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"H1-ediging" Grain Facilitates Marketing
Sale of Wheat Futures b>w Fariner and Agalu by Elevator ('onipanY
Enablei Fariner to Realize on Crop at Once-Millers Buy in Advanere,
protecting Theinselves on Flour Contracts%-Sp-eculator whi) Atone
Risks Uncertainty of Market, BIalanc~es Supply and I)emand

By C. BIRKETTI,
Secretary, Fort WVilliam andi Port Arthur Girain Eschanrgt-

G RAIN exuhanges and tl'eir miethods of dalngr business
are littie understood by the average business man not

in the grain business. They shwoxld bc. Grain la our basic
industry and affecta every business institution In anda
bath large andi amati, Close ta one billion dollars will ht.
brouglit into) circ-ulation by tire sale of agriculturail pro-
ducts grawn in western Canada this year.

The important moatter cf hedging grain (youn might
Icnow it by the mime of futures or options) la a niystery
te many andi littie understood. ignorance ailkes- the. buai-
ness mnan unapprec-iative; in tact, tii. reverse la ofteni the,
case. You heair mcae on the street refer to grain ex-
changes as gamibling hales and diens of thievea, aud yet
the business cf these m'en would materilly suffer if the.
grain exchaniges andi the jnachinery of the grain trade wevre
withdrawn fromi the market.

Hfedging Avoids Speculation

CuriousIv enough, while hedging la sonietimea,- dealgnatadi
speculation by t. uinifçermied, it i. prlmarly used ta avoldi
speculation. This ia the fundaniental reason for tie liedtig
miarket. Bianks tenid mnoney ta any persan, firi or eorporzi-
tion i the grain business only on the. undierltanding thiI
al purchases or sales of grain or flour aire properly h.edgsd.
This is the bank's insurance agaluast violent price fluctua-
tions. and miake morie sif e the credit grAnted,

F'irst of ail let us; clearly underatand the word hiedging
and its relation to futures and options. Uedgig grain ila
Simple language means matching a purchae wlth a salle or
Vice versa. A persan who owns grain sella it on tlt ex-
change for future delivery, speclfylng saie particular mauoth.
That la where the teri "futures" la lnjected aud the oul>N

,,option" ini the. transaction la that the seller of the. grain
for future delivery bas the option of deltvering th#. grain
on any day during the speciflc mnonth; elther the. firit daiy
or the. asat day.

Speculatar Balanues. Market

Tiiere are two main classes who talte ittiantiage of tir,
hedging market. Thes<e are (a) sellers-farinera, vmuntry

eIFevatars,, etc., and (b) buyers-millers andi exporterg.
it stands ta reason that the trade of these two large,

b>odies canuot alwaya balance daily, Ther. ore not slwitys,
sullicient buyers, noither are, tbere always mumcelnt sles
The. result la the injection of a third party-the profesasiolnal
speculator whio provide.s the balance wheel for the hoe

To malte hedging operations mare itelligent te th..
readers who are, net in tire grain uie% we wlll give
concrete exanples.

SeIlla at Once ta Avt>l4 ]1k

Jones owns 50 country elevatorsan sin lu eah One h(e
hais a comipetent mnanager buying grain fron thle farineri.
probably' durlng n busy day iu Octaber 50,000 b)ushelg of
grain Nwîll be purchased iu these elevatars. Nir Jouesý now
owns the grain but h. will not b. able te stel]Rtt ntil it
has been graded inl Winnipeg and veigheutI Fart, William,
He doesn't ltnow when cars wlll be oblainable to ahlp hieý
grain eut, neither doca lie know whetii.r the prie wiIl bw
mnaintained or whether it will tilsctuatP Up or dlown. He,
tiierefore, erders bis manager te sell 50,000) busiels for
Decexuber dellvery, feeling sure the grain will have zone
forward by that time. He knows whath le paiti for the. grain;

het knowsý what 1w olel il for,. alla %liLti lte beat1 of alI,
he, iluw wbt li. has matiet Pn 1 ib1te tranllsýact>tion.i

liut yei for Fariner
%Ir l b.1 e :L a glnc tin hle prLvîege, Of hleig

gr in prital tiii grainl de-alol er 1I1 pay i.h producir1 tht,
btposbemarkt 1pricv,. A litile 1houlit on the(

part of th'. r %,,1 î1 slibatantIliate. Iis If hevdgrlgws
not petrlmîitttd oIr nuf facilit ies wtroe1, 1 11 lu, h c11 ounitry

elvaoruprati-r wouIld h)!Ie te, lrot 1w hmsef tvainat de-
lanya1 in rasrat Li f~ 1-n f r1, 1lIbte Iurr1nt cash

linstii mîght arise11 ý in p ,rive li bis c r ase11 i1 ti 1t t f arne

Iol rceiv l-S for, is r> aniltb eh. riut i y, elevato
el ir %; Mld 111 111i- ui u te l eu il a busin-, taller..,

Wî'Ihic he gn faii1tÎ-is p ro \ti1, i aiîd e wîthI mI ilc aN toin
derul ~stm f tlegrpli andi 1eehoa ie farier lai

un thle. 1b:as1Is oi- \ort illiam, s, of cours .4o frig; lit cags

M i 11c BuNys for ult ilre Dellvcery

cointry elevator ope-rýtIor sdil bis %vheav1t, filr future" 41e-
lîvryT The, îîserl teI th- illrexPre or speult

Th. iille. .r mîht havc solti n la rgu qîuant kt \ uSr [luri a
gcentracit for futurllîvry hw wnntý ta, niae srI thaýt h.e
-ran -cr 1the wlicat at al prive 1,,% eri,,ugb t iv hiiii a
profit., eli- Ircea inito the, hllggIlg narkett ai liuys wl1it
fur futue elvey.îl t ' klnowa \what tuei ihstl guiiig

te voumt hîm whe.1 deîîeIf ho :h ai gooti muter b.ic iuw
exacly lt il ia golii te) ceaI lue grinid the. \Iheat. lieq fl,.ur,

ani lie- kiow whnt het ('aa1 soIt tii. heur for ai sanlii future,
daeTe sinei î,roc~rie Itkea. place whethe ii exporter h-,%

an 1 rdr fIfn vrea.1 lie, wa:s net aitbd t- buyi %ri for
fuuedVlive-ry-09 th expert busjýiness; uS glraini in and

11-0d Irî te) a minimumiii. Tasotinan finanres
woutd ho 1-erln tiged upt anidou hirnkenrsytn

Speculative Eleinent
The. thiird nlas wlo opeat l liedgingk Ilnarket are

thisecltas The weork c)f ths peuaoslaiaud-
ateeti and no dloubt the public, oinion ila legard ta futures
i-iast on, thie woro tlis cla.s Oftrer

As stateti lerein, be eit stakndsi ta. realmon liI tire mil-
ers% anti exportera do net watfromity ta day ail the
hed-ggitl tradeies thait aire available. T'htey only ge int th.

miarket as lire deýiianti for the producta iflle4 or htindied
by then, warrant. lit wll, therefore, be we" thaI thore

ilma h., or flcesty third Party' who) fi àlwtàyn willitgr
ta stup ltthle breaeh ho) tate the, tratdle shvy> -ore iut.

11we nmarkel framl day ta day. If tilt. thtii PStY. diti mat
exiait lb. conistant ina:rl(t weuàld net, b.eset Thie worl

o~f the ispocu.iltai'rv il uuafil purpose il% thus way; lhaI
iii, b>' their wliatna ram ila>' tib iil to oihe lY oir te.11
rit an>' tlai.. Tii.>' utilize ie maiirket. favliliesý anti 11-rtili
tha ovuersý of ceutr''eevhr ta boy grainl on any dlay Of
the. weelt fram lie pirodlucetra. n.h oro.l vau tlt,

îellgmsrket w-ould b.e seoricusi l>' lmnred if lie counitry
elvahàtorsý roulit nal malt. rapiti trasfrntda to daly,
Tii. speculatar 15 lie manti whjo pernîllita. this tai oni,

it reuraaspr t rticle( tel give the rentier foul
informion abouit the theaory, bleneflîsý and vil, cIf seua
tien, il is; an cconeiei auijecl Of vital potne
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