prices
inevitably cund the seasonlower than they would
have ruled could his business have beea extin
guished. Bat on the other hand, prices at the
beginning of the scazon are necessarily higher
on stch a basis than they could be if the far-
mors wero left to manage the market for them.
selves. JaJduly tho speculater sells wheat for
August delivery. This fixes a minimum for the
Augustprice. Wheat marketed a month from
now can scll no lower, unless the market is
swamped with supplics beyond the expectation
of the most boaiish apeculators. It may sell
much higher if thero is not enongh grain to
make deliverics. Io other words, the apeca.
Iator's contracts equalizes prices and put the
market oa o balance, and tao producer is the
plaizost beneficiary  But cquilizing prices is
not contrelling them. Tho notion that apocu.
lation can for a serics of years control prices
and defy tho laws of trade is too palpable an
absurdity to boallowed acrions consideration.
~New York Zrcning Poat,



