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FOREWORD 

The Commodity Exchange Authority takes special pride in present
ing this study. It represents the partial salvage of a research project 
undertaken before the war and laid aside. It constitutes pioneering 
factual research on the operations primarily of small trnders drawn 
from the actual trading records of nearly 9,000 traders over a 9-yoor 
period. 

From the beginning of Federal regulation of futures markets in 
1922, the Commodity Exchange Authority and its predecessor agen
cies have been concerned with the structure and method of trading 
operations on commodity exchanges. In earlier years, research studies 
brought to light the ways in which futures markets were utilized by 
hedgers to I'educe price risks, Intensive research studies weTe also 
made o:f the operations and price effects of Ita'ge speCUlators, or'lmar
ket leader:::." The Commodity Exchal'ge Act :",mendments of 1936 
provided further curbs on price manipulation and market corners and 
for the fixing of limits on the trading of large speculators. 

It has become increasingly apparent, however, that the selective 
study and regulation of the activities of large traders does not answer 
questions nor solve problems arising from the trading by the mass of 
small traders, Because of cudailment of funds in the war and postwar 
years, it has not been possible f01' the Commodity Exchange Authority 
to collect and analyze the vast body of factual informatlon necessary 
fOl' thorough analysis of the operations of small traders and their 
effects l1p0n the market. Current research is necessary in connection 
with the "special calls" made from time to time by the Commodity 
Exchange Authority for detailed information on the trading of all 
persons in the market. These special calls cover only brief periods, 
usually It single day, and do not provide the continuous record of 
trading by small traders necessary for conclusive appraisal of their 
operations. 

Opportunity for obtaining a large body of continuous trading rec
ords on the operations of small traders was afforded in the thirties 
when one o:f the largest brokerage firms in Chicago retired from busi
ness, By arrangement with the firm, basic trading data were ab
stracted from its~ records and transferred to punch cards for machine 
tabulation. An unused stock of a, million cards for which the Ap:ricul
tuml Adj ustment Administration had no use were util ized in the initial 
punch-card operations. 

A comprehensive research project to utilize the data was outlined 
in 1939 under the direction of Dr. Blair Stewart, at that time in charge 
of the analytical work of the Commodity Exchange Administration, 
and now dean of the College of Arts and Sciences at Oberlin College. 
Many basic tabulations were prepared Iwd important progress made 
in classifying the data for the study before Dr. Stewart left the service 
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of the De~artment of Agricult.ul'e in 1940. Because of the war and 
reduction 111 funds, it has 'not been possible to follow the orighlltl pltm 
of analysis and publication. A more limitcd objective was adopted, • 
however, Imel the continuing personal interest of Dr. Stewart after 
he retlll'llecl to need College, Portland, Ol'eg" made it possible to 
resume the study itnd prepltre this bulletin. 'rhe BOllne\~ille Power 
Administmtion was of great assistance in preparing Humerous sum
mitry tabulations utilized in the study, 

To gain knowledge of the trading characteristics of small traders, 
the study n.ppl'oaches the problems through ltilL'Jysis of individlllli 
trades. FOl'the 9-year pc'riod as It whole, nggl'eg:ltes dm wn from 
the indi\'idllal trades or cycles provide important. factual infOl'll1!ltion 
on the relati VI} Illunbm' of long and short trncles, average length or 
duration of trades, und profits nnd losses, Other nggregates give the 
results of t,"'lding by occupn,tiollnl groups and scale of operations. 
11'01' It P1H't of the trading covel'cd in the general study, i. e" whent, 
cycles having It duration of two days, the il1ltiation nnd liquidation of 
trades arc analyzed in rdation to price changes. Sumuuu'izlltion of 
the data affords in-formation fOt, relatively long periods of ycars on 
pl'ice-Ievel us complll'ed with price-movement trading. J'urther analy
sis of the original datlt could be made to provide comprehensive infor
mation also on short-rull IlccliulUlations ancUiquidations in relation to 
price mOVenH'llts, It is hoped that this may be done Ilt some future 
time. 

J. :M, ~!J.l\Ir" 
Lld1nini8 tmtol'. 
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Technical Bulletin No. 1001 • October 1949 

An Analysis of Speculative Trading in 

Grain Futures 


By BLAlB STEWART, consulting economist, Commodity Ji1~ohange AuthorltJ/' 

INTRODUCTION 

THE NATURE OF TRADING IN GRAIN FUTURES 

The process of marketing commodities is normally carried on by 
persons who specialize in such activities. In one phase of marketing, 
however, people from all walks of life participate. This is in futures 
trading. Through the facilities of organized commodity exchanges, 
businessmen, pruressional men, farmers, and laborers buy and sell 
futures contracts for whep..t, corn, oats, rye, cotton, butter, eggs, pota
toes, and many other commodities. 

Trading in futures takes place on the floors of organized commpdity 
exchanges. Trades are made only between members of an exchange 
in accordance with exchange rules and regulations, and only its mem
bers are recognized by the exchange as parties to the contracts. The 
member may trade exclusively for his own account; he may act as a 
futures commission merchant and trade for the accounts of others
either members or nonmembers-or he may trade both for his own 
account and for customers. The futures commission merchant usually 
requires his customer to deposit a margin and he charges a fee, or 
commission, for his services. 

Futures contracts are standardized, with the,. quantity unit, quality 
characteristics, and other features the same for all such contracts 
maturing in a specific calendar month. In selling a grain future a 
trader enters into a contract, at a price agreed upon, to deliver a 
specified quantity, in units (or multiples) of eithp,r 5,000 bushels or 
1,000 bushels, of grain dming a specified month. The buyer of the 
futu.re enters into a contract to buy a specified quantity of the grain 
dur~ng a specified month at th~ price stated. 

Hedgers of stocks of cash grain and speculators who expect a decline 
in prices sell and become "short" the amount of these sales contracts. 
Those who hedge against forward sales of cash grain or speculators 
who anticipate a rise in. prices. buy grain futures r ..nd become "long" 

~ Many persons collaborated inlIlaking this study possible, So many that It is 
not possible to list them all by naro'!. Special mention, however, should be made 
of W. Edwards Beach, William T.n-aster, Louise Freeman, Uobert B. Jory, 
l~nna Sullivan, Donald V. Weaver, and Holbrook Working. 

1 
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the amounts of their purchase contructs. A short is one who sens 
first and buys luter, while It long is one who buys first and sells later. 

A short may complete his contract by delivering the actual grain, 
and a long may complete his commitments by takll1g delivery. The 
delivery process is not described here, however, because more com
monly, futures contracts are not completed by delivery. It is unlikely 
that deliveries on futures contracts would provide merchants and 
processors with the particu]al' grades and qualities required fol.' their 
cash business. Generally, speculator~ do not have the means or 
knowledge necessary to obtain 01' store the cash commodity, und it is 
110t surprising that their transactions do not ordinarily involve the 
transfer of the actual commodity. These speculutol's do not sell and 
deliver wheat; they scll wheut futures. They do not buy and accept 
delivcry of wheat i they buy wheat futures. 

IIlstead of sc~t]el~l(mt by delivery, most futures contracts are com
pletcd by enterll1g 11110 otter contracts which are the reverse of the 
earlier commitments. In usilw this means to complete a round-lot 
cQntl'llCt of 5,000 bushels in the ~fny futUl'e, for example, a person who 
has been short must buy It round-lot unit in the same future, and one 
who has been long must sell the same nmount of the same future. The 
exchange provides I\, clearing mechanism by which these opposite 
transactions offset each other and Ule oriffinal contracts are liquidated. 
'Vhen the short buys he is said to have 'coverbd," and when the long 
sells he is said to have "liquidated." 

Profits or losses result from the differences between the buying and 
selling prices. If prices go down, the short, who has sold at the Ingher 
price [md covered at It lower price, mak\~s a profit. The long, however, 
who has bought at the higher })rice, suffers a loss from liquidating at 
a lower price. If prices rise, the profit and loss situations are 
reversed. 

The futures market otr~l'S an extremely easy and effective means of 
trading in s'lch a manner as to gain (or lose) from fluctuations in 
price. If a speculator expects futures prices to rise, he simply gives 
his broker an order to buy. He does not have to find supplies of the 
commodity, test for qtullity, or pro"ide for financing and storage 
while waiting for prices to rise. 
If one expect~ prices to fall he orders his broker to sell. He does 

not have to look for a trader who is willing to enter into It contrnct 
to buy the commodity at some futme time at present prices (or the 
equivalent whell storage costs and other similar factors are con
sidered) . 

At the time the contract is entered into he does not have to specify 
the exact quality of the commodity to be delivered, and if in the 
mattn'ity month'he undertakes to deliver he can elect anyone of the 
various options as to grade and quality provided by the contract. 
For some commodities the futuL'es contract permits delivery to be made 
at anyone of a number of different geographical locations. Standard
ization of the time contract is perlulps the most significant contribu
tion of thefutur'cs market to the techniques of commerce, and its 
facilitation of the process of short selling is Hs most unique feature. 

The futurc:) mali{ets podol'Ill many functions, only It few of which 
need to be cvnsidered here. They provide central markets on which 
the forces of supply and dcmand can concentrate, and from which 
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information on prices can be readily and widely disseminated. They 
Inake it possible 'for commodity merchants and processol·s to reduce 
the price I·isks of their businesses, by oUeting a, method whereby the 
price risks inhel·ent in the ()wllorship of the physical commodity mily 
be countet·balanced by pl"ice risks of an opposite nature on the futures 
rnad~et. They pl"Ovide tL means by which the opinions of experts as 
to future supply and demand situations, and as to ditrerences in con
ditions between different mnrkets and different points in time, can 
be implemented by actual transactions and thus reflected in prices. 
li'inally they provide a means by which spc('ulators, whether expert 
Ot· inept, may register their opinions as to future conditions through 
the price-making process, and thus act as forces of adjustment or 
maladjustment, depending on the yalidity of their opinions. 

CLASSIFICATION OF TRADERS ON FUTUUES MARKETS 

It is not sUl"ln·ising that the facilities a1ld opportunities of futures 
mat'kcts should have attmcted thou::;ands of participants and resulted 
in wi(\espreild trading in futmes. These traders are USIHllly classified 
under tL llumber of difl'erent headings. A. broad classification of 
traders as either hedgers or speculators will Serve most of the purposes 
or this discussion. Hedgers in ~l'ain futUl'es are grain l11el'chants 01' 

processors who seck to reduce price risks by eHterin er into futures con
t1'llcts to counterbalance theh· in ventory stocks and purchase contracts 
or their forward sales of cash gmin, 

All traders on futures markets, other than hedgers, are speculators. 
Theil' pUI'pose in trading in futuI·es is not to oUset cash grain tml1S
actions, but to make a profit from the Jutllres trading. Ft'equently 
these speculators know little Ot· nothing about the commodity in which 
they denl, and have little knowledge of the methods of producing, 
g\'ading, shipping, storing, and using the product. There I';, however, 
a pI'onounced tendClley for speculatol·S to trade in corrunodities pro
duced in the region in which they live. 

Among spe<:ulatol's three broad groups may be distinguished: 
scalpel'S, spt't.'aders, and other speculators. Scalpel'S urI.) tL'aders who, 
for the most part, trade for themselves in the pit, buying and sellinO' 
011 small fluctuatiolls in pl"i.ces, and or(lil1:11'ily closing the, clay with 
c\'en, 01' nearly eyen positions. Spl'eaciCI'8 ai·e tmdel"f; who assume 
oppo::iing long ,and sh.ort pos~tions of the same a1l1~ullt in d.iITl'1'ent 
mal'kNs or ddlerent:. futures 111 the attempt to obtam a pl'ofil ft·om 
cilangt's in the J'clative l)1'i(,(,3il1 the (\iifel'ent mnl'kets Ol'tutul'es. Other 
811(!c'ldatol'R al'e all remaining tl'ad('1'~, "who buy and sell speculatively 
in the IIltll'kct-hu'ge or small, 10ng-I'CI·lfI or shoI"t-tcl'm, pl'ofessiontll 
Ot· amateur. 

The IH'('scnt stucly is not tlt all cOI1('e1'nc<1 with scaJpel·s, and very 
trw of th(' traders il1'l"ol\'('d engaged in ('xtensivespl'cading opemtions. 
Hedging 0]1(,I·;ltion8 ('an be fully analyzed only whell infol"lnation is 
1l\':lihl~Jlefol'lloth flltlll'('sand ('ash gl'aill t1"al1sadions,ltlld in thisstudv 
no data WHe t'olle('te<1 on the (,ash'grain operations ()f hl'clgers in tIle 
S:lIl1pI ('. For this renson il\1alysis of the -futures operations of heclg('J"s 
will b(' a Ini1101" frntuI·e of this sindy. Att('ntion f()1' the most pal't. 
will be dil"l,('tt'<1 to tht' futur('s olw\'ations of the group that has been 
classifiNI aboY<! as "other spcclI.latol.'s." ~ 
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NATURE OF THIS STUDY 

There has been much conjecture as to the effect of different classes 
of tr:.ders on futures markets, and judgments as to these effects have 
been embodied in numerous proposals designed to encourage or dis
courage different types of trading. A number of studies have been 
made, notably by the Federal Trade Commission and the Commodity 
Exchange Authority and its predecessor organizati0l1s, in the effort 
to determine as accurntely as possible the effects on the market, and 
on the marketing process, of various kinds of trading. For the most 
part these studies have been concerned with the effects of the opera
tions of large-scale traders, particularly large-scale speculators. 

The role of the small speculative trader in the futures market has 
been the subject of lUuch discussion. On the one hand it has been 
held that such traders are a disturbing influence in the market, acceu
tU!\ting J;>rice swings, and on occasions contributing to wild and disas
trous prIce fluctuations. On the other hand it has been maintained 
that such traders are t~ lleces~,;lry element in the market since their 
presence makes it possible for the expert trader-who is presumed to 
exercise It beneficent influence on prices-to find traders to take the 
opposite side of his trades, anc1supply through their losses the income 
which is necessary to support the continued trading activity of the 
professional. No thorough-going empirical investigation has ever 
been made of the trading of speculative traders, large or small, 11ncl 
the opinions held rcflect JlIuch larger proportions of prejudice and 
special pleading than of objcctive tllUtlysis and careful investigation. 

The purpose of this study is to examine the actual market Ol)erations 
of a number of traders to see whether valid generaHzations can be 
dra"m as to characteristic behavior patterns and the relation of such 
patterns to the functioning of gmin iutur~s markets. It is an analysis 
of the trading of 8,022 customers of a large Chicago .futures commis
sion firm over the O-yeal' period it'om .January 1, 1024, to December 31, 
1932. Two types of analysis are used. The first involves case studies 
of two exceptional traders, both of whom traded on a ]arge scale. 
One, howcyer, suffered the largest losses of any trader in the sample, 
while the other made the greatest profits. These casc studies are fol
lowed by a statistical analysis of the futures ma,rket activities of all 
traders in the sample. In this analysis an attempt is made to dis
cover meanin¥ful classifications of traders and of types of trading and 
to l'ehtte tmchng activities to price movements and l)rofit or loss sit
uations. 

CASE STUDY OF AN UNSUCCESSFUL TRADER 

The first case study is an examination of the operations of Trader 
No. 7830, a businessman, and evidently a person of considerable means, 
residing in California. He was not 11 typical trader, but It most 
unusual one. Altogether his trades in wheat futUres through the firm 
which supplied the information for this study amounted to 14,425,000 
bushels, IllS trades in corn futures to 505,000 bushcls, in oat futures 
to 2'15,000 bushels, anclin rye futures to 155,000 bushels. This b'adin~ 
extended from November 17, 1924, to October 29, 1932, and resllitecl 
(after commissions) in losses of $4:00,089 in ,,;heat futures, profits of 
$1,69:1 in corn futures, and losses of $13,996 and $821, respectively, in 

• 

• 

• 

oats and rye. The net outcome of 7830's g~'ain futures transactions 
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through this firm, therefore, was a loss of $413,212. Because of the 

• 
variety and scope of his activities as well as their striking outcome, 
the trading of 7830 provides a good introduction to many aspects of 
futures trading. 

INITIAL TRADES 

Trader 7830's initial trade in wheat futures through the firm was 
on November 19, 192,.1:, when he made a short sale of 10,000 bushels in 
the 1925 May wheat future at a price of $1.(;0% pel' bushel. On the 
next day he botwht 10,000 bushels of the same future at $1.57lj2 per 
bushel. 'When tl1ese two contracts were set against each other it wus 
found that Trader 7830 was in the following position: 

Contrllct to sell 10,000 bU$hels Ilt %~1.60%_____________________ $16,037.50 
Contrllct to buy 10,000 bushels ut $1.57¥.l______________________ 15,750.00

Profit __-______________________________________________ 287.50 

From this profit of $287.50 Tl'Ilc1er 7830, who was not a member of the 
Chicago Board of Trade, had to pay the minimum commission for 
nonmembers, which was $25. This left. him a net guin of $262.50. 

• 

'1'he price of the 1025 ~[ay future had risen from It low of approxi
mately $1.20 pel' bushel early in July 102~~ to the $1.60 level by the 
middle of November. The increase had not been steady, but had 
occurred in three WR\·es. The first two waves had each been followed 
by l\, recession. The third wave, ill the early part of November, had 
exhibited the sharpest rise of the tlu'ee, prIces having risen from a 
low of $1.4d1h on XoYember 3 to a high of $1.63% OIl November 13, 
just seven trilclillg days litter. Then for several days there was reIn.
Lively little elumge in price. Perhaps 7830 thought that !\ third re
cession was about to set in. 01' it may be that he was a "chart trader," 
and t.he price had gOlle through 1\ short-run "resistance point." In 
any event he sold short, and the next clay the market sagged sharply
to the profit of Trader 1830. 

On this second dRY, November 20, 1924, Trader 7830 made his sec
ond short sllle. Turning to the corn futures market, he sold 5,000 
bushels of 1025 ~fay corn shOrt at $1.22% per bushel. Corn prices 
had also been rising. The 1025 May corn future had risen in three 
Witves from a low of about 85 cents per bushel in early July. The third 
wave had been followed by a recl'ssion, and It fourth price rise WitS 

undel' way. A slight dip in this movement came after November 19, 
and dllring this dip 7830 made his short SIde. He eovered his short 
position by purchasing the future on November 21 at $1.19%, and 
made a, profit of $125 minus the commission of $12.50 on the 5,000
bushel tra nsaction. 

• 

After this auspicious be~iJlning Trader 7830 entered the market 
again on the following clay, November 22, and again sold short. This 
time he sold 5,000 bushels of the 1025 ~Iay wheat future at $1.58%.. 
But the expected dl'cline in the market diclnot occur. Prices rose and 
remained fairly steady. Trader 7830 did not covel' his position, but 
on November ~6 he JHll'('hasecl 5,000 bushels of 1925 July wheat nt 
$VU% 1>l'1' bushel. Silwe he was short the Mlty future, the purchase 
of the .July establiHhNl a ;;spreaeV' He, was long the July future :md 
short the )Iay :future by l'qllalllmonnts . 

In tt spretu\ing oper'ation, if prices of both futlln's Wl're to rise to 
the same l'xtent. the,losses 011 the May.fnturc would exactly balance the 
profits on the July. Similarly if prices declined, his pl'ofits on t~e 

http:15,750.00
http:16,037.50
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May would be otfset by losses on the JUly. The May was an old-crop 
future, lind the p('ice reElected the estinHltes of demand fOI' the exist
ing supply clul'i\lO' th(· remainci('r of the crop yellr, nnd the costs of • 
stOl'illg wheM until May. The JUly futuro was It new-crop future, 
'\'Iwat wOlllclnot Ul' hlll'vested in 1925 ('urly ('nollgh to be deltvered on 
the May futUre, but newly harvested wheat might .be delivered 011 tho 
July futuI'e. Consequently the pl'ice of the 1925 July future reflected 
current l'xpectutiolls ill November 102·! as to the ['elation between sup
ply and demand at the beginning of the 1925-26 crop Yenr, The ex
pectlltions were that whellt wo'uld be relatively mOl'e plentiful in 
W25-26, a situution which would be conc1uchre to It small cuny-over 
of stocks of wheat into the Ilew crop yeal', and consequently the July 
futl1l'e sold for considerably less than the. May future. 

On N o \'('llJbe1' 20, when Trudel' 7830 estnbl ished the "spread" posi
tion, the eli !l'CI'eltre in pI'iee bctwC!en the May and July futures was 
20 cellts PCI' bushel. If this dill'(,1'('I1Ce were to decrease as It rcsult of 
the price of the Jllly 'future rising more rapidly thatl the price of the 
May ftltlll'(~-Ol' flllJing less rapidly-7SaO would havc gained. The 
profit on his long position in ,Jllly would have been greater than the 
loss on his short position in May, If, on the other hand, the price 
c1ifl'erences were to wieJen, 7830 would lose. 

This trader, howcvcl", docs not Seem to have looked Ilt his position 
as a I'Pgllltll' spreading opemtion, 1'01' in a few clays (on December 1) 
he Iiqllidated his long position in the .Tuly future. A week later, on 
December 8, Tl'Ildel' 7830 again bought 5,000 bushels of 1925 July 
wheat, but he held this long position only 11 week_ As a restllt of these 
two sets of transactions in the Jllly future, he had a total profit of • 
$200 minus $25 in ('ol11l1lissions. In the meantime prices had resumed 
theil' upward trend, and the ShOlt position in the May future, which 
he had been holdin.!.! all this time, necullllllnted larger' and lllrger 
losses. Finnlly, on December 19, Trader 7830 covel'ed his short posi
tion at II price of $1.'75Y2. Since he had sold tJ1C future nt $1.58%, he 
suffered a loss of$837,50 plus $12.50 in commission. 

CYCLE AND DURATION DEFINED 

In this study the cOlllbinationof trades by which a trader assumes 
n position, long 01' sl\ort, and then liquidates the position, is termed It 

"C'yele," The initial trades in wheat and COI'l1 -f1ltllres made by 7830 
tlll'otlgh the fi1'111, (h('l'l'fol'e, m;lY be summarized by saying that he 
f l'nded through t \\'0 short cye1es Ilnd 1"\"0 long cycles in wheat and one 
ShOd ('."<.',Ie in ('01'11., ,Fall I' of thl' cycles resulted in profits and one 
l'esllltNI 111 n los:;. 1 hI' :t))lOlmt of the loss on the one ullprofitable 
eyt'le more than C'onnterbalaneecl the profits on the fOllr oth~r cycles, 
so !hill the net l'rslllt of his tr'ading in futUres up to this point was a 
los.,> of $2~5 plus $7;,) in ('Oll1ll1 issiol1s. 

If \\'1,' give tlll' tt'I'Il! "d,lll'lltioll" to the nlllnber of trading days which 
l'\;\PS(' II ft(·\, tht' bt'gll1l1l1lg of a ('~'('l(· b('fol'e the cY{'leis completed, 
THao'" (in;l fin t''ych~s ill wht'llt Hilt! ('Ol'll futures may be described as 
follows: 

1. Short 1O,noo hu~llfll!; tlf \I'h('flt, (/uruttoll 1 c1a~', pl'ofit 82M,flO. 
!!, ShOrt :.,(\O(] lltwll('ls of eOI'll. dUl"lltlolI 1 fla~', proUt $12:'.00. 
a. :lllul'! 5.11110 hUsh('ls oj' 11'1)(>11[, (lul'nUon :12 clll,\s, lllss $H;li,;;t), 
4, LOll)! ;),O\)I) husht'ls of wll('l\ t. (1111'1\ t lilll :{ lI11."S. [l1'Otit $Si.iiO. • 
5, LUll!> 5,()QO buShpls of wheat, dUL'IlUull G lInys. [lrulit $ll!!,50, 
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AN ANALYSIS OF SPECULATIVE TRADING IN GRAIN FUTURES '1 

TRADITIONAL BEHAVIOR OF INEXPERIENCED THADERS 

There is It common belief that inexperienced traders cut their profits 
short but let theil' losses l'llll, whereas experienced traders cut their 
losses short and let their profits run. In his eady tmdes, 7880 acted 
according to the tl'lldition:ti pattern fOl' the inexperienced tmder. 

There can be little doubt that in the above sample of his tl'llding 
activity 7830 tended to cut his profits and let his loss !'till. The total 
duration of thefollL' profitable cycles was only half the duration of 
the single unprofitable cycle. If 7830 had cut his loss and let the 
profits run, his proHt on the fil'st cycle might ha Vo become a loss, since 
the profit on his short sale lu'ose out of a short dip in 11Il upwuI'd price 
movement. This was also true of the short sale in corn futures, His 
loss on the third cycle would ha\'e been gl'(~atly reduced, unci his profits 
011 cycles four and five would ha\'e been in('l'eased. The net I'estilt 
is in doubt, and it should not be infened that all 7880 needed to do 
to blx'0ll1e a suceessful tt'ader waS to adopt a simple maxim with re
spect to the pl'oper time to close out position:>, H success could be 
achieved so easily, there would be few unsuccessful tmdel's en futures 
markets, The early expe1'ience of 78:30 illustmtes how n trader who 
takes It position conntel' to the trend of the market and holds that 
position fOl' some time must nec('ssal'ily snn'et' serious losses. His later 
eXJ?,el'ienee provicks adc1.i~onnl. ilhlstrnti~lIs of this fact. 

1he end lest cycles of (830 III the gl':llll fut.ures mal'ket have bl;'en 
descl'ibed in considerable detail. The laf(~r history of his hading will 
be described in more general tN'ms. Although there were periods of 
several months during which 78ao mtHle no trndes through the firm, 
he continued to tl'ade in grain futll1'es until October 20, 1032. The 
scale of his trading grew untH he became one of the lnrgest accounts 
held by the fh'm. 

Tuble 1 lists 7830's trading cycles in each grain by date of comple
tion. The first £0111' cyeles of tradin~ in wheat futllres have nlrendy 
been described, 'rhe fifth cycle in Wlleat futures consisted of a pur
chase Ilnd SIde of 10,000 bushels of the 1925 July whent future all on 
one day, :March 5, 1925, In this ('ase the maximum position is shown 
as zero, since the definition of position used here is the open commit
ment in It future ilt the close of a. trading day. 

IN·AND·OUT CYCLES 

'V11Cre a cydebegins with a pUl'chase 01' a s~le and ends with a sale 
01' purchase made on the snme day, no conlll1ltment remains open at 
the end of the day, In thesc eaSI;'S the cycles htl \'e not been classified 
as long or shorl, 'but al'e tel'med "in-nllcl-out." Actually the lmtier 
did take a position long 01' short within the clay, depencling on whether 
the plIrl'hase prcceded the sn lc 01' vice v('rsa. The ellst Ol11el' ledgers 
or tlw fil'l11, ho",eVl'I" do not clisclos(l the OI'del' in whi('h the tmdes 
,,'Cl'e mIllie, nnd cOllscqll('ntly it is impossible to distingllish between 
long and short c)'l'le~ which were init ialed and cOl1eludell 011 the 
SIlJlIe day,

FOllrtpcn of 7R!~O's wlwnt flltl1l'pS Cycle" were in-and·Qut (',,('les. 
TW(llvc of these l'csu\tl'C1 in profits, He also tl'aded in Ol1e profitable 
ill-and-ollt ('yelp in ('orll and one in rye. His experienee in these cycles 
is SIUllmarized in table 2. 
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00 TABLE I.-Trader 7880: Principal characteristics of illdi~id·ual trading cycks, listed by date of completion 
• 

Total amountl ~ bought 

Grain Maxj- ~ and Cumu!aDura- mum Rela
cycle It'uture First trade Last trade tion posi- tion to Long or short Profit or ti'¥e profit ~ lossnumber or loss t"tion Quan- maxi

tity mum III 
posi
tion ~ 

------. 
WHEAT ~ 1,000 1,000

Date Dale Days bu. bu. Ratio ....
L ______ 1925 May________ Dollars oNov. 19,1924 Nov. 20, 1924 1 10 10 1.002. ______ 1925 July_________ +288 o

Nov. 26, 1924 Dec. 1,1924 3. 5 5 1. 00 - ....3 ____________ do ___________ - +375Dec. 8,1924 Dec. 15,1924 6 5 5 1. 00 .L ______ 1925 May ________ - +487Nov. 22,1924 Dec. 19, 1924 22 5 5 1.00 -350 S5_ _ _____ 1925 July_________ 
~ 

Mar. 5,1925 Mar. 5,1925 0 0 106 _____ ______ do ___________ ------ -63- !Ill\Iar. 6,1925 Mar. 7,1925 1 10 10 1. 007____________ do ___________ - -738Mar. 11, 1925 Mar. 12, 1925 1 5 5 1.00 t='fl _______ 1925 May________ - -669Mar. 13, 1925 Mar. 14, 1925 1 10 20 2.00 t!l 
[)- ______ 19261\·fay________ - -1,519Oct. 15,1925 Oct. 26,1925lO ___________do ___________ 9 10 10 1.00 -1,581 ~ Nov. 13, 1925 Nov. 14, 1925 1 10 10 1.00Ll ___________do __________ • . - -1,781Nov. 27,1925 Nov. 28, 1925 1 10 10 1.00 _ - -1,531 ~l2_ ----T- ___ do 

-

Dec. 1,1925 Dec. 3,1925 2 10 20 2.00 _l3___________do___________ - -2,206Dec. 5,1925 Dec. 5,1925 >14___________do ___________ 10 ------ -2,093 o-Dec. 7,1925 Dec. 8,1925 1L5 ___________ do ___________ ° 10 ° 20 2.00 -2,318 ::tl- ....Dec. 9,1925 Dec. 9,1925 0 0 10L6 ____ -_ 1926 July_________ ------ - -2,518 o
Dec. 12, 1925 Dec. 12, 1925 0 0 20L7______ 1926 May________ ------ - - -2,693Dec. 10,1925 Dec. 16, 1925 5 20 40 2.00L8 ______ 1926 July_________ - -4,043Dec. 14, 1925 ____ ~do-------19______ 1926 May ________ 2 20 20 1.00 - -4.,468 ~ 
Dec. 19, 1925 Dec. 22, 1925 ::tl!G ___________do___________ 3 10 20 2.00 -4,294- t!lDec. 23,1925 Dec. 29, 1925 4. 30 30 1. 00 _!L__________do ___________ Feb. 26,1926 - -2,994

Feb. 26,1926 0 0 20!2___________do ___________ Mar. 4 1926 ------ - -2,945
Mar. 5 1926 1 10 10 1. 00 g _? R?n+ 

·r 
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+700 -2,12030 50 I-----do-----------6, 1926 l\far. 11, 1926 5 20 Short. ____________
23 __ - --t--- _do_ ---------- Mar. 1.1. 00 +113 -2,007
24- _____ 1926 July_________ 1\Iar. 19, 1926 Atr. 12, 1926 19 5 5 Long______________ +1,201 -so('
25______ 1926 May________ Mar. 12, 1926 1\ ay 29, 1926 66 

2.00 
_____do____________ -43160 60 1.00 

26______1 1926 July_________ June 5, 1926 2 10 20 
1. 00 

_____do____________ +375
June 3.1926 +475 +44 ~

27_____ .1---- .do___ - ------- June 10; 1926 July 13, 1926 26 20 20 Short_____________ +612 +656
28______ t 192(j December____ July 13, 1920 Aug. 3,1926 18 20 40 2.00 Long______________ ~
29______ 1_____ do______ - ____ 14 10 10 1. 00 +125 +781

Aug. 27, 1926 S(':pt. 14, 1926 In and out_________ +100 +881
Sept. 15,1926 0 10 Long______________ 

+125 +1,006 ~30_ --'--t----dO----------- Sept. 15, 1926 
10 10 1.0031__________,_do. __________ Sept. 21, :t926 

1. 00 
_____ do____________ UJSept. 17, 1926 +200 -t"l,206 ....

32______ 1927 July_________ May 4, 1927 May 7,1921 10 10 _____do____________ 
+906 +2,112 UJ

May 21, 1927 20 20 1. 00 Short_____________II 

1. 00 +390 +2,502 0

4, 1927 8 10 10 Long______________ >:jMay 25, 1927 June -302 +2,200
35 ______ !_____do___________ July 30,1927 47 5 5 1. 00 UJU:=====!=====~~=========== 

May 11,1927 

June 4, 1927 
1. 00 _____do____ ----____ +356 +2,556 'lj

36 1927 September___ June 23, 1927 Aug. 10, 1927 40 10 10 
1.00 

_____do____________ -7,194 -4,638 t:<l37______
______ 1927 December____ Aug. 6,1927 Dec. 1,1927 96 50 50 _____do____________ 

+8,862 +4,224 0
38______ 1928 1\1ay ________ Oct. 21,1927 Mar. 29, 1928 114 90 110 1.22 _____ do____________ 

+4,637 c:
39______ _____ do___________ "Mar. 30,1928 Mar. 31,1928 1 30 30 1. 00 _____ do____________ +413 t" 

40 ___________ do___________ Apr. 2,1928 8 
1. 00 

_____do____________ 
+1,990 +8,239 ....Apr. 12,1928 30 80 2.67 +1,612 +6,249 ~ 

4L _____ 1928 July_________ Apr. 4,1928 _____do_______ 6 50 50 
Short~____________ +8,714 -<+475 t:<l

42 ______ 1928May________ Apr. 12,1928 Apr. 13,1928 1 10 30 3.00 _____dc____________ -3,893 +4,821
43 ______ 1928 July______________do_______ A~r. 25,1928 11 70 220 3.14 Long______________ 

-4,988 -167 1-3 

44______ 1928 May ________ Apr. 17,1928 27 70 
1.00 

_____do____________ -8,563 -8,730 >l\- ay 18,1928 150 2.14 =:e 

45______ 1928 July_________ May 18,1928 July 5,1928 39 70 70 
1. 00 

_____do____________ -20,280 t:l-11,550 .....
46 ______ 1928 September___ June 5,1928 Sept. 22,1928 92 40 40 

1. 69 
_____do____________ -.60,902 -81,182 Z

47. _____ 1928 December.___ June 14,1928 Dec. 29,1928 162 255 430 _____ do____________ 
-40,043 -121,225 0 

48_ _____ 1929 May ________ Sept. 25, 1928 May 177 
1.67 

_____do____________ +575 -120,61)0 .....1, 1929 415 650 1. 57 

49 ______ 1930 May ________ Aug. 12,1929 Aug. 13,1929 1 30 50 In and out_________ +625 -120,025 2! 

50 ___________do___________ Aug. 14,1929 Aug. 14,1929 0 0 50 Short_____________ +1,418 -118,607 0 

5L _____ 1930 March_______ Nov. ·1,1929 Nov. 5,1929 1 100 Long______________ -32,949 -151,556 >100 1. 00 =:e 

52______ 1929 December____ May 1,1929 Nov. 16, 1929 165 600 2,440 4.07 Short_____________ +438 -151,118 .... 
53 ___________do___________ Nov. 19,1929 Nov. 20,1929 1 50 50 1.00 Long______________ Z

-81,101 -232, ZI9
54______ 1930 May________ Aug. 19,1929 Jan. 30,1930 135 600 1,050 1. 75 _____do____________ 

+749 -231,470 ~ 

55 ___________do___________ Feb. 19,1930 Feb. 28,1930 7 75 75 1. 00 
In and out.________ +250 -231,220 

d
,.::

56 ___________do___________ Mar. 1,1930 Mar. 1,1930 0 0 50 
1.00 Long______________ +687 -230,533 c:

57___________do___________ Mar. 3, 1930 tfar. 7, 1930 31 50 50 
1. 00 

_____do____________ 
+687 -229,846 =:e

t"l
58______ 1930 December____ May 5,1930 ay 13,1930 7 25 25 

2.00 
_____do____________ 

+656 -229,190 UJ
59___________do___________ May 14,1930 May 16,1930 2 25 50 1. 00 _____do____________ -15, 938 - 245, 128
60 ______ 1930 July_________ A~r. 14,1930 June 24,1930 67 75 75 5. 12 _____do____________ -51, 108 -296,236

Sept. 4,1930 88 400 2,050
6L _____ 1930 December____ 1\ ay 19,1930 1.00 _____do____________ -25,464 -321,700 c:o
62______ 1931 May________ Aug. 5,1930 _____do_______ 24 250 250 
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TABLE l.-Tmder 7830: Principal characteristics oj individual trading cycles, listed by date oj Mmpletion-Continued ~ 
o

tot., amount 

i 
~ bought 

Grain Maxiand Dura- Curllula.-Future First trade mum I Rela- Profit orcycle Last trade tion posi- tion to Long or short 
loss tive profit


number 
 or losstion /Quan- ma:l.i
tity mum Cj 

posi-
I tion ~ --------- _. -Wheat-

Con. 1,000 ~ 
1b~033 ______ Date Date Days bu. Ratio Dollar:s ....

Long______________ <:>34 ______ . --- --- Sept. 6, 1930 Sept. 15, 1930 7 100 100 1. 00 -4,687 7 <:>Sept. 22, 1930 _____ ___________35 _______ Nov. 18, 1930 46 60 220 3.67 ....do~ 

-3,627 4------ Nov. 20, 1930 Nov. 20, 1930 0 -0 25 In and out_________36______ . ------ +63 1 ------ Nov. 22, 1930 Dec. 19, 1930 Long______________37______ 22 25 35 1. 40 ~ 
Dec. 19,1930 Jan. 3,1931 11 _____ do____________ +257 4

38 ______ . 15 15 1. 00 -322 619 Jan. 3, 1931 Jan. 5, 1931 1 15 15 1.00 Short_____________ f1l·1 168 8Jan. Long____~ _________'0 ______ ------ 5, 1931 June 5, 1931 126 50 100 2.00 
'1 ______ 

)Hr____ June 3, 1931 Nev. 25,1931 145 250 1;285 5.14 ____•.dr.-____________ -1,946 '4 & .- 14,368 ' 2 "'d
'2 ______ . ------ Sept. 16, 1931 Nov. 27, 1931 59 875 2,545 2. 91 _____do____________ 

-7,013 ' 5 !'3
'3 _______ Nov. 30, 1931 Nov. 30, 1931 0 0 15 ------ In a.nd out_________ 

_____do____________ +37 - 8
'4 _______ ------ Dec. 1,1t'31 Dec. 1,1931 0 0 20 ------ +138 . 
'5 Jan. lU, 1932 Jan. 20,1932 l' 25 25 1. 00 Long______________ o ~ 

)er____ July 27,1932 _____do____________ +49 . 1 :.'6 _______ July 28, 1932 1 25 25 1. 00 +656 5 c
'7__ :. ____ JUly 29,1932 July 29, 1932 0 0 25 ------ In and out_________ l:d 
'8 _______ -----_ JUly 30,1932 July 30,1932 0 0 25 _____do____________ +45 : o 

------ +63 .
'9 _______ -----_ Aug. 1, 1932 Aug. 4, 1932 3 25 90 3. 60 Long______________ 7 

_____ do____________ +598 - 9;0 _______ ------ Aug. 5,1932 Aug. 9,1932 3 75 100 1. 33 +1,088 - 1_____do____________,1 _______ ------ Aug. 10,1932 Sept. 19, 1932 33 175 525 3. 00 -7,718 
,2_______ .----- Sept. 21,1932 Sept. 21, 1932 0 0 50 In and out_________ - !.----- Sept. 22,1932 Oct. 24, 1932 29 100 Long______________ +263 
a ,y . __________ do_______ 275 2.75 -5,039 - 5Oct. 29 1932 34 20 55 2.75 _____do____________ -1.032 - 7 

~. 'r 
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_____________ 

ot, 

CORN I1_______ 1925 ~fay________ 1. 00 ShorL ___________Nov. 20, 1924 Nov. 21, 1924 ] 5 5 +125 +125 
~ 2____.___ _____do ___________ Loug ______________ 

Dec. 29, 1924 Jan. 5, 1925 5 5 5 1. 00 -207 -82 
Sho~tf:; 3 _______ H)26 May ________ ~Nov. 10, 1925 Dec. 3, 1925 18 20 30 1. 50 -400 -482 

:=; 4 _______ Lons _____________1929 December____ July 22,1929 July 26, 1929 4 25 25 1. 00 +500 +18 _____ do___________ _____do____________1 5 _______ July 30, 1929 July 31, 1929 1 50 50 1. 00 +469 +487 _____ do___________ _____do____________TG_______ Aug. 3,1929 Aug. 24,1929 18 100 125 1. 25 +2,437 +2,9247_______ _____ do ____________ 1930 December____ Sept. 3, 1930 Sept. 6, 1930 3 100 100 1.00 -219 +2,705 ~ Short_____________8 _______ 1931 ~1ay________ Nov. 21, 1930 Dec. 20,1930 24 25 50 2.00 +388 +3,093 re ., 9_______ 1931 July_________ Long ______________ mDec. 5, 1930 Jan. 3, 1931 23 10 10 1. 00 -932 +2,16110 ______ Short_____________1931 September___ July 16, 1931 July 17,1931 1 5 5 1. 00 +25 +2,136
1L _____ In and out_________ ~ 1931 December____ July 27,1931 July 27, 1931 0 0 25 +157 +2,343Short_____________ m12______ 1932 ~1ay________ Oct. 24,1931 Oct. 27,1931 2 5 10 2.00 +37 +2,380 I'd _____ do____________13 ___________ do___________ Oct. 29,1931 Nov. 25, 1931 22 5 15 3.00 +31 +2,411 tzJ _____do____________14 ___________ do___________ Aug. 30,1932 0Aug. 31, 1932 1 50 50 1. 00 +ti45 +2,956 

E! 
OATS ~ 

Long ______________ L ______ 1925 May ________ Nov. 17, 1924 Nov. 19,1924 2 20 20 1. 00 +37 +37 _____ do____________ ~ 
2 _______ 1929 December____ Aug. 26,1929 Aug. 28,1929 2 50 50 1. 00 +312 +349 _____ do____________3 ____________ do___________ Sept. 11, ~929 1-3Nov. 6,1929 47 175 J75 1.00 -13,733 -13,384 

~ 
tj

RYE Z
L ______ 1926 May ________ Short_____________ ClDec. 12, 1925 Dec. 14,1925 1 20 20 1. 00 -101 -101ljong______________2 _______ 1928 July_________ Apr. 3,1928 Apr. 11, 1928 6 20 20 1. 00 +650 +549 Z3 _______ 1931 September ___ June 22, 1931 June 22, 1931 0 0 5 In and out_________ +62 +6114 ____________ do___________ Long ______________ ClJune 23, 1931 June 24, 1931 1 5 t; 1.00 +25 +6365 ____________do___________ _____ do____________ l=I

June 30, 1931 Sept. 3, 1931 55 10 15 1. 50 -312 +324 ~ _____ do___________:6 _______ 1931 December____ Sept. 3,1931 Sept. 14, 1931 7 5 5 1. 00 +156 +4807____________ do ___________ _____~o____________ Z
Sept. 21, 1931 Sept. 23, 1931 2 5 5 . 1.00 +31 +5118____________ do___________ 1.00 _____dO____________Sept. 24, 1931 Oct. 15, 1931 17 5 5 +25 +536 d9_______ 1932 May ________ 1.00 _____do____________Oct. 8,1931 Oct. 20, 1931 9 25 25 +719 +1,255

10______ 1933 May ________ 1. 00 _____do____________Aug. 30,1932 Sept. 19, 1932 16 50 50 -1,688 -433 ~ 1 tzJ m 

..... ..... 
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TABLE 2.-Trader 7830: Swmma1'Y of in-and-old cycles 

Average Average Total Profit or
1rofit or quan-Type of cycle and outcome Cycles profits loss peross per tityor losses bushel •cycle bought 

Number Dollars Dollars [t,OOO bu. Cents 
Profitable wheat futures cycles ___ 12 2,033 169 25. 8 O. 66 
Unprofitable wheat futures cycles_ 2 -375 188 15.0 -1. 25 
Profitable corn futures cycles ____ 1 157 157 25.0 .63 
Profitabie rye futures cycles _____ 1 62 62 5.0 1. 24 

Net profiL ______________ ------- 1, 877 -----,--- -------- --------Less commissions _____ .____ 925 


Net outcome _____________ 
------- 952 ...,------- -------- --------

It may be seen that 7830 was moderately successful in his trading in 
in-and-out cycles, although the commissions paid amounted to almost 
half of the net profits from this type of trading. 

SIMPLE AND COMPLEX TRADING CYCLES 

In addition to the in-and·out cycles it is possible to draw a distinction 
between simple cycles and complex cycles. In a simple cycle the trader 
builds up a position j 101)g or short, and then liquidates or covers that 
position. In such cases the total amount of the future bought is equal 
to the maximum position attained. 

Sometimes a trader will buy and sell various quantities of the future • 
during the cycle without completely liquidating or covering the posi
tion. This O'ives rise to complex cycles. In such cases the total 
amount bOUgIlt will exceed the maximum position. An illustration 
may be found in cycle 28. Trader 7830 sold 10,000 bushels of the 1926 
December future on July 13, 1926, and another 10,000 bushels on July 
16. On the 23(1 he bought 5,000 bushels and thus reduced his short 
position from 20,000 bushels to 15,000. On the next day he bought 
25,000 and sold 20,000, leaving him short 10,000 bushels. This position 
he finally liquidated on August 3. The maximum position was 20,000 
bushels short, but the quantity bought )Vas 40,000 bushels. The addi
tional20,OOO arose from the sale of 20,000 bushels on July 24 after the 
trader had started to cover his position. 

A complex cycle may result from buying and selling on the same day, 

or itmay arise from buying and selling on different days. An illustra

tion of the latter situation may be found in wheat futures cycle 38. 

This cycle was made up of the trades and positions in the 1928 May 

wheat future shown below for the days on which trading oceurred: 


Tratlina anti raul/alit po.•ilion 

Date a/trade Trade Position 
Oct. 21, 1927 ______Bought 20,000 bushels __________ Long 20,000 bushels. 
Nov. 14, 1927 __________do_______________________Long 40,000 bushels. 
Nov. 15, 1927 ___ --Sold 20,000 bushels_____________Long 20,000 bushels. 
Nov. 16, 1927 _____ Bought lO,OOO bushels __________Long 30,000 bushels. 
Nov. 18, 1927 __________ do _______________________ Long 40,000 bushels. 
Dec. I, 1927______ Bought 50,000 ):mshels__________Long 90,000 bushels. •
Mar. 29, 1928 _____Sold 90,000 bushels _____________ Zero. 
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A,.~ A,.~ALYSIS OF SPECULATIVE TRADING IN GRAIN FUTURES 13 

In this case the total amount bought was 110.000 bushels, while the 
maximum position attained was 9-')pOO long. The difference arises 
from the sale of 20,000 bushels on November 15. 

A simple long cycle is one in which a position is acquired by a 
series of purchases uninterrupted by a sale, and is then liquidated 
by a series of sales with no mtervening purchases. In the simple 
short cycle a series of sh0rt sales is followed by a series of purchases. 
Whenever either the process of acquiring the maximum position or 
liquidating it is interruR,ted by transactions of the opposite natUl'e, a 
complex cycle arises.1 lhe complexity of the cycle is indicated by the 
relative quantity of ale maximum position and tIle total quantity 
bought. In the simple cycle the total quantity bought is equal to the 
maximum position. In the com1?lex cycle the total quantity bought 
is greater than the maximum posItion. 

The column in t~ble 1 which shows the ratio of the amount bought 
to the maximum position indicates the complexity of the Qijferent 
cycles. For almost 31'2 years, from November 1924. to April 1928, 
Trader 1{830 confined himself largely to simple cycles. Beginning 
with wheat futures cycle 43 in AprIl 1928, Trader 7830 began to trade 
on a larger scab and to introduce a greater degree of complexity into 
his trading. Ignoring the in-and-out cycles, the average of the maxi
mum positIOns for cycles through cycle 42 was 18,300 bushels, and the 
average quantity traded was 23,600. For cycles 43 through 83 the 
averages were 152,(j00 bushels and 401,100 bushels, respectively. 'rhe 
ratio of quantity traded to maximum position was 1.29 for the earlier 
cycles and 2.63 for the later cycles. The later cycles also extended 
over a longer period. Including the in-and··out cycles, the average 
duration of 7830's first 42 cycles was 13 trading days, while the average 
duration of the last 41 cycles was 38 trading days. 

PROFITS AND LOSSES IN COMPLEX AND SIMPLE CYCLES 

It is of interest to note the chief characteristics of the more complex 
cycles, which for present purposes may be taken as those cycles in 
which the total quantity traded is more than three times the maximum 
position. Table 3 shows these characteristics. 

:Most of these were important cycles in the trading experience of 
7830. With the exception of cycle 78, they resulted in losses. The 
most complex cycles were predominantly unprofitable, but heflty 
losses were also sustained on less complex cycles. 

Further evidence on the relation between the complexity of trad
ing and the profit situation of 7830 is presented in table 4. This 
table gives the number of profitable cycles and the number of un
profitable cycles classified as simple, complex, or in-and-out. The 
m-and-out classification and the simple cycles show a predominance 
of profit situations, while the complex cycles were more frequently 

1 By these definitions a simple cycle could in"ol"e in-and-out trading on the 
day the maximum pOSition was reached if the trades increasing the position 
were made before those reducing it. Other possibilities are that an in-and-out 
cycle is followed by a simple cycle starting on the same day, or a simple cycle 
is followed by an in-amI-out cycie on the final day of liquidation of the simple 
cycle. In these cases a simple cycle plus an in-and-out cycle looks like a Single 
complex cycle. Since it is impossible from the records to distin!.ruish these situ
ations froUi true complex cycles, all cases of cycles with duration of one day or 
more with in-and-out trading are classified as complex cycles. 
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TABLE 3.-'1'rader 1830; Oharactemtics of compcex cycles 

Quantity 
Maxi- Total bought Loss perDllra-Cycle No. mum 1,uantity to maxi- J"oss bushel •tion position ought mum traded 

position 

Days 1,000 bu. 1,000 bu. Ratio Dollar8 Cent843___________________ 
52___________________ 11 70 220 3.14 3,893 1.77 

166 600 2,440 4.07 32,94\) 1.3561 ___________________
64___________________ 88 400 2,050 5.12 51, 10H 2. 49 
70___________________ 46 60 220 3.67 3,627 1.65 

145 250 1,285 5. 14 14,368 1. 1278___________________ 
3 25 90 3.60 * 598 *.66 

• ProUt. 

unprofitable than not.2 This raises the question whether these cycles 
were unprofitable because they were complex, or whether the reversals 
of direction arid the in-and-out trading which tended to create the 
complex cycles were used by 7830 in the attempt to improve his posi
tion when faced with losses. 

TABLE 4.-Tmder 7830: Number of 'wheat futures cycles classified by 
type and profitabiltty . 

Unprofit-Type Profitable Totalable • 
Simplc_____.____________________________ _ 26 13 39.Coruplcx _______________________________ _ 12 18 30In-Slld-out _____________________________ _ 12 2 14 

Total ____________________________ _ 
50 33 83 

It is possible to reach some conclusion on this question insofar as 
the complexity of 7830's tmding 11rose from in-and-out trading-and 
this was the chief source of complex cycles. This speculator tmded 
in wheat futures on 430 days. On 152 of these he engaged in in-and
out trading; that is, he both bought and sold the same wheat future. 
Since on some days he traded in~and-out in more than one wheat fu
ture, there are 156 instances of in.-and-out trading in wheat futures. 
In 14 cases the in-and-out trading constituted It distinct cycle. In the 
other instances the in-and-out trading contributed to the complexity of 
the current cycle of trading. The results of 7830's in-and-out cycles 
have been discussed Ilbove. 'Ye may now consider the results of his 
in-and-out trading in tbe 142 instances in which it did not constitute 
a distinct cycle but was part of a complex cycle. 

• Judged by the Chi-square test of Independence, results. differing liS much as • 
these trom a proportional distl'ibution of pl'otitable lind unprofltnble cycles be
tween the different types of cycle would arise by chance less thun ollce in a 
hundred times. 
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In in-ancI-out trading thl! amount purchased mayor may not be 
equul to the umount sold. .An illustt'ution has already been given ill 
cycle ~8 of a ;l!~e in which ~he amounts bought and sold wel'enot equal. 
In tillS case 1830 bought 20,000 bushels. and sold 20,000 bushels of the 
1926 December wheat futllL'c on July :24, 19:26. In such a case 1m mlly be 
suid to have traded in-al1.d-out 20,000 bushels. On the other himd the 
amounts bought and sold may be equal. Indeed this wus 7830's favor~ 
ite method of in·und-out trading. In addition to the H: il),-and-out 
cycles in which the amount purchased wus necessarily equal to the 
amount sold, there were S3 instances in which the amounts bought and 
sold were equal. This may be compared with the 59 cases of within
cycle in-and-out trading where the amounts bought und sold were 
not equal. 

Another point with respect to 78SCl:s within-cycle in-and-out trad
ing may be noted. This type of ttnding was relatively uncommon 
during the cady part of his trading careei·. As time went on and his 
t1'llding il)creased in size anclfl'equell('Y, in-and-out trading became 
more prominent. During the first year of his tradin~ (November 
19, 192,~, to N ovembel' H, 1(25) 7830 engaged in in-anCl-out tl'llding 
on only 2 clays of the 20 on which he traded. In a similar period 6 
yeilt'S latrt' (November 1, 1930, to October 31, 1931) he tmcIed in-and
out on 47 days out of 75. 

Is this increasing resort to in-anel-out trading clue to the fact that 
7830 had found hem a successful method of trnding~ It is not pos
sible to give n cntegorical answer to this question, but it is possible to 
summarize the major features of his within-cycle in-and-out trad
ing. This is done in table 5. It may be seen that in 104: cases out 
of 1<12 the selling price was higher than the buying price, and 7830 
mav be looked upon as having made a profit as It result of the in
amI-out tmding, The total amount of thiS profit was $30,978, against 
which must be set the $9,118 of losses incurred in the 32 cases where 
the buying pt'ice was highet' than the selling price. In addition it 
was necessary fOL' 7830 to pay $H,988 in commissions, so the net out
come of this type of (mding was all improvement in his position 
which may be valued at $6,872. 

These profits, although smull compared with the volume of trad
ing done, were not inconsidemble, and this suggests the possibility 
that 7830 had hit upon Il method of trading which could be counted 
on to give him small but reasonably consistent profits. These in· 
and-out transnetions could have been the reslIlt of trading in privi
leges, a special type of trnding that has been carried on at various 
times on grain futures markets. The following brief description of 
pl'jvilege tmding and its possible bearing upon the trading methoas 
and patterns analyzed in the stuely is presented, in view of the im
portance of suell trading in some of the years covered by the survey. 

PRIVILEGE TRADIi'\G 

The "privilege" may be characterizeel as a second-degree future. 
The futuI'e is a contract to buy or sell the commoclity at a future time, 
The privilege is an option to buy or sell a. future at a fllture time. 
Privilege trn(ling was prohibited by the Commodity Exchange Act 
allwndments ofW:Hi, but ellll'ing most of the pel'ioel studied, i. e., from 
.Junuary 13, Ifl2G. thro\lgh December 31, 19:32, there was trading in 
privileges on the Chicago Board of Trade. 
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TABLE 5.-Trader 7830: S·ummary of within-cycle in-and-out trading 
in whea~ futu;res 

" 

Purchases and sales •
Classification 

Equal Not equal Total 

Instances when selling price was- Number Number NumberHigher than Quying price ______ . _______ 64 40 104Equal to buying price _________________ 4 2 6Lower than buying price______________ 15 17 32 .. 
Total number:._____________________ 83 59 142.. 

Quantity purchased when selling price was- 1,000 bu. 1,000 bu. 1,000 bu. Higher tr..!ln buying price ______________ 2,415 1,950 4,365Equal to buying price _________________ 125 75 200Lower than buying price ______________ 715 715 1,430 
'Total quantity_____________________ 3,255 2, 740 5,995 

Profit or loss per bushel when selling price 
was- Cents Cents Cenls 

Higher than buying price (profit) ______ o. 64 0.80 O. 71Equal to buying price _________________ .00 .00 .00
Lower than buying price (loss) _________ .49 .78 .64 

Aggregate profits or losses when selling price 
was- Dollars Dollars Dollars 

Higher than buying price (profits) ______ 15,367 15,611 30,978

Equal to buying price (even) __________ 0 0 0 

Lower than buying price (losses) _______ 3, 515 5,603 9,118 
 •

Net pr?fi~s 11,852 10,008 21,860Commlsslons______________________ 8, 138 6,850 14,988 
Net outcome______________________ ~, 714 3, 158 6,872 

If It trader believed that the price of It particular future would be 
higher the next day, or the next week, he would buy an "offer." 
This would mean that the seller of the offer would agree to sell the 
future to the buyer at a specified price, usually from 1 to 2 cents above 
the closing price of the future if the offer was good only next day, and 
at a somewhat higher price if the offer was good all next week. If 
the price actualv rose above the price stipulated during the specified 
period of time, ~the buyer could make an immecliat.e profit by selling 
the future at the market price and then exercising his option of buy
ing the future from the seller of the offer at It price below the market. 
If the trader expected a decline in price, he would buy a "bid," or an 
option to sell the future at It specified price, usually 1 to 2 cents below 
the closing price of the future. If prices declined below the specified 
price he could make a profit by buying the future in the market and 
exercising the option of selling to the seller of the bid. Privilege 
trading was an inexpensive, method of speculating, since no more 
than $5.50 was required to purchase It pdvilege, and only this amount • 
would be lost if the expected price movement did not materialize. 
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When the rmrchaser of a privilege exercised the privilege and took 
tin p:rofit, immedi.ately, the result was an in-and-out cycle. This was 
a common practice. On the other ha11(l he could contmue to hold the 
posltion obtained by exercising the privilege. The act of making 
good on the privilege would also ail'ect the position of the seller in one 
of two ways. He might enter into an opposite transaction imme
diately and take a loss, or he might permit the transaction to add to or 
reduce a line already held. 

The books o'l account available for this study did not provide direct 
information on privilege trading, but an employee of the futures com
mission firm who had first-hand ku<?wledg-e. of custom~rs' tradi~g 
states that 7830 was It liu'ge tru,der III prl'llleges. In mstances 111 
which he sold l)rivileges which were not made good, he would profit 
by the transactIOn, but it would have no effect on his futures position, 
and the re$ult would not be shown in any of the records used in this 
study_ If his in-and-out trading-was the result of exercising privileges 
purchased, it should have been profitable. '1'0 the extent that it was 
the result of privileges sold it would have been unJ;'rofitable, unless 
he had been holding a. position which showed a profit at the time he 
sold the privilege. 

'With these considerations in luind, 7830's trading may be examined 
in terms of the date on which it occurred, since such trading before 
January 13, 192(;, could not have been connected with privileges. Such 
an ex!unination does not yield very conclusive results. Of the 14 
distinct in-and-out cycles in wheat futures, 3 occurred before January 
13, 1926, and 2 of them were unprofitable. These were the only 
unprofitable in-and-out cycles in 7830's wheat futures t1'llding. On 5 
other days in the preprivilege period he had in-and-out trades which 
wel'e parts of complex cycles. In 2 instances he had profits, totaling 
$462: and in 3 instances losses, totaling $162. Thirty-one percent of 
his total trading before J annary 13, 1026, and 42 percent of his trading 
after that date, -was in-and-out. Consequently, 110 cl~lll' infel'enee with 
respect to the relation between 7830'5 hHllld-out trading and privilege 
trading is possible. 

It is conceivable that 7830's :in-and-out trading not related to priv
ileges resulted in fairly consistent profits. It is not possible to be 
certain on this point, since no information is available as to the orders 
given by 7830, .nor as to his methods of trading. .A.ll that we have is 
the record of his aetual trades. This shows when he did trade on both 
sides of the market. It does not show when he expected to trade on 
both sides, but was able to complete only one side of the transaction. 
This could have occurred in a Humber of ways, but a single illust1'll
tion will make the point clear. Suppose that 7830, on a given day, 
expected prices to fluctunte up and. down between. values of appl'Oxi
mately $1 and $1.01. He might, for example, order his broker to buy 
~5,000 busheJs of It gi\'en wh1?at future at $1 and sell :it at $1.01. If on 
the day on which the orders were to be executed, both of the prices 
-were reconled in the appropriate sequence, it would be possible for his 
broker to execute both tmdes and the trader -would have Ii profit of 
1 cent per bushel millUS his cOlllmission of one-<lul1l'ter of a cent. If 
pric('s broke, hO\\'O\"er, the purchase eould be made but not the sale, 
and the trad('l' would find himself with a long position in a declining 
market. If it were possible to c1i51;0\"er the extent of the losses 7830 
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suffered bccause of positions acquircd in this fashion, it is highly likely 
that it would be found tlutt on balance his attempts nt in-and-out 
trading were unpl'ofitable. 

It may be l'ccaned that 7830's complex cycles were predominantly 
unprofitable. In a llllmber of cases the complexity arose from in-nnd
out trading. 'rhe above discussion indicates, however, thut in-and
out trading as such was clearly not so unprofitable as to be un im
portant cause of the losses sustained in complex cycles. The more 
appropriate inference is that in-and-out trading was resorted to in 
the effort to improve the trader1s position in unprofitable cycles. 

TE~DENCY OF 7830 TO CUT PROFITS AND LET LOSSES RUN 

During much of his trading 7830 was faced with substantial losses 
on positions cllrrently held. This is evident from table 6, which shows 
the durntion of his positions in all commoditics and in different types 
of cyclcs. In every commodity the 1lumber of profitable cycles ex
ceeded the number of unprofitable ones. But in each case except, corn 
the total cluraLion was longer for the unprofitable cycles. Even in the 
cuse of corll futures 7830 tended on the average to hold his unsuc-

TABLE 6.-T7'Clder 7830: DU1'ation of C1JcZes, by grain and type of C1Jcle 

Successful Unsuccessful 

Grain and typo
of cycle Total Average Total Average

Cycles dura- dura- Cycles dura- dura
tion tion Lion tion 

Wheat: Number Days Days Number Days Day,~Long____________ 
28 392 14.0 25 1,618 64.7Short____________ 10 52 5.2 6 47 7.8

In-alld-ouL ______ 12 0 0 2 0 0 
I 

TotaL_______-I 50 J 44'1 I 8, 9 1,665 I331 50.5, 
Corn:Long ____________ 

23 7.7 3 31 10.3ShorL___________ 51 8.5 1 18 18.0
In-and-ouL ______ !I 0 0 -------- -------- --------

TotaL_________ 10 I 74 I 7.4 I 4 I 49 I 12.2 

Oats:Long____________I 
2.0 1 47.0 

TotaL________ 
2 I 4/ I 471 

21 41 2. 0 1 I 471 47. 0 

Long ____________ 
Short____________ 

Rye: 

------~-L---~:J--.~·-~- rI 7t I 3t gIn-and-ouL ______ 1 I 0 I 0 j ________ --------1--------
TotaL_______._ 7 I 42 

I 
j 3 

I
: 

! 
24.0

,f 6,0 i 72 i 
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ccssful cycles open 101lg(>t, than the suc'cessful ones, the longer total 

• 
c1ul'tltion t'or the successful corn eycles being explained by the rela
tively gt'eatel: llumbCl' of sllccessful cycles in this cOlllmodity. This 
table c1emonstmtes that fol' his entil'e. trading expel'ie.nce 7830 had a 
tendency to cut his profits, but to let his losses run. 

This feature. of 7830's activities in the grain futures market is even 
more clearly shown by the. other. characte.ri.stics of his tr.ading activity 
summarized in table 7. The llverage pt~ofit pel' cycle realized in his 
wheat futures trading was $(j28, as compared with an average ]oss 
pel' cycle of $11,08:3, .tIis trading in other commodities was on It VCI'y 
minor scale compared with wheat, lind in corn his profits exceeded his 
losses. For both oat and I'ye fut 111'('5, however, losses were greater 
than profits both in ttll1ount. and pet' cycle of tmding. In his long 
cycles in wheat futures-whi('h constituted the bulk of his trading
he tended to build up much larger positions during his unsuccessful 
cycl(!s than in those which rrsulled in pl'ofits. The avel'llgc mttximum 
position for the unsuccessful long whrac cyc1es was 181,000 bushels, 
·which may be compared with nn tl\'crage of ~S,900 bushels for the 
profitable cycles. Furthermore, he resorted to morcin-and-out trad
lllg and to interruption of the accumulation and liquidation process 
by contrnry trades, As a result the index of complexity for the un
suc('ess I'll I long whNltl\ltllrt's CYC It's W:lS ~.76, and fOl' the successful 
cycles was 1,30, For the short" wheat futures cycles the ratios were 
~.:2S and 1.17 for uns\lcce::,sful and successful cycles, respectively. 
Tmding in COl'll and oat futures was mostly in simple cycles, 

• 
The on:-r-all outcome of 78:30's tJ'ltding 1s presenteclln table 8, His 

tl'Hcling, on the whole, WIts extremely unprofitable, He made a small 
profit in t·Ol'll and It slight lQss. ill rye, His loss i11 oat futures was 
cOl1siderable, 1111(1 the outcome of his whentfutures trading was a loss 
of $·JOO,()()(). Altogethl'l' his losses on his trading through this firm 
amounted to $±]3,~12, including commissions. These are the largest 
losses sustained by :my trader in the sample. 

RELATION OF 'rRADING TO PRICE l\IOVE;\IENTS 

To understand how the losses of 7830 arose it is necessary to relate 
his trading to futUl'es price mo\'en1l'nts. Since the trading in wheat 
1'uturC's wiis so milch more significant t.han trading in the other com
modity futm'C's, this analysis will be confined to wheat futures. 

A crucial feature inspcculativc trading. 01' ('ollrsc, is the relation of 
PUL'c]lflSl'.S and snles to prices. The spec-ulatol' nlways hopes to buy at 
low prices and ~ell at higher prices, whet11(l l' the, position Ill' assumes is 
long ()l' short, Each ;';l)eculator initiates a cycle of trading and as
sl1ll1es :t position in the IlUtrkC't long or short, at a time which seems 
propitious 1'01' his ('11(1C'nvor to buy che,tp and sell detU'. Expansion of 
his position ShOllld logically OCCIII' tll1c1er conditions which sC'em even 
more propitious. .An' illustration is the situation in which :1.. tra(}C'l' is 
cOlwincecl that the general tTC'ml oj' (11(1 m(ll'ket is upward, and declin
illg prices do not shake this cO!1\'iclioll, but mtht'r offer opportunities 

• 
for increasing a long line at 0\'(111 more t'ayornble pl'ict's, This practice 
"averages do\m" tilt' cost of the position and IH'oyides greater profits 
if the expeeted pri('o ll10\'t'ment does occur. In a similar manner a 
short ~eller may make additional sales [\s prices rise, 



TABLE 7.-Trader 7880: Trading experience, by grain awl type of cycle ~ 

Grain and type 
of cycle 

'Wheat:LonS ___________ 
Short___________ 
In-und-out______ 

TotaL________ 

Corn:Long____ •_____ • 
ShorL__________ 
Ill-und-oll t______ 

TotuL________ 

Oats:Long ___________ 

'fotaL________ 

Rye:Long _____ . ______ 
ShorL__________ 
In-and-ouL. ____ 

TotaL________ 

Successful cycles Unsuccessful cycles 

I -
Quan- Quan

A\'crage Average Average tity Average A \'erage tity 
Total profit maxi quan bought Cycles Total Average maxi quan boughtCycles profits J)er mum tity to maxi losses loss per mum tity to maxi

cycle position bought mum cycle position bought mum 
position 1position 

. 
Number Dollars Dollars 1,000 bu. 1,000 bu. Ratio Number Dollars Dollars 1,000 bu. 1,000 bu. Ratio 

28 25,140 898 28.9 37.7 L 30 .25 388,954 15,558 181. 0 498.8 2.76 
]0 4,221 422 23.5 27.5 ].17 6 6,092 1,015 20.8 47.5 2. 28 
12 2,033 169 0 25.8 ----- ... - 2 375 188 0 15. 0 -------

50 I 31,394 628 20.9 32. 8 --------1 33 395,421 Ill, 982 140.9 387.4 -------

1,358 453 I3 3,406 1,135 58. 3 66. 7 1.1-1 3 38. 3 38.3 1.00 
(j 1, 151 192 15.8 22.5 1. 42 1 400 4.00 20.0 30.0 1. 50 
1 157 157 0 25.0 -------- .. _------ --_ .... ---- -------- -------- --- ... ---- -------

10/ 4, 714 471 27.0 36. 0 ________1 4 1,758 440 33.8 36. 2 --------
I 

1. 00 I2 349 174 35.0 35.01 1 13, 733 13,733 175.0 175.0 1.00 

2 349 ]74 35.0 35. 0 l------ 1 13,733 13, 733 175.0 175.0 -------

6 1,606 268 10.8 10. 8 1. 00 2 2,000 1,000 30.0 32.5 1. 08 
-------- -------- -------- -------- -------- ------- 1 101 101 20.0 20. 0 1.00 

1 62 62 0 
1::: f~~~~~~~~ ------;T-;:~~~- ----;~~- ---;~~;- ---;~.-;- -------

7 1,668 238 9.3 -------

~ 
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TAIlLE 8.-'1'rader 1830: Over-all S"ltmmary of trading operations 

• Item Wheat Corn Oats Rye All grains 

Dollars Dollar8 Dollars Dollara Dollara 
Profits on successful cyc)es ______ 31,394 4,714 349 1,668 38, 125 
Losses on unsuccessful eyc)cs ____ 395,421 1, 758 13,733 2, 101 413,013 

Net prom C+) or loss (-) ____ - 364, 027 +2, \)56 -13,384 -433 -374,888 
Commissions_______________ 36,062 1,262 612 388 38,324 

~et outcome _____________ 1-400, 080 +1,694 -13,996 -821 -413,212 
1 

In other instances expansion through averagin~ down the cost of a 
position occurs when a trader has come to realIze that his original 
expectations with I'espect to price movements were in error, but 
shrinks from tIle finality of the action of closing out his position 
at a loss. Under these circumstances he expands his position at lower 
prices if he is long, or at higher prices if he is short, in the hope that 
a reversal of the market trend will offer opportunity for profit, or 
will at least red lice the size of his loss. 

• 

The contrllst between action along the lines originally expected and 
action dictated by failure to realize such expectations is even more 
clearly shown in the liquidation of positions. It might appear that 
if the anticipated price movement does occur the trader has no 
problem; he proceeds according to his original plan, and liquidates 
his position when the expected price level is reached. But his original 
plan may not have been so definite as to include a particular price 
at which the line would be liquidated. Furthermore, the actual price 
movements may IUlve altered his Il:ppraisal of the market situation, 
and he may now look for another, even more profitable, price level to 
appear. . 

The decision when to take a profit is a difficult one. Some traders 
quickly become apprehensive lest the profit disappear on a reversal 
of ~he market. and, he.edin~ the m,axim that "no one ever went br?ke 
tnkl11g a profit," rer..hze tile profit n]most at the first opportumty. 
Others may have their ap(>etites for gain whetted by the aJ.lpearance 
of a small profit, and revise their estimates of market, actIOn in an 
optimistic direction, Convinced of the validity of their, anticipations 
they may permit substantial profits to accrue beforG they act. Some
times they realize these higher profits, and sometimes tlley see them 
fade away IlS a result of adverse price movements. Still another• method of liquidation is t1lat of t11e trader who hopes to liquidate, 
not at the peak of the current price movement, but as soon as a definite 
reversal of trend is evident. The crucial point for such traders is tv 
determine when a contrary movement is merely a temporary interrup
tion of the prevailing movement and when it signals the beginning 
of a new, and contrary, tendency. 

rrhe trader faced with the necessity of deciding whether 01' not to 

• liquidate a loss position is in a Jess happy if no less puzzling situation. 
If the e:-:istence of the loss does not con ;ince him that Ius original 
expectations were in error, he is constrained to hold his position if 
possible until coming events prove that he was right. The time may 
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eventua11y come when such a tl'llCler is forced to liquidate his position. 
as a result of margin calls or the (~xpiration of the future. If the 
trader whose position shows a loss is convinced that his original ex
pectations were in error, he still must decide the time and method of 
liquidation which will leave him with the least loss possible under the 
circumstances. 

Full undcl'sta11Cling of the relation of llny given trader's operations 
to prices would reqUIre information as to the reasons for each trade 
he makes. These reasons would in many cases be so diverse that no 
clear pattern of trading would emel'ge. '1'11e information availabl.3 
in this study is merely It record 0:[ the actual transactions. Analysis 
of it does not reveal all the causes of any individnal's trading, but it 
may indicate the existence of certain of the more easily recogni7.able 
tmding patte~\ns. The discovt!l'Y of such patterns, :if they exist, has 
significance because of the {' [rects which different trading patterns 
have Oll the functioning of the mn,l'ket .. 

TYPES OF TRADING PATTERNS 

The number of possible trading patterns is, of course, very large, 
but the description of a few possible methods of trading and the asso
ciated relationships between 'prices and transactions will provide a 
background for the examinatlOn of these relationships in the opera
tions of Trader 7830. 

Many traders Itre concerned almost· entirely with very short-run 
price fluctuations. The scalper, who stands in the pit trading in and 
out during the day but closes the day with no open commitments, is 
one example. Another is the in-and-out "board-room" trader who 
watches the quotations during the clt,y and makes trades of short 
duration designed to obtain profits from short swings in prices. If a 
trader of either or these two kinds has a definite price level around 
which he believes the short-term fluctuations will osci1late, he will sell 
when prices rise above the expected level and cover if and when they 
return to the presumed norm. If prices fall below the expected 1evel, 
he will buy and liquidate the position ,yhen the anticipated readjust
ment has been made. If the expected level is one about which the 
mal'lmt tends to fluctuate, such trading is not only profitable but tends 
to narrow the range of short-term fluctuations in prices. 

The short-tel'm trllller, on the other hand, may have no definite 
notion of a price level ,,,hich he conceives of as normal under the 
existing conditions. He may, however, feel that he can detect short 
swings ill the market nt tlH'ir inception. Consequently, if he thinks 
that prices are fn,UiIlg, he will seH the future with the intention of 
purchasing at the lower l£wel. If he thinks prices are on the way up, 
he will buy the futUre and thus be in a position to profit from the 
Oppol'tunity to sell nt a .higher price. Traders of this type are some
times rerel'l'ed to as "mo\'ement traders." If they al'O correct in their 
forecasts, their trading tends to accentuate the short-term swings in 
prices.
If minute-by-minute price quotations and trades were aVllilable 

these two patterns of ShOI't-term trading could be identified. Traders 
who operate with a definite price level in mind as a nor111 wou1d sell on 
upswings and buy on downswings in prices. Movement traders would 
buy on 'upswings and sell on downswings. 
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'fhe data available in this study do not make it possible to distingtdsh 
these extremely short-term tl'ucling patterns. But some speculators 
who operate :ror the longer term may also trade 011 the llssllmption that 
a norl11 exists IU'ouncl which prices lnay be expected to fluctuate and 
conseqnently buy as prices '£all below this level tmd sell. itS prices !'ise 
above it. Another possibi.1ity is the norm trader who believes thnle a 
cel·tnin price above the pt'csent general level is the norm which the 
market shouldl'each. Such a trader will buy futures, nncl if the ri:se 
occ·nt·s will sell when his norm is renched. Frcquently, of course, 110 
wi11 have rev ised his opinion by the time the expected price cll!wge has 
occurrod. '1'0 the extent that such a revision is the result of the mOVI'3
ment of prices, 01' the rapidity or slowness of price chnnges, he is 
behaving ns a movement trader rather thun itS n norm trader. 

Movement t1'tldel's who speculute on fairly long-term pl'ice swings 
decitle. on tt'(tding poli.cy by (lxamining the price behavior of the mar
ket. Somc 0'1; them Il.rc i'nfluelleec1 by the rute of chllnge in Pl'iCllS, 
othlH'S examine pricc swings to discover "resistance points" or other 
indices by which they attempt to forecast future price movements. 
The (dl'ects of their tradi.ng practices on prices will depend, of cot~1'se, 
on the con~idC'I'ntions ,,,;hic11 lead them to buy 01' sell-and these ILTe 
difl'el'ent for difre~'ent traders. It is probable, however, that. most 
movement tl'lt(lel's who ure trading on :fl1ir1y long swings in prices tend 
to buy on rising prices and sell 011 f!lllin~ prices. This is the pattern 
of movement trading wl1ich is assluned' in the following discussion. 
Norm traders, on the othel' hand, are presumed typically to buy on 
falling prices and sell on rising prices. 

TRADING PATTERNS OF 7830: SnoRT·TERM CYCLES 

Trader 783.0 traded through 83 whC'at futures cycles. If a pattern 
with respect to price movements is to be founel in his trnding, it is 
necessu t·y to consi(l('r the relationship of trading to prices in each 
iignifirant clitssificlltion of cyeles. 

The in-and-onteyeles have already be(lll described. There were 14 
such cycles in whNit futmes. 12 of \yhich werc profitable. Since no 
information is nvnilnble on the tim ing of pnrchnses und sn,les within 
the trading session, it is not possible to discover trading pattel'l1s in the 
in-and-out cycles. Previous discussion has indicated that some of 
thesc cyeles,wcro related to privilege trading. 

Slightly more extended than the in-and-out cycles were the cycles of 
l-day dul'tttion. These were cycles of trading initiated on 1 day 
and terminated on tIl(' next tl'iuling day. An effort was made to 
appraise the price. situations under which these cycles were initi
ated by comparing' prices on the cluy of the original transaction 
with prices on the ~previot1s day. 1Vhel'e pri('es were generally lower 
011 the day the trade was muclC' it "'ns assnmed that the transaction was 
made on cleclining prices. Where prices .were generally higher it wus 
assumed that the transaction was macle on a rise :in price. These char
acterizations may not always he COl'l't'ct, since price movements within 
the day are not considered, anel It trade might uetually he made during 
II period of l'.ising ])1'i('es on II clay when pl'ices generally "'cre lower 
than on thc pre,;ious clay. It is 'bC'lit','('(l, however, tlult ::inch situa
tions were the C'xC'eption, and that the chttl'llcterizations given were 
generally appropriate. 

http:tradi.ng
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The results of this analysis of 7830's wheat cycles of 1-day duration 
are given in table 9. The table indicates that in these short-term 
cycles 7830 did have a recognizable pattern of trading. Five of his • 
eight short sales were made on rising prices, and seven of his eight 
long cycles were initiated on price declines. With respect to these 
short-term trades, therefore, it appears that 7830 .was not a movement 
trader. It appears rather that he had a definite idea as to the price 
level wbich should currently prevail, and sold when prices rose above 
this level and bought when they fell below it. The fact that 12 of 
these 16 cycles were profitable should not lead b;> the inference that this 
trader 'Was usually right as to the level of prices. It is possible that he 
tended to take profits when the market movement confirmed his beliefs 
and to hold positions open longel' if the expected reversal of the price 
movement did not appear. 

TABLE 9.-Trader 7830: Trading pattern of wheat f~6tu1'e8 oyoles of 
l-day du,ration 

I 

Completed at-

Total 

Profit LossDirection of price change on day 
of initiating sale or purchase 

Quan- Quan- Quan-
Cycles tity' Cycles tity Cycles tity

bought bought bought 

Num- 1,000 Num- 1.000 Num- 1,000 
Short cycles: ber bu. ber bu. ber bu. •

Increase __________________ 4 105 1 10 5 115 
No significant change _____ - 1 1 1010 ------ -------Decrease ____________ '. _____ 2 105 ------ ------- 2 105 

TotaL__________________ 7 220 1 10 8 230 
-

Long cycles: Increase__________________ 
--,",--- ------ - 1 20 1 20Decrease __________________ 5 140 2 30 7 170 
_.-

TotaL_________________ 5 -140 I 3 50 8 190 

An attempt was made to discover whether a pattern is to be found 
in the wheat cycles of -i830 with a duration of 2 to 9 days. Some of the 
results are summarized in table 10. There were 22 cycles in this 
classification, of which 4: were short and 18 were long. It was im
possible to distinguish any pattern in the small number of short cycles. 
Of the 18 long cycles, 8 were initiated on a decline in prices, 5 started 
on tt rise in prices, and in 5 cases the initial buying occurred when 
there was no significant price change. 

The differences in these frequencies are not statistically significant, 
and there is consequently no reason to conclude that 7830's trading in 
this class of cycle conformed to anyone type. The cycles which are 
classified as having started without any significant change in price 
may in fact have been initiated as a result of a price stimulus, but the • 
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price changes which provided the stimulus do not appear in the 
data used in this analysis. 

Further analysis of the 13 cases where trading in wheat futures 
was associated with a significant price chan~ indIcates that at times 
7830 traded as though he had a definite price level in mind as the norm, 
and at other times he traded in the manner expected of a movement 
trader. We should expect the movement trader in his long cycles to 
buy on a rise in prices. Trader 7830 did this in five of the wheat cycles 
of 2 to 9 days' duration. In two of the four profitable cycles he 
traded only on the initial and final days of the cycle. In two of these 
four cycles he traded on 3 days. He made his initial purchase on a 
price rise, bought more on a further rise, and liquidated his position 
on a still further rise in prices. In the loss cycle he had bought on a 
rise in prices. But prices fell. He liquidated part of his line on 
this decline in prices and liquidated the remainder on a still further 
drop in prices. These are the: trading patterns of the movement 
trader. 

TABLE 10.-Trade?' 7830: T?'ading pattern of wheat futures cycles of 
2 to 9 days' dm'ation 

Completed at-

Total 

Direction of price change on day 
. of initiating sale or purchase 

Profit Loss 
. 

Quan- Quan- Quan-
Cycles tity Cycles tity Cycles tity 

bought bought bought 

------- --.-----
N1lm- 1,000 Num- 1,DOO Num- 1,000 

Short cycles: ber bu. ber bu. ber bu.Iucrease __________________ 1 10 1 20 2 30 
No significant change _______ 1 10 1 10])ecrease __________________ 1 20 1 20 

TotaL__________________ I 10 3 50 4 60 

Long cycles: Increase __________________ 4 145 1 100 5 245 
No significant change _______ 4 105 1 40 5 145])ecrease __________________ 8 370 ------ ------- 8 370 

TotaL __________________ 16 620 2 140 18 760 

In the eight wheat cycles in which 7830 bought on a decline ill prices 
there were two cycles where trading took place only on the first and 
last days of the cycle. In three other cycles the trading on days other 
than the first and last consisted only of in-and-out trading, the amount 
bought being equal to the amonnt sold. In one of the remaining cycles 
there ·was trading on 3 dn,ys, the trading on the middle clay consisting 
of in-and-out trading in which the sales exceeded the purchases. The 
effect was to liquidate part of the line at a price level above the 
original purchase. The remaining two cycles were 4-day cycles which 
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conformed in their pattern to trading carried on with a presumed 
norm in mind. The initial purchase was made on a decline in price. 
A further purchase W!iS made as prices declined fUl'ther. Prices then 
rose and part of the line was liquidated. The rest of the position was 
liquidated on a sti1l furtheJ: rise in prices. 

'1'he analysis of tile trading patterns of '7830 up to this point has 
dealt with 52 of his 83 wheat futul'es cycles. Of these 52 cycles, 41 
were profitable and 11 were unprofitable. Thr.1 total profits, Ignoring 
commissions, were $18,'70G and the losses were ;PD,52-!. 

TRADING PATTERNS OF 7830: LONG-TERM CYCLES 

The results of 7830's trading in cycles wjth durations of 10 days or 
more are in sharp contrast with the predominantly profitnble character 
of his short-term cycles. 'rhere were 31 long-term cycles in wheat 
futures, only 9 of which were profitable. The total losses, not count
ing commissions, on the 22 unprofitable cycles. were $385,897, as com
pared with profits of $12,G88 on the remaining Dcycl(;ls. 

The contrast between the profitability of the short-term cycles and 
the unprofitability of the long-term cycles is in part a reflection of 
'7830's tendency to close out trades showing profits and to hold loss 
positions open. Profitable cyc1es consequently tended to be of short 
duration, while unprofitable cycles on the average were of longer 
duration, Furthermore, '7830 tended to take the long side of the 
market and to maintain long positions tenaciously in the face of 
declininO' prices. 

Only four of 7830's long-term cycles were on the short side of the 
market. '1'wo of these 'were profitable, yielding profits totaling $725 
less commissions, and two were unprofitable, resulting in losses of 
$4,730 plus commissions. IIis tendency in his trading was to sell 
on rising prices, which seems to indicate that at times he thought the 
level of prices was too high and took the short side of the mllrket. 

For the most part, however, his position in the market was long, 
and the 27 long cycles of from 10 to 177 days' duration constitute the 
most chllractel'lstic, as well as the most important, part of his trading. 
Seven of the.se cycles werll profita ble, and the relation of 7830's trading 
to pL'ice movements in thase cycles may be summarized as follows: 
Accumulation: T110IMand BUSllC/3 

Bought on a declini ng markeL______________________________________ 170 
Bought on a rising 11llll'keL ________________________________________ 115 
Bought on no significllnt change in lll'ices_____________________________ 10 

Totnl____________________________________________________________ 295 

Liquidation:
Sold on a riSing rnarkeL____________________- ______________________ 210 
Sold on no significnnt change in prices_____________________________ 25 
Sold at the end of the future________________________________________ 60 

Total ___.,________________________________________________________ 295 

The predominant pattern here was to buy on a declining market 
and to sell on a rising ll1al'1«~t. Trader 7830 seemed to 11:1"e definite 
ideas as to what prices shou1d be, and he tendec1 to buy if they fell 
below the level he considered normal for the time. Apparently this 
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normal WIlS usually not very much above prevailing prices, for he 
tended to close out his position as soon as a moderate profit nppeured. 
~lost ot 7830's unprofitable long-term cycles on the long side of the 

market were complex, invohring much buying :wd selling during the 
life of the cycle. In one case trading in a sir,gle cycle occurred on 
5:2 days. In the larger and more complex cycles the accumulation 
ordinarily took p]ar.~ gradually. There was then considerable buying 
and selling, and frequently the position was liquidnted abruptly. 
}"'or this reason it has seemed useful to distinguish those. trades which 
WeL'(I clearly the final liquidation of a position from the sales which 
were lIIade at :Ul earlier stage in the cycles. Using this distinction 
the following summary describes the characteristics of 7830's trnding 
in the 20 llnprofililble long cycles which had durlltiOIls of from 10 to 
177 trading dill's: 
Accumulution : TllOu,~a'l(l Busllela

Hopght 011 II deCIining markeL___________________________________ 2,9(;5 
Hought on II rising lllHrkeL.- ________._.__ • _______________________ 2,065 
Dought on no significant chunge III priCes___________________________ 890
Switch from eUrlier futures 1________________________________..__ 700 

TotaL________ .. __ 6, 685 0 _____________________________________________ 

jntermedlate seIling:Solll ou u lleclinlllg lllarkl'L_______________________________________ 1,070 
Sold 011 u "ising llIurkeL__________________________________________ 1,615 
SoW Oil no SiglliliclIut chunge in prices_____________________________ 280 

Lhllli(lution:
Sold 011 a declining mnrkeL_______________________________________ 2,540 
Sold on II rising lllllrket___________________________________________ 410
Switch to luler future 1_________________________________________ 765 
Sold lit the end of future_________________________________________ 5 

Totnl_______________________ __________.________________________ 6,685~ 

I A switch is u trlllling operation in which a trader disposes of It position in 
oue l"utUl'L'--f"cquelltly 1I future which is ubout to e."tllire--nnd at the Burne time 
acquires a position oC the $111110 size in Illlother future. 

The tendency to make long purchases on a declining market is not 
quite liS strong .in these cycles as in the long cycles previously consid
erecL This may be due to the admixture of buying and selling within 
the cycle in the ell'o'ct to capture advantage fl'Om short-term market 
swinhrs. The eharaderistics of this intermediate trading are even more 
cleat:ly shown by the contrast between the price situations which 
stitnulatNI internwdiate sl'lling, and those which were associated with 
liquidation. More of the int('['nwc1iate selling occurred 011 It rising 
than on a fnlling ntnl'ket. 'rhe liquidation, 011 the other hand, came 
fOr the most part Oil a d('C\ining market. Trad(lr 7830's sales 011 a 
risin£!" market .in tiH'se c\'cles ('ould l1ardly be attributed to the belief 
thttt '!)rices wcrc rising (;bon~ the tUlTcnt norIn. If this had been his 
bc,lipf'. he would surely have liquillat(·c1 his long position, the holding 
of whieh presnmed the ('xpectation of rising prices. His sales may, 
pcrl,aps., be~t be ('hlu'adl'l"izNl itS paper profi.t-takin~ on sho~t-~el',:n 
eyc'\('s Within tl1(' longel: cycle. ~l ill' hNlVy prcdolllll1ancc of hqlll·· 
dating salcs Oil It d('c\inin!! market shQuld b(' related to the fact that 
th('se'w(,I'e unprofitable CY('](,5, and [)lost of them w('rr. liquidatl'd at. a 
time whell the lo!'s('s Wl'I'(' in('r(,:tsing. These b'ac1('s wel"e made when 
7830-01" his brok('r-felt constrained to stop his losses. 

843:!07--JO-3 
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Ml1LTICYCLE OPERATIONS ON LONG SIDE OF MARKET 

The most important relations between 7830's tr..~1hlg and prices in 
these large loss cycles are not to be fotmel in the comparison of short
term price movements with trading, but in the relation of his position •in the market to longer sweeps in prices. In fact, for It very significant 
portion of his large-scale trading the cycle is not a melmingful unit 
for consideration. For cOl1sielerableperiods 7830 was continuously in 
the market on the long side, alld on a number of occasions he switched 
a long position from an expiring future to a later future. Five cycles 
were tied together in a muitifuture cycle by this device, and the result 
was the most important, and disastrous, part of ',S30's experience in 
the wheat futures market. For this renson it will be described briefly. 

Between Apdlli and 20, 1928, Trader 7830 acquired It long line of 
70,000 bushels in the 1928 :May future at 1m a\·erage price of 155.40 
cents per bushel. Prices fell but then recovered, and at t.he end of the 
month reached a peak of 171.50 cents. Trader 7830 did not take the 
profit of 12 to 16 cents per bushel available at this time, but watched 
prices iall below his original buying price. On ~Iay 18, when the end 
of the :May future was 11 PPL'Oachillg, he switched this position to the 
July future by selling 70,000 bushels of the May fut,ure at 148.28 cents, 
and buying 'iO,OOO bushels of the July future at Ufl.fl8 cents. On that 
day prices rose, and shortly thereafter a proHt of about 4: cents per 
bushel was available on the July position. Prices later resumed their 
decline, and after the de1iycry month arrived, 7830 decided to switch 
to a more distant future. Consequently on July 5 he sold the 70,000 
bushels in the 1928 July future at 137.75 ceuts and bOllght the same 
amollnt of the 1928 December future at 144.38 cents. He had already 
acquired a line of 90,000 bushels in the December future. The cycles 
in the two, earlier futures had been simple cycles, but in this future • 
7830 made intermediate purchases find sales and on one day traded iu· 
and-out to the amount of 100,000 bushels. In this future also It profit 
of about 4: cents was at one time avallable, but 7830 did 110t liquidate 
nt this point. His position in the December future rcacllCd It maxi
mum of 255,000 bushels aud amounted to 210,000 bushels an during 
the early part of December. 

Beginning on December 22 he liquidated the position of 210,000 
bushels in the December future. As he sold this future he bought the 
192fl May, the amount of the Jater future purchased each day being 
equal to the· amollnt of the Decembet' future sold. lIe sold the Decem
ber at an [tverage price of 114.44 cents per bushel, almost exactly 30 
cents less than the price of his first purchase in the future, and bought 
the Ma:y at an averag-e of 120.82 cents. He already had a position lOll/.{ 
flO,OOO bushels in the May future, and his position ,,·as now long 300,000 
bm;hels. .Again he bought and sold the future, achieving a maximulll 
long position of 415,000 bushels by March 22, 1920. ,At one time in 
February he might have liquidated at a profit of about 11 cents per 
bushel on his transactions in this fllture. He failed to do so and prices 
resumed their downward course. He carried the long position of 
415,000 bushels without change IIntil the first day of the delivery month, 
when he transferred the entire position to the 1929 December futnre. 
He sold the ~Iay futlll'e at an n verage price of 113.59 cents pel' bushel, • 
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a. loss of about 10 cents per bushel, and plIl'chnsed the December at an 
average price of 127.02 cents. 

The cycle ill the 1929 December future initiated by It pl1~'chase of 
415,000 bushels was one of the most intel'esting in his trading experi
ence. The cyc1e lasted for 166 trading days, from May 1 to November 
16, 1020. Dming this period vrices ranged from It low of 105 cents 
per bushe1 to u. htgh of 158. Trader ,830 was acti,'e in the market 
on 52 days in this cycle, trading in-and.-out on 17 days and making 
intennediate purchases 01' sales on 3c1: days. On July 18 he sold 115,
000 bushels Ilt an average price of 15cl:.66 cents. If he had sold an 
addrtionll12~5,OOO bushels at the Sllme price, he would have closed out 
his line ilt It profit 0'£ $125,722 minus commissions. It does not appear 
that \~llch a s(t1e wonld have been impossible, since the future reached 
a high of 157 cents On that chl}'. Again on July 29 he sold 50,000 
bllshel~ at tt price of 156.50 cents. Had he sold 275,000 bushels more 
and liquidated his long line entirely, he would have had It profit of 
$127.981. On this tIlly pl'ices re,lehed 158 cents per bushe1. Trader 
'7830 did not liqllilhtte in July, but contillul!d to cany his long posi
tion and to trade fldivcly in thl!. future. 'Yhen he finally closed it 
out in NoYcmbl'I', his loss was $:32.9,19 plus commissions. 

It is ilPPllt'Cllt from the consideration of this group of related 
cycles that '78:10 did not lose so heayily on his long positions because 
prices 'were always fallin~ when he \vaS long. In each of the con
stituent cycles there were times when pt'ofits could have been realized. 
In the final cycle there were priccs at which 1830 could have liquidated 
his line, recouped alllos~es l)f the fOllr previous cycles: paid the com
missions, and reapccl substantial profits. 

In most of the eycles in whieh,830 experienced heavy losses, there 
were timl!s when profit situations de\"cloped. Three heavy loss cycles, 
1\owevel', were in (l loss position almost continuously from their in
ecption. These eyc:1es nnel the finitl losses sustained (without com
missions) wcre: 

Cycle 46_ ___ _________ ____________________________Loss__ $ll,550~ ~ ~ 

C\'cle 54____ .. ________________________.-_____________Loss__ 81,101 

C~'cle 60.__________ ._ .. ______ .,. _____ .... ______________Loss.. 15,938 


SU~IMARY OF 7830's TRADINC PATTERNS 

The 'following conclusions emerge from the consideration of the 
relations between 7830's wheat fututes operations and prices: 

1. Tl,'adel' 7830 at times traded as though he had a "normal price" 
in mind, anc111t times as a movement trader. 1'11(1 movement trading 
pattern, howc\'er, was greatly overshadowed by the other type of 
tradinp;. 

2. '1\-a(1e1,-7830 engaged in extensive in-and-out trading, generally 
selling at tl price higher than the price paid. 

3. Tratlet' ,sao's position in the market was predominantly long, 
and his most important trading operations measured by y01ume 
traded. maximum position. duration, and financial outcome) were in 
lung e)'eles llming declining price movements. The l'esn1t was very 
hea\'Y 108..<:;<.':;. 

·k 'Trntler 78:)(Ys expel'ience in his short-term cycles and the con
trnst in profitability between his sllOrt-term anc1long-term cycles sug
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fest that he had n tendency to cut his profits and let his .losses run. 
n sevel'al of his most impoi"tant cycles, however,. he permitted sub

stantial profits to accumulate, but [llso pet'mitted them to disappear 
and be replaced by substulltitlllosses. It is impossible to chamcterize 
this behtlvior by any simple formula. 

O. Trudel' 1830's tendency to buy on declining prices should ht\ve 
contributed toward greater pl'ice stability, tlnd this should also be 
true or the substantial numbm' of occasions when llC sold on rising 
prices,. III liquidating several very large long lines on declining 
prices, however, he probably accentullted tho drop in price. • 

CASE STUDY OF A SUCCESSFUL TRADER 

In almost eVery 'chnl'acteristic except the scale of his trading activi
ties and the fact that he Il]SO was a businessman rcsiding in California, 
Trader 773~ is in sharp contmst to Trader 7830. The losses of Trader 
7830 wen~ greater than for nny other trader in the samp1e; Trader 
7732 had the lltrgest profits. . Tl'ader 7830 tmded through a large 
number of eomp.lex ('yc.:lcs, with much in-and-out trading, Trader 
773Z's cycles were predominantly simple, and in-and-out tl'll(ling was 
quite I'Ill'e, Tradel' 7830's aeti "Hies were largely confined to wheat 
futures; 7732's majol' trades werc in cOl'llfuturcs, 1'mdel' 7830 was 
a customer of the firm from Xovembm' 1!J2{ to October 1!)3~, a period 
of almost 8 years, but he did l'eltlti vely little tmuing in 102'1, und his 
heaviest trading was from 1028 to 1032, Trader 77a2 waS on the books 
on the first day covel'eel by th is study , January 1, 102'1, tllld pl'acticaJly 
a.1I of his tmding through this firm in the sample pet'ioel took place in 
the first thre.e-quarters of 102·1. On Octobel'17, 192'1,911'2 months after 
the beginning date fol' this analysis, he transferred his account to 
another futures commission merchn.nt, and tho. records available for 
this study do not reflect his trading experience after tha.t date. 

1'hcprincipal characteristics of tho. individntll cycles in the trad
ing expel'ience of 7732 in the period analyzed are presented in tltble 
11. His major specuiati\'e activity waS in corn futures, in which 11e 
traded throngh 21 cycles, 17 of which were long, 3 short, and 1 in-and
out. Only 3 of the cycles were unprofitable, nnd the total losses 
amounted to only $2,,113. '.rhe 18 profitable cycles turned out so 
sllccessfully thltt 7732 had !t profit of $3"73.807 in his COl'll futures 
trading, Since he was not a member of the Chicago Board of rrl'llde 
he pllid commissions at the flln l'llte. His total purchases of corn 
futurcs amounted to 1,330,000 bushels, and his COlllmissions aggre
gated $18,325, .;\s a consequence the net outcome of his trnding in 
com futures was a })l'ofit in excess of$355,000. 

Tl'llder 7732 engaged in 10 wheat futures cycles, of whkh 7 werc long 
and 3 wero short ..Eight of the ten wheat futures cycles were profitable, 
and two were unprofitnb1e.The total outcome of his wheat futures 
trading during this period was profits of $3:1:182. Bis purchases of 
wheat futUres amounted to 21085,000 bushels, and his commissions 
therefore tota1ed $5,212.50, As a result then~t outcome of his trading 
1n wheat futUres during this period was It profit of!llmost $28,000. 

Trading in rye futures was a very minor P!U't of 7732's futures 
market activities. lIe traded through three cycles, two long and 
one short, with total profits of $12,676 minus $500 in commissions, 
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'l'ADLE ll.-Trader 7732: Principal clLaracteristics oj individual trading C1Jcles, listed by date oj completion 

I 

Total amount ~ bought 

~ 
Grain Maxi- Cumula
nll(\ Dura- mum Rela- Profit or tive ~ 

cycle. Future First trade Last t.rade tion posi- tion Long or short loss profit or re 
Illlll1- rJJto 
ber 

tion Quan- maxi- loss 

tity 
 mum ~ 

posi• tion 

CORN 1,000 1,000 
Dale Date DaYB bu. bu. Ratio DollarB DollarB

1 _______ Long ______________ 1924 July_________ +2,582Oct. 2,1923 Jan. 9,1924 83 100 .100 1. 00 _____do____________ +2,582 I2 _______ 1924 September ___ Jail. 2,1924 Jan. 10,1924 7 50 50 1.00 _____ do____________ +1,625 +4,207
3_______ 1924 l\.Jay ________ 100 J.OO +3,687 +7,894Oct. 18, 1923 Jan. 11,1924 70 100 Short_____________,,------- 192'1 September___ Jail. 10,1924 Jail. 14,1924 3 50 50 1.00 Long ______________ -438 +7,456
5_______ 1924 l\fay ________ Jail. ]4,1924 Jan. 18, 1924 4 25 25 1. 00 +312 +7,7.68
fL ______ _____do___________ Short_____________

Jan. 29,1924 Mar. 12, 1924 35 200 250 1.25 -875 +6,893 _____do___________ Long______________7 _______ +15,901 IB_______ Mar. 13,1924 May 31, 1924 66 925 925 1.00 _____do____________ +9,008
1924 June ________ June 13,1924 June 17,1924 3 5 50 10.00 +75 +15,976

!L ______ 1924 Septenlber ___ June 18, 1924 53 200 200 1. 00 _____do____________ +8,854 +24,830 ~ Apr. 15,192410______ 400 500 1.25 _____do____________ +23,883 +48,7131924 December____ June 12,1924 June 26,1924 1211. _____ 1925 May ________ July 1,1924 July 23, 1924 17 200 200 1.00 _____do____________ +5,863 +54,576 
12. _____ 1924 December____ JUlle27, 1924 July 26, 1924 23 915 1,315 1. 44 _____do____________ +56,151 +110,727 ~ 13 ___________ do___________ July 29,1924 50 50 1.00 Short________._____ +1,407 +112,134July 30, 1924 1 
14______ 1924 July_________ Apr. 15,1924 July 31, 1924 88 635 935 1.47 Long______________ +105,867 +218,001 
15 ______ 1924 December ____ July 30,1924 2 100 100 1. 00 _____do____________ +1,500 +219,501Aug. 1,1824
16______ 1924 SeptembeT. __ June 24,1924 Aug. 2,1 24 32 550 780 1. 42 _____do____________ +65,124 +284,625 ~ 17 ___________ do_.--------- Aug. 4,1924 Aug. 4,1924 0 o 100 ______ In and out_________ -1,100 +283,525 
18___________ do___________ Aug. 5,1924 350 350 1.00 Long ______________ +15,437 +29&; 962 Aug. 15,1924 9 rD 
19______ 11925 May ________ Aug. 1,1924 Aug. 27, 1924 22 200 400 2.00 _____do____________ +25,237 +324,199 
20 ______ 1924 December ____ Aug. 4,1924 Sept. 11, 1924 32 480 730 1.52 _____do____________ +49,698 +373,897 

~ 21. _____ 19240ctober_____ Aug. 13.1924 Oct. 17.1924 54 120 120 1.00 _____do____________ 0 +373,897 ...... 
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TABLE n.-Trader 7782: Princil>al characteristics oj illdivi<iual trading cycles, Usted by date oj completion-Continucd ~ 

TOLlllalOount 
bought IGrain Maxiand Rela

Dura-j mum Prod or Oumula
cycle Future First trade Last trade tion ~ Lion posi- Long or short loss tive 
llum.: to tzjtion profit orQuan-I maxiber lossLity mum .~ 

pOoi ts:! 
lion ti z---I- .!,-.........---- .,,,--L·-~-t-' -~; ... 


oWIIBA1' 1,000 1,000 I I oDate ])(lle I days bl~. bu. /latio • . Dollars Dollar8 ...
L __ ~ ___ 19241\la)'________ Jan. 14,192'1 ~O ~O 11.00 ShorL. ___________ j +1,000 +1,000Jan. 19,19241 52 _______ 1924 September___ Mar. 4,1924 l\Illr. 10, 1924 5 . DO aO 1. 00 ,____ Ao____________, +675 +1,675
3 _______ 1924 l\[ay ________ Feb. 1,1924 Mar. 11, 192;1 31 I 50 50 1 1,00 !_____do____________1 +1,250 +2,925 

!::l 
4____________do. __________ 1\Jar. 11,1924 aoo 300! J.OO ! Long_____ •• _______ ! -15,900Apr. Hi,1921 l 31 -12.975 ?l 
5. ______ 19241)ee()lniJer____ JUlie 19,1924 ,June 26, ] 92'1 6 200 200" 1.00 L.. _dO______•.____ +5,250 -7; 725 t::16. ___ • __ 1924 September________ do______ _ July 23, 1924 27 300 :~OO 1.00 I- _....do.. ___________ j +16,549 +8.8247 ____________ do___________ Aug, 8,1924. HiO 2.10 1. 3J .• ____dO____________, -524Sept. 23, 1924 38 +8,300
8. ______ 1924 Deeember. ___ July i8,1924 Sept. 26, 1924 59 600 I 700 1.]7 :_ ... -do.- ____ ... ~_ - +15,7?7 +2·J,057 ~ 
9_______ 1925 May ________ Aug, 5,1924 Sept. 30, 1924 -17 200 200 1. 00 ,. ____do____________ +7,437 +3J,4.94 

! 
o 

~10______1 1925 July_________ Aug, 6,1924 Oct. 1,1924 47 25 I 25 1.00 ,•••••do•••••.••••••1 +1,.88 +33, 182 
> 

RYE 
~ 

1______ _ 1
2______ _ 1924 December____' July 10,1924 July 26, 1921 14 751 7511. 00 -----do------------l +.5,350 +5,350

1924 September___ .• ____ do______ _ .fuly 30, 1924 17 115 115 1. 00 _____do____________ +7,326 +12,6763______ _ 10 10 1. 00 Short_____________ , 01924 December---- July 26, 1924 I Aug. 11, 1924 13 +12,676 
==:I 
ts:! 
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B!.'~'lluse, 7732 tl'IHll'<11arge1y in simple ryeles with little in-and-out 
trading it is possible to obtain a good picture of his opel'lltions by a 
study of his positions in gl'idnfut.urcs. FigUl'C 1 therefore p!'csents the 
positiOlW 01' 77:~~ in (,01'l1 nnd wheat futu!'eS during the period for 
which infOl'lllution on his trading is available. His tmdlllg in rye 
futures, which was of r('lath'!.'l), small importance, is not shown. 
It may be seen from Hgme 1 that early in January 1024, Trader 

77;,2 was long in corn futUr("S, On the first of the yelll' he held a long 
position of 2(JO,OQO bushels which he had started to hCCllll1ulate during 
I he pl'C'vious Or[obeI·.H is total position in three COl'n futures reached 
It 111axillltim of ~50)OllO bushels, whi<'h he liquidated 011 January 9, 
10, and 11, a:;suIHing on ~J:llHlllry HI It short position of 50,OOObllshels 
in ttl(' W:H Scp!C'nlbcl' rom futu!'('.

The ('ontrads he had !It the b(,(rinning of the year had cost him 
b('tween 73 and 7,l e('nts pel' bll~hel. The lIltll·l(l't had rmrlllined 
l'xtrel1wly steady from tht} first of October to the first of January. 
The p1'i{'e of the ,Julyflltlll'C, fOL' example, did not fltU below 71 
{'enb; pel' bushel during thh; a-month perioa, 1101' did it rise above 
7n~~. On .Jallulu'y :! the high for this futurt} was '75%-%. On 
JaIlIHll'Y ,l the Iwiel' went auove '7'7 cents, and on thc Oth the price rose 
to It high of '7~~8' 'fhis waS the (IllY '7732 started to liqllidate. He 
di;.;po:;cd of his long position at al1 l\\'CL'age priee of about 77% cents 
1)('1' IHl:;lll'l, whi('h g:l\'C him a profit o.f approximately $1'1,000, after 
('01111I1i:;siol1s, 'f.'adel· na2 sel"nit'd to think that prices had gone 
too high, for he sohl short in both wheat and corn. Be made Il gross 
profit of $l,OO() Oil his shOd sale in ·wheat, but lost money on his ShOlt 
position in corll. ABel' It minor long t!'ade, in ~Ilty cOl'n'he st:lyed out 
of the Illal'ketfol' 10 tlays.

In late ;January, 773:! again went short 1n COl'n futures, and in 
F('!J.'uflIT he also wcnt shod in wheat futures. The llverage selling 
price on his ShOl-t position .in )fay corn ""as 801/.1 cents per bushel, 
and all d l1l'lng FpbnJary ami early )I.llr('lt the price of the future 
]1()\'l'I'(,(\ betweell 7!)~.1. and 8~lA Filially he covercd at prices ranging 
from HO% to 8{):~:'1 ('('nls pct· busht"l. HIS short sales in wheat (wheat 
('y('\ps ~ and :3) whi('h hp ('O\'Cl'p(l at apPI'oximately the same time were 
mildly profitable. ::;t:ll,ting on )[al'dl 11, Trader 77;32 rev('rscd these 
:.:iloi:t position:; and \\'l'nt long ill both wheat and corn futures. Fl'om 
this time until the end of the p('l'iod Mlldied, 7'732 was continuously 
!ongin tht' C'OI'll IlIHl'k('t. HI.', W;~S also long for considerable periods 
III whent iutlll'P;';, but was out 01 the wheat market from the middle 
of ~\pl'il to til(' middle of .June. 

THREE l\hJOIl COR;'1 Ft:TCHES OPEitATIONS 

TmtlN'7732 engag('d in thl'('e majol' long operations .in corn futures. 
The first began in the middle of )fal'ch 19~4, and ended on June 
:.W. The second began on June :H, and extpnded to August 2. The 
thinl began. on _\ugust ,L the next tr:l<ling day, and was tel'minatecl 
by thp filial liquidation ot' tht' u(,(,Ollnl with the .finn on October 17, 
W21. 'rilCd' tlll'ce op('l'lltiolls will be ('om~idel'('(l.in order. 

On )Ial'ch 1:3, TI'adpl'jj;}~ begnn to :lequire his fil'st major long 
linl' of (,Ol'l1 illtlll'es at price:, in the Iwighbol'ilOod of jj and 78 c('n!s 
per bushel. By April ~3 his Lotal lOllg line had reached 1,125,000 

http:om~idel'('(l.in
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FIGURE I.-Positions of Trader 7732 in wheat and corn futures, January 1 to October 17, 1924. 
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bushels, and hild becll acquircd at Illl n"Cl'ilge pl'ice of just over 7711'2 
cents pel' bushel. Most of the line, !):.!5,OUO bushels, waS in the May 
future, which closed fltTT1S-]/~ 011 April !.l3, not far from the acquisi
tion cost of the position. 'l'herCitHcr prices saggcd, and by May 15, 
the next date 011 which n3~ made a change ill the size of his total 
line, he had a papel' loss of Itppl'oximately $:.!S,500 at the closing prices 
for that day. On May 15 and 16 he built his line up to l,:HO,OOO 
bushels, tho additional purchases being made at around 751'2 cents 
I~el' .bushl~l.. 1!'l'OIP. thi~ point pt'ice~ recovered, and 7732 was able to 
hqu.ldilte hIs pOEiltlO1I 1n the May future between May 20 and May 
31 at prices between 78 and 79% c('nts pel' bushel. This cycle ill the 
~hy -futrll'e (No.7) t'('stllted in a profit of $V,OOS. A.lthough he liqui
daL()d the Ma.y, he built up his position in the July -future on :May 31 
and June (j by 3W,OOO bushels at an average price just under 77 cents 
per bushel., S~al'~i ng on .J lIlle 0. a ~~rong l~l:ward price m~)\'c!nen~ de
veloped. ]3('gtl1lllllg on .Julle 1.3, Il'nder,'(32 reduced IllS 1111e hom 
the !)35,000 bushels to 2:30,000 bushels on June 26, which completed 
the fil'st majol'lollg operation in corn futures. 

'1'he prill(~iJlal C'yclcs inyolvetlln this first major eOI'll futures opera
tion wet·c Nos. 7, D, 10, and part of 14, in which, however, It position o-f 
:200,000 stillremainetl open 011 .Iune 2(j. 'fhe important chal'llcteristics 
of thC)ic Cyell'S a l'e Slllllllltlriz('d in t.able 1:2. 

'fABL),! 12.-1'radel' 11JS: Ji'iNit ma,jO" COrn futures oJ)(J1'ation 

Cycle Future First tradeNo. 

-.~ .. ,..---- ----- ----_._-----I 1,000.1,000 
Da' " D{1.te Du.l/s bu. 1 bu. Dollars

1.____1 ~[IlY______ • ~lll.r. l::S, 1\)2·1 ;\[ay 31,192·1 (Hj \)25 025 9,008 
9. ___ ., Hl'pLe-miJe-r._ Apr. 15, 11)24 .Julle IR, 11)2·1 53 200 200 8,85,1 
10 ____ ! [)ccl'Ulbl'r __ .lulle 12,1924 June 2(l, 1(1201 I 121 400/ liOO 23,883
14. ___1 July _______ Apr. 15, 192·1 __ ••• do ______" 1()01103511()35157,0'19 

TotnL ____ • ___ ._. ___ ••• ______________________ • ______ ._ ____ 98, 7!H 

I The-se figtlr('s IlJlplj' Lo that pll.rt of the (·.... ('Il' from April 15 lhrough .June 20. 
The profit is ('oll1jlu(ed un till' n:;iHllllpliol1 thnt the 200,OOO-hllSl1P1 position held 
Oil .June 20 ('()uld 11l1,"P h(,PIl liqllidlltNI lit the ILYC'rlllt(' of I he hi~b IIlld low pric:('s 
for that e111le. TIn' lotal 1I1H' of 230,000 !lI!"hel" I\('I(! by 7732 011 .Julle 2(j also 
included a lilllall position ill the ::-ieplemb(ll' future l'l·flcCl(·d in cycle lG. 

In cycles /, V, and 1-1, Tm.der 7732 was at one time faced 'with 
substantial loss('s. He held his positions, hOWe\'el', unlil he was able 
to liquidate them at n pl'ofit. The most profitable cycles in the opera
tion were the last to be liquidated. In these cycles ',,;32 benefited 
from the price ad \'llIlCC toward thc end of the opC'ratioll. 

Up to this point the. trading behflYiOl' of 7732 was that of a 11 0 rill 
trader. He bought at one [)l'ic'c 1('\'(-1, and intrcaHcd his position as 

f)l'ices ueclinpd .• He held the position c\'('n whell prices sagged and 
iquidatecl when pI'ices rose. But imm('t\iately thel'eaftel' his opcra
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tiol1s wGre those of the mo\'(~mcnt trader. He had liquidated his 
December Iutlll'e position on June 20 at slightly more than 81 cents 
pel' bushel. The next clay in n, rising market he began his second 
major operation by accumulating another long line in the same 
(December) future at n. price 1 cent a bushel higher. He continued 
to build up tllii:3 position to !L mnximum o:f 915,000 bushels, ILt an aver
age cost, of 8,1 cents pet· bushel. 

As pl'ic('s ad\'tll1ced he bought othol' flltUL'eS until on July 9 his 
totallille reHc'hecll,715,OOO bllshels. He began to liquidate Oil further 
rises in price::;, and by July 17, wlien R peak in prices was reached, 
he hndrcduced his total long line to 895,000 bushels. He held this 
position, antI even incrcased his tof:ttllillC to 1)05,000 bushels as prices 
sagged between the 17th (LIlel the 22(1. "Then IL sharp rise occuned 
Oil July 23 he sold 2D5,000 buslwls. l!ractically altIlls long position 
wus liquidated on the rising market which followed. By August 2 
his long position was reduced to 50,000 bushels and his seconc1large
scale opemtion :ill COl'l1 futures wm:i completed. 

There "wel'O (h'o cycles, 1l111nbcl'etl 11, 12, 14, 15, nnd1G, involved in 
this operation. Theil' elliot: characteristics !Ire shown in tnble 13. 

TAI\I,1~ 13.-TI'ada 11J.3: Secoll(l 1n a,io I' corn futures opel'at/on
--" 

S ~ .;.;>....,

.§ :::0 
~.~.,.., ...., ainCvcle Fil'st t1'llclc L!I!:lt trade ·?'w 0::: ProfitNo. l: 
~ 

"'0 :::0 
:: ~~ <i..a
A ~ 

1, DOT' 000Dale Dale Days bll. bu. Dollar.~ 
11. ___ 1025 :'.{ny __ .Jilly 1,192-1 July 23,19N 17 200 200 5, 8n3 
12____ 102·1 l)ceclll- ,Iulle 27, U)2'b July 25, 1024 23 9151,315 50,151 

bel' 
14____ 102·b July___ ,lunD 27,102'1 .Iuly 31,192,b 128 1·100 1300 1,j8, SIS 
15 ____ \102.1 Decem-!I ./uly 30,1924 Aug, 1, 102,~ 2 100 100 1,500 

bl'r 
10____ 102.[ Sop- JUliO 2·1,192.1 "\u,!!;. 2,192.1 32 550 7S0 55,12'1 

t('IllIJcr 1 

______________ •• __ . ___ • ________ 177, '15G 

---------~-,--.-

1 Th('s(' fip:un''; upply lo Lh.at pllrt of the ('yrl(' b('ginlling 011 ,/Ull(, 27. Cycle J.1 
WlUi It ('ol11pl('J, r),rl(' pX{:('lHhn,!!; (lVPI' both Ul(' first and serond ll1ajor operations. 
Tho position whit'll hl\d UP('11 rodl1(,pc1 to 200,000 bushels on .Iuno 25 was sub
sequently illrrell::'Ni to n m!lXilllUIl1 of .LOO,OOO in tho second Opt'I'uLion. 

In this second major long operation '7,32's actions were predomi
nantly those, ot: It moyemcnt trader. lIe acquired It long line in the 
1l1ithUe of It price, rist'. 1\lost of it "'as liquidated on rlsiIlg IH'iees aftel.' 
a slump, some of it at pelees below those prC\THi1ing before the slump. 
This suggcsts that the intet'l'uptioll of the npwHrd price movement 
was looked npon as it signal to liquidate. The reduction of the long 
line to 50,000 btu-,hels could hardly luwo, been due to it eOllviction that 
prices had l'is(,l1 ab()\re fl, llOl'm, for Oil the ncxt trading day [lfter the 
completion of the, Het'ollel majol: corll futures ope,ration, 7732 began 
to build up his 10llg position again at prices above those at 'which he 
had liquidated just lL few clays previously. 

.' 
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The thh'd long corn futures operation began on August '.1:, and ended 

• 
on October 17,1024, the cIa.y on which he closed out his nccount with 
the fi1'111.. .As inclicnted above, the accumulation of this long line 
began with it continuation of the price advance. It proceeded rapidly 
during It slight dip in prices, lind the Illaxilllulll long position of 
1,005,000 was reaehed on rising prices 011 August 13. Prices continued 
sharply upwllrd and in 2 clays 1732 liquidated (j75,000 bushels. 
Shortly thereafter !L price decline set in which reached over 10 cents 
pel' bushel. r.rmdel' 7132 increased his line somewhat ncar the end 
of this decline, and reduced it considerably when a strong recovery 
began. 1Iis finnl liquidation was on strengthening prices after an
other substantial decline. 

There wel'e four cycles in the final long futll1'es opel'lltion, the 
principal features of which are shown in table H. 

'l\\ULE H,-1'7'tulel' 773)'3: 1'7d1'(Z m(tj01' OOI'n lutw'es operation 

.... s~ ~4;:: ....0 "0 .,~Cycle :.= S·-.,., tt:1
li'utul'e Fil'sL lrude Last trade ~ 0;0 0No, ... 'Po 'iii 

~o 
... 

:::l 010 P. 
,q ~A <~ 

-I-'~-- ---"
1,000 1,000 

Dale Dale Days bu. bu, Dollars 
18____ , 192·l Scp- Aug. 5,102,l Aug. 15, 102,1 0 350 350 15,437 

tembcr 

• 
19____ 1025 M!l.Y__ Aug. 1,192·1 Aug. 27,1924 22 200 ,100 25,237
20____ 102-1 De- Aug, 4,102·1 Sept. II, 192,L 32 480 730 '19,698 

eembcr 
2L___ 1024 Octo- Aug. 13,102·l Oct. 17,102,l 54 120 120 0 

1 ber 
'fotal •.,, ________ •••• ___ •• ___ • ____ ._ .. ______________________ 00,372 

Cycle 21 is an unusual case. The bulk of the position in this cycle 
was acquired just at the l)eak of the operation, and immediately before 
7732 began to liquidate 011 a lal'ge scale. Shortly thereafter a sub
stantial declinei n prices occlll'red, and subsequent recoveries did not 
calTY pdces of the October future much above the level at ·which this 
position had been acquired. The purchases had been made on August 
13 and 20. The po~ition wns liquidated by sales on IOUI' different days, 
October H to 17, and the average price [tt which the sales were made 
exactly equalled the a "erage price of tlle purchases. 

TRADING PATTERNS OF 7732 

The cliflicnlties encountered in analyzing tlle behavior OT 7732 in this 
thhd operation illustrate the problems which [trise in attempting to 
infer trading motiYlltion from It stully of trading behavior taken by 
itself. Therc is the possibility thnt two din'ereut types of motivation 

• 
nrc consistent wH:h a giycn paUl'l'1l of behavior. There is the even 
more obvious fact that in situations of this sort most people act not 
in n. direct nncl simple fashion according to It clear pattern but in a 
vacillating mnnner and as a result of complex and diverse influences. 
Consequently, in classifying behavior as that of a norm trader or of 
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a movement trader, there is certainty of an oversimplified picture of 
the factors which determine trading behavior, and also the danger 
that mistakes may be made in inferring the principal type of 
motivation. 

In the third major 10nO' operation in corn futures, 1732 made his 
principal acquisitions on August 5 and 6, when prices were declining. 
At first glance it might appear that these purchases were the actions 
of a norm trader who was convinced that prir.es had sagged below their 
normal level. But only a few d!tys earlier 1,'732 had been liquidating 
heavily at considerably lower prices, and his reentry into the market 
at higher prices suggests the action of a movement tmder. Of course, 
jf the trader had changed his mind as to the appropriate level of prices, 
he could have been buying because prices were still below this new 
level. If he did have a new level in mind, lwwever, it seems highly 
probable that it was the upward price movement of the previous few 
days which changed his mind. To the extent that price movement 
itself was the determining factor, his action was that of a movement 
trader. 

TUl'lling to the pattern of liquidation in the third operation, the 
fact that 7732 began to liquidate a long position while prices were 
rising rapidly suggests the action of !t norm trader. Howevert it is pos
sible that 7732 began the liquidation because he interpreted within
the-day price fluctuations as signaling the end of a price movement. 
Moreover, if he ,vas not a movement trader, why did he liquidate a part 
of his position on rising prices on August 14 and 15 but stop liquidat
h~ on August 16 when prices rose still highed While the remainder 
of His line was liquidated on price upswings following price declines, 
the liquidating prices in all instances were lower than prices which had 
previously prevailed but had not stimulated liquidation. This has the 
appearance of movement trading. 

In wheat futures also there are difliculties in interpreting the trading 
operations of 7732. Because his trading during this perIOd was gen
emIly so profitable, special interest 9.ttaches to wheat futures cycle 
No. '1, his most unprofitable cycle. On March 11, 1924, he began to 
acquire a long position in the May wheat future. Prices were declin
ing, and as they continued to decline he built up his long line to 250,000 
bushels. "When an interruption of the decline occurred he stopp6d buy
ing. But the price decline was resumed, and 7732 "averaged down" 
..:he cost of his position by buying 50,000 bushels on March 25 at $1.02% 
per bushel. His line had cost him $1.07,%, and this trade reduced the 
average cost to just under $1.07. For three weeks prices fluc~uated 
between $1.00~{t and $1.031h, and on April 15 and 16, Trader 7732 
liquidated his lil:e at an !werage.p~ice just .o~er $1.01%. His loss on 
tIns cycle was $1:>,900 plus commISSlOns of $7:>0. 

On this loss cycle 7732 conformed exactly to the pattern of the 
norm trader. He brought on declining prices, and increased his pur
chases on still further declines. He eventually came to the conclusion 
that his estimate of the normal price level was in errol', and liquidated 
his position at a loss. 

The picture is not so clear in his major long operation in wheat 
futLll'es which extended from June 19 to September 30. A very evident 
pattern was followed in acquiring the long positions in this operation. 
With the single exception of the pmchase of 100,000 bushels of the 
1924 December futme on J"tme 19, every increase in total long commit

• 


• 


• 
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ments was made on a day on which prices declined. In this manner a 

• 
total long position of 550,000 bushels was built up by July 22. This 
line was pltrtially liquidated on a sharp rrice rise following a pro
nounced downward dIP in prices. A secone peak in long wheat futures 
holdings of 975,000 was reached on August 21. A continuation of 
the price decline on which the last part of this line was accumulatt~d, 
however, resulted in the liquidation of 250,000 bushels on August 22. 
The position was finally liquidated on the strong upward price swing 
which developed late in September. 

The purchasing on price dips would seem to connote the norm trader. 
However, the fact that the line of 550,000 bushels was partially liqui
dated on a price decline, and not further liquidated on an upswmg 
which carried prices well above the level at which partialliqmdation 
occurred, does not fit well into the pattern of the trader who has a 
normal price in mind. But the final liquidation on a strong price rise 
seems to fit the mold of the norm trader. '0; 

SUMMARY OF 7732's OPERATIONS 

• 

The trading of 7732 during the period covered was very profitable, 
even though it does not fit closely into preconceived or stereotyped pat
terns of trading behavior. It may be that 7732 was less successful at 
other times during the 9-year period covered in this study, but he did 
demonstrate an ability to trade profitably during the first three-quar
ters of 1924. From the general summary of the trading experience of 
7732 presented in table 15, it is apparent that he favored the long side 
of the market. He engaged in trading through 26 long cycles and 
only 7 short cycles. The striking price movement of the 1924 period, 
of course, was the rise that started in early June, but his trading prior 
to that time also seemed to favor long positions. 

TABLE 15.-1'mciC1' 7'73~: T1'aaing experience, by type of cycle 

Aver- AverageAver- age AVelut." Total profit orageGrain and type of cycle Cycles maxi- quantity profits loss perdura- mum bought or losses busheltion posi tradedtion 

Corn futures: 1,000 1,000 
Profi tablc cycles: Number Days bu. bu. Dollars Dollars 

16 32.7 327. 2 422. 5 374, 903 o. 055 
1 1.0 50.0 50. 0 1, '107 .028~g~;L~~~============Profitless long cycle _______ 1 54. 0 120.0 120.0 0 .000 

Unprofitable cycles:Short________________ 2 19.0 125. 0 150.0 1,313 .004
In-and-out___________ 1 0 0 100. 0 1, 100 .011 

Wheat futures: 
ProfitableLong cycles: 

5 37. 2 265.0 285. 0 46, 681 .033Short._______________ 3 13.7 50.0 50.0 2,9~5 .020 
Unprofitable cycles:Long________________ 

• 
2 34.5 230. 0 255. 0 16,424 .032 

Rye futures: 
Profitable long eycles ______ 2 15.5 95.0 95.0 12,676 .067 
Profitless short cyclc ______ 1 13.0 10. 0 10.0 0 .000 



40 TECIL\'"ICAL BULLETIN 1001, U, S. DEPT. OF AGRICULTURE 

In general the profitable cycles of 7732 ·were of longeL' duration than 
his unprofitable cycles. He let his profits run until they reached sub
stantial proportions in a number of cases. and although on occasions • 
he let his losses run, he demon!:>trated 'much more capacity tlulll 
7830 for l"ecognizing errors and for dropping untenable positions. 
:Perhaps the most striking feature of his trading was his tendency to 
build up large positions when traclingwas l)l'ofitable and hold his 
commitments to smaller figures when the market movement was 
against him. This is clearly seen from the comparison of both the 
average maximum positions and the average quantity bought in profit
able cycles as ('om pared with unprofitable cycles. This chal'actel'istic 
and the ability to terminate unprofitable eycles before SUbstantial 
losses had been sufrered 3 account for the clear tendency for average 
profits per cycle t,) exceed ayerage losses. 

·What was the influence of Trader 7732's tmdillg on pdces? Because 
of the variety of his tradiqg activities it is not possible to gi\Te a 
categoricall'eply to this question. Dominant in his tmdillg, hO"\\"ever, 
was a telldency to buy on re\'(!l's1t1sin lwice movement during UpWHTd 
price swings. AnothC'r frequently encountered action was to sell Oil 

upsw.ings that followed dN.:linC's in prices. Both o·r these types of 
trading behavior tended to rC'duee price fluctuations rather than to 
accentuate them. This. of course, ·was not true of the less frequent 
occasions when he liquidated on a declining market, 01' made pm'chases 
when prices were rising. 

STATISTICAL ANALYSIS: NATURE OF THE SAMPLE 

The eXluninatioll of the mal'ket activities of byo large traders pro- • 
vides a background against which the trading of the other customers 
ill t1l(' sample may be pl'eselltcc1. Thl} transactions to be analyzed oc
curred in the period of 9 year's extending from Jtl!1lHlry 1, 192·1, to 
December 31, 193~, and jncluc1ec1 the trades made by 8,922 different 
persons through the firm ,,-hieh supplied the information. These 
traders ·were mostly small speculator's. There were some speculators 
who mny properly be classified in an intermediate group with respect 
to scale of oper'ations, and arew speculat:ors like Traders 7830 and 7732 
who traded on a lat'ge neale. The sample also included a few hedgers. 

PROBLEMS .FOR ANALYSIS 

The statistical analysis was designed to obtain answers to a number 

of questions. The most important of these are: 


1. ·What wel'C' the occupations of persons engaged in speCUlation on 

grain futures markets? . 


2. ·What relation was there between occupation and success or failure 

in grain futures speculation? 


:3. ,Vhat relation was there between the magnitude of the trading 

operations and profits or losses? 


4. \Vas there ally relation between tIl(} length of time persons held 
commitments in the futures markets and the profitability of their 
trading? 

3 The onc exception to this was wheat cycle No.4, in which a loss of :;;15,900 was •
snstnined. 
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5. 'Vhnt was the relation between the typical position taken, long 
or short, and the results of trading1 

• 	 6. 'What relation existed between the period durinfY which traders 
were active in the market and the outcome of their tradlng operations 1 

7. How did different classes of traders react to price swings1 Did 
their trading accentuate or reduce price fluctuations~ Did they enter 
the market early OL' late in a given price movement~ 'Vas there 
evidence that their trading was primarily reaction to price levels or to 
the rate of chancre of prices? 

8. 'Vhat conciusions can be drawn as to the profitability of trading 
by speculators in the futures markets 1 

GENERAL 	FEATURES OF SAMPLE 

In a study of this kind the validity of any generalizations drawn 
from the data depencls on the representativeness of the sample used. 
For this reason it is worth while to consider in some detail the char
(tcteristics of the sam pIe on which this study is based. 

• 

The data relate to trading 011 the Chicago Board of Trade, the 
largrr.;t grain. futures market in the world. The commodities consid
cred here arc wheat, COL'l1, oats, and rye, the principal grains traded 
on that milrket in the survey period. The characteristics of trading 
:in futures undoubtedly difl'er from commodity to commodity and from 
market to market, but it seems likely that futures trading in other 
commodities and on other markets has many characteristics in common 
with the subject of this study, i. e., tracli1lg in grain futures on the 
Chicago Bo!trd of Trade. 

The commission merchant from whose records the information was 
htken was one of the largest brokl.'l'age firms on the Chicago market. 
'l'hisfirm 11tldleasNl-wire connections 'rith branch offices in various 
parts of the United States and Canada. DUl'ing the period covered, 
howl.'Yl.'l', branch oflkeswl.'L'e opened and C'losNl, and leased-wire services 
were ina\lgul'iltec1 and discontinued. The firm maintained customer 
ledgers in two principal oflices, Chicago and New York. The accounts 
of persons trading through eastern branclles were maintained in New 
York, and thl.' Chkago office maintained only an omnibus account 
for trading done by these customers on the Chicago Board of Trade. 
This study was confined to the accounts maintainecl in the Chicago 
oflice, and therefore did not consider the tradinfY of customers in the 
eastern part or the cOlmtr)' whose accounts were kept in the New York 
otlice. FurtherlUore, the firm did business both through branch offices 
and COLTl.'sponclents, anel did not ordinarily establish branch offices in 
areas actively cultivated by correspondents. Omnibus accounts were 
mainta,ined in the names or correspondents, and therefore information 
was not available in the Chicago office on the trading of the indivichml 
customers selTed in this manner. 

• 
The result is that the sample. contains a. large number of traders 

WllO lived in certain cities or towns, and few or none in other localities. 
Seattle, 117ash.: where the firm maintained a branch offiee, is an illustra
tion of a city in whicll there was It large number of traders, while 
Portland, Oreg., where It correspondent maintained an officI.', con
tributed v(:;r,)' few traders to the samp1e. 
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GEOGRAPHICAL LOCATION OF TRADERS 

The accompanyinO' dot map (fig. 2) shows the geographical dis- • 
tribution of the truders in the sample.. It is at once apparent that, 
with respect to geographical distribution, the sample is quite different 
from that which would have been obtained by a sampling technique 
designed in advance to give a representative geographical coverage. 
~Iost of the customers were residents of a few hll·ge cities located in 
a small number of States. 

• 

F1GURE 2.-Geographieal distt'lbution of traders in sample. 

Table 16 lists a11 the cities in which there were more than 50 cus
tomers and shows the percentage of the customers in each city who 
traded in each of the four grains. In all, 21 communities are listed, 
and these commuuities contained 6,194, or almost 10 percent, of the 
8,922 custome,·s in the sample. These 21 cities were located in only 
1 Stater> and 2 Oanadian Provinces. Seven of the communities were 
:i n ('I'd ifol'l1ia and 5 were in the State tOf ·Washington. In some of the 
States almost all the traders resided in the communities listed in 
table 16, or in closely adjacent communities. The major exceptions 
Ul:e to be found in the large numbers of traders residing in southwestern 
Iowa, and the wiele scatter of traders-particularly when related to 
population distribution-in ~Iontana and Washington. 

By far the greatest geographical distortion hl the sample arises out 
of the disproportionate representation of the State of Washington. 
Not only did the city of Seattle include more traders than any other 
city, but the total number of traders in Washington, 2,522, constit\lted 
over 28 percent of the. entire sample. Oalifornia, which had a total • 
of 2,451 traders, was only slightly behind Washington in total number 
of traders, bqt because of the marked difference in population the 
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Washington sample was proportionately much larg;er. Washington 
and California contributed over 55 percent of the' traders in the 
sample. 

TABLE 16.-Numbe7· of traders living in cities with O've1' 50 customers 
and percent trading in different grains 

Proporticln trading in-

City Traders 
Wheat Corn Oats Rye 

Number Percent Percent Perce/lt PercentSeattle, Wash _________________ 1, 107 91.8 45.2 16.6 17.3
Los Angeles, CaliL ____________ 811 84. 5 44. 9 17.6 11.7Chicago, IlL_________________ 642 78. 7 51.2 21. 3 17.0Omaha, Nebr_________________ 560 74. 3 6'1. 6 31. 8 23. 2 Spokane, Wash ________________ 519 94. 6 30.4 9.2 11.6
Long Beach, CaliL____________ 441 85.7 45.1 19.0 10.9
San Francisco, CaliL __________ 336 87.8 4,6.4 16.7 18.2 
Vancouver, British Columbia ___ 219 84.0 48.9 12.3 11.0
Grand Rapids, Mich ___________ 185 84. 9 48. 1 27. 0 23.2
Minneapolis, rtlinn ____________ 182 76.9 61.0 14.8 18.7
Toronto, Ontario _____._________ 173 87.9 32.4 20.8 15.0Butte, MonL_________________ 166 92.2 33.1 10. 8 5.4
Pasadena, CaliL ______________ 137 89.8 35. 8 18.2 11.7
Tacoma, Wash ________________ 135 91. 1 31.1 9. 6 11.9
San Diego, CaliL _____________ 106 81.1 50.0 17.0 16.0
Billings, MonL _______________ 100 92.0 33.0 14.0 18.0
Duluth, Minn_________________ 93 82. 8 41.9 24. 7 16.1
Hollywood, CaliL _____________ 83 91. 6 45. 8 13. 3 12.0
Walla \Valla, Wash ____________ 73 100.0 16.4 4.1 4.1
Yakima, Wash ________________ 65 96.9 18.5 10.8 10.8
Santa Ana, CaliL _____________ 61 88. 5 32.8 11.5 23.0 

Total or average________ 86. 2 15.36, 194 44. 9 17.91 

Because of the geogl'Uphical distortion in the sample, little signifi
cance can be attached to the proportions of the traders in the total 
sample trading in different b'Tain futures. There is a definite rela
tion. between geographical location anel the) commodity, Or commod
ities, most preferred by traders in the area. This is shown by table 16 
which gives the percentage of traders in each community who traded 
in the different grains. In all the communities in Washington, which 
is a wheat-growing State, more than 90 percent of the traders in the 
sample traded in wheat futures. This is also true of the two com
munities in Montana. The only other community which showed so 
high a proportion of wheat futures traders waS Hollywood. In corn 
futures, on the other hand, the only citieH with more than 50 percent 
of the accounts trading in this commodity were Omaha, Minneapolis, 
and Chicago, all located in heavy -corn-producing areas. These con
trasts are undoubtedly related to the different importance of the 
two grains in the economies of t:he different (,arts of the country, but 
for present purposes they are particularly lmport:ant in indicating 
that the present sample contains a disproportionate number of wheat 
traders. This is the result of the undue weighting of ·Washington 

8432!l7-49--4 
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l~lHl Montunll if} the sample, and the w!rt high proport.iollS of ·wheat 

futlU'CS trnders found in theso two States. 


HEIXf'IVE SIZE OJ.' TIlE SA.MPLE 

A total of S,l):!:2 ttac1eL'S al'\~ included in the sample. .\. nUIIlb(!l' of 
custOI11t'I'S who tU'e bdiercd to hay(~ tJ'Jlued throu~h other firms were 
excluded from the sHmple. It WHS not possible to'detel'Inine from the 
a \'ailablc l'('('onls whethel' partieular t'ust:omcrs of tho sample firm 
had pre\'iollsly trndNl through othel' fit'H\s,\\;hethel' the~r traded simul
taneously through otlH'1' firms, Ot· wh('th('1' they ('onimlled to trade 
thl'ollgh ollwl' liellls llft('t' disappearing ·fl·01l1 the books of th(\ sample 
firm. How(·\rN·, in the opinion of tt :i'Ol'lllf'l' memher of the slimple 
finn, a lllllnher of l'\lstonH.'rs did tmde through (JthN' Jimls Ht the same 
tinH', alld niP a(~(,O\ll1ts of th('se tl'llder:; were. eliminated. It js pos
sible that SOIlI(' of th(' lll(JI'(, CXIWl't II·tHlel's were thus l'xeillded, but 
this <h,(jeiNIl'Y is IN;S serious than 10 i 11('1 1I<1(, only a Plllt of the trading 
in whi('h It ('lIstolllel' wa~ t'lI~a!!l\d. It is Ii kl'h that S01l1(' of the traders 
(lnl'ing the ppl'lod elu'l'iNl fl('(,()llllt~ ,,,ith (itlH'r flltl\l'l'~ commission 
Hems bcfOl'l' and uHpr thpy tTackd thl'ough the sample firm, and that 
this n'sultl'(I in an inadl'(lua('p rcpresentation 01' the largPl' t:radcI's, 
Silll'P sl1('h tradt'I'S ute more likply than small tmdl'l's to dwnge their 
Hl'('OUlltS Jl'OI1l one [Ill 111'('5 ('ollllnissiOll lIll'n'hant to another. 

It is impos;;iblt' to ([t'tpl'lnillP what proportion of nit' ioiall1ull1uel' 
of P('I'SOUS who l'lIgagl'<l in ~l'ain flltul'('s tl'adill~ on the Chieago Board 
of Trade during tll(' 1>(,1'iod ('tn'erNl is IneilldNl in the samplt'. Other 
J1l('llSIIt'es, how('nor, gin' S0111e idea of the l'l'lat:1\'(1 imporlance of the • 
tl'lldillg ('aniI'd oil by the gl'ou)1 studied. In (able 17 dara are pre
H'ntNl showing rOl' l'fl('h grain tIll' J111mhet' of (radel's ill till' slLlllple, 
til(' !lulIlber o/: tl'Hnsaetioll';, lhp "olum(' of trading in bllsht·ls, and 
tl\(' :W('l'agt' total 0Pl'll position both long H\1(l shod. ~\. total of 
·:11i,90H tI'nnslletiolls W(,I'(, stUdied, of whi('h orCl' two·thil'<ls wel'C' in 
Wilt'Ht futUl'('S. Tlw (I'H(lers in the sf\lIlple bought It totnl of almost 
n:H,oOO,OOO bl1slw!s of wlwllt futures, all(l a. total <rt 1,:320,000,000 
llllsheis ,rht'll thp fig\ll'('s JOt· all fOlll' grains al'(' combined. Thn1ogh
uut t h(' IW)'iod stu(1iNl, the totn1 open posi (iolls (long p IllS ~'lhort) 
It\'(>t'ug('d 2.!lOo.tlOO buslH'ls of wlH'at :futurcs, 1.0i)i).000 bushels of com 
futu I'(lS. ~I(H.n()() bllSh(, Is () f oat III (mrs, and 21:~,OOO bushels of: rye
futnre's. 

T,\BCl~ 17.-.Vwnbr;' of tmrle1'N, 1l1lmbl'1' of tl'aMadi(Jn~, totaZ1'olume 
of tm:lin{l, and £tI'Cra(lf. total position lor tl'ad('IW in samplc 

~_._.~.,__ ~t"',-___ ___ !~~'''' I~'o'" _;_ou" .Il~:'· ~~-"~~ 
Xumlwt of ttnder<> __ ..... _. ___ ! 7, (j(i3! 3, ORO 1, fi2:3 l 1,3·10 I 1 R, \)22 
Xumb('t of tmn~a(·tjolli!._ .... 2RIJ, lao; flG,7Hl JR, OiH I ]3, \)02 .•117, [Jon 

J'\'alulIl.e of tr:\(\i.lI~ 1.1 ,000 bu \lao, (i 13 ,27a. (i50 (iB.2/{a ·W, lll·l. 111, 320, 3HO 
A \'(,nt~C op<'t) po"ition 3 \ I , 

1,000 b1L_ 1 2, !lOO t J,O.i.i 4(j.!,' 213. 
l' ! • 

l'I'ht, lItlfl1ll('r (If trud(,fS ill ".\/1 ~rnills" j" It',;" (han lit(' ""111 of lit(' figures for 
theindh·jdunl !!;min:< bQ(·:lu:i1.' IIIl1ny trader::; trudl~(l ill mOfe lhan ! grain. 

~ 1 5ill(' ollly. 
, Both "ide::;. 

http:tr:\(\i.lI
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Data an~ not availaule to show the tohti ntunbC'l' of transactions in 
grain futures on the Chicngo Boanl of Trade during the period co\'
ereel. DItta, on the total volume of tradil1!! in bushels arc ayailable, 
however, and may be compared with the '~'olume of trading o:f the 
pet'SOIlS in the sample. 'When this is done it is iOUlld that lhe sample 
tl'ad~>l's H('('ounted for somewhat less than 1 percent of all trading 
in wheat and corn futures. The percentages are O.!H and O.G:I: for 
whtat and ('01'11 l'espectiw'ly. A comparison of average open posi

1
tions 'with tll(' total of open commitments (on both sides) gives some
what highcl' figures, the perct'ntnges being 1.2-b and 0.01 for whe:tt and 
('01'11, r(lspeeti\·('ly. The higher proportion for open positions pre
Btunably l'c(lects the fact that no senlpl'rs WCl'(~ included in the study, 
nnd th('l'e(orl' po;;itiolls helcl were. relntiycly more substantial than 
th(1 "OlUlIlC of trading clone. 

From the JigUl'l'S gi\'en above it may be c'oncludec1 that the sample 
studied ,,'as aPPl'oxinmtely 1 IWl'ct'nt of the total activity in gmin 
flltlll'('S on the ('hicago BOflrd of Tradp. ' 

HEDGEHS 1;'\ TilE S,\:\[PLE 

• 

The It'ad('l's in the Bampl~ included grain firms and grain-processing 
COil! pn nil'S SIH'h a~ flOllr IInlll'l'8 and cOl'n-pl'odllcts pro<.lllcel's" as well 
as iIldi"iclllals from many walks of life, :Many of the. lal'gel' grain 
fiems ('[tn'y Oil tll('i1' futures trading operations through :t 11ll111Uer of 
dUfel'ent commiOlsion l1ll'rC'hnntR. and consequently the trllClillO' of 
slIch concerns with lhe firm -from' which tltis sample' is drawn "'a~not 
nN'(>ssarily 1'('pl'(~SentiltiYl' of their trading operations generally. Jj"'or 
tltis reason the trndl.'s of such hedging al'cOllnts were excluded from 
th(> sample, and only those accounts wel'e in('11I<1ed which in the opinion 
o.t a pll rtnt'r of tIll' futUl'l's COll1ll1 ission house const itlltec1 a 11 of the 
trades of the hedgl'l' in C[lIention for the period dming whkh the ac
count appeared on the books. 8incl\ the futures operations of some of 
the larg('st heClg('rs are tlms excll111Nl, the sample cannot be looked 
upon as rcpres('ntati.Ye of all hedging operations. It is pOS!'lible, how
e,.el" that it represents with r(,llS0I111ble accuracy the trading of 
Ilwdi.1lll1-sizecl and smaller hedging concerns. 

Tht' hec1gt'rsin the sample WPl'e distributed between members and 
nonmembers of the Chicago BOlin! or Trade, and the different seg
lIll'nts of the f[l'ain tmc1e as sllOwn in table 18. 

T,\l\LI~ lS,-O('('upationaZ distribution of heclge1'8 in salloz,Ze 

..- .. '~'--'-'-'~~---ItWheal,. Corn 'Oat~ nyc All grainsl 

I1CdU;Cl'S \! ~!/'t -;:; ~ '1'\-:; ~ 1"1-:; ~ V' -:; ~ V' -:;
2E p' 12 .3,? EE ~ ~2 :0 ~E :0 
~ ::-"~t=-'~ r-t~~"""; ~ 

-'~"--------\--:-l--------

• 
Proc(',,;::ors •• _ ~ ____ ~ ~. _.... .. I 4 ,\·l \1 2! 15 I 2 7 1 ii I 4. 4.7 
'l'el'lUilllll ,P;min m('n'halll~L _ ~ 1 20 45 !); 22 \ 1117 9 13 2:3 -19 
SubtC'rminal u;rain lll('rehall(,;_! ___ J 10 II! s ---" 3 ---- 3 t 1 12 
Country grain ll1erchantlL_---:::..::.::.1 23 li=::~''::'=~~'.J.~~_O_. 32 

13 27 28~_~__~-,~~:--~-~~.~-:~~.~_!..122J. 12 IOt 1 \37\10 1 \140 

1 The" .\11 grains" fi.L\lll'(' i" Je,;,; thlm lhe sum of the figun;'::; for the indidclual 
grains because many of the tirrm; traclC'd in more than 1 grain, 
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The sample includes 140 hedging firms, which is a considerablenumber. One-third of these were processOrs and two-thirds WE~reengaged in the gl'ain business. Twenty-eight were substantial enougll •to be members of the Chicago Board of Tl'ade. lfembers tradingthrough other members pay only one-half the regular commission rate.The trading of these members was presumably in sufficient volume sothat the 50-percent saving in commissions justified the expense of main
taining membership on the: ~.change.

It is not certain that aU of the tl'llnsactions recorded for the firmsclassified as hedgers 'were hedging in the strict meaning of the tlJl'm.We can be reasonably sure, on the Oiher hand, that the trading of theother groups included in the sample were speculative in nature. Theydid 110t include all types of speculators, since scalpers were not included, and it is doubtful whether spreading operations were adequately repl·esented. (In any event the nature of the study precludedany examination of spreading between markets.) The bulk of the
traders in the suml)lc, therefore, consists of nonprofessional
speculators. 

OCCUl'NrIOx.\L DIS'l1UnUTION OF OTJIEU TUADEUS 

.A detailed presentation of the occupational distribution of tradersin the sample is given in table IV. Businessmen were the largest occupational group included in the sample. More than 3,000 traders wereengaged in business in the capacity of proprietors or managers, andmore than one-third of these were engaged :ill retail trade. Personsengaged ill the real estate, insurance, or securities businesses were also •numerous, as were business managers and proprietors of a large varietyof nontrade types of business activities-mostly manufacturing.There were 316 persons engaged in the grain business who carriedpersonal, speCUlative accounts with the firm from which the samplewas obtained. There were also 134 men who were engaged in businessdirectly related to agriculture, such as farm machinery, the seed busiTless, the livestock commission. business, or meat packing.
Farmers were an important segment of the Hample, but manualworkers, mostly foremen and skilled workers, also appear in considerable numbers. A surprisingly large number of retired persons, 954in all, were found in the sample. Professional occupations accountedfor 76S traders, and tl1ere were 554 persons who were engaged in clerical work. Semiprofessional occupations such as commercial artistsand designers, laboratory technicians,. aviators, and radio operators,were relatively unimportant.
The significance of the occupational classification is impaired bythe relatively large number of persons whose occupational status couldnot be determined from the records kept by the firm. There were V.71such persons llltogether, and they constituted almost 11 percent of theentire sample. 

• 
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TABLE 19.-0ccupational distrib-ution of all traders in sample 

AllOccupation iVheat Corn Oats Rye grains' 

Num·· Num- Num- Num- Num-
Business managers, grain business: ber ber ber ber ber

Country grain business _______________ 114 65 33 21 133 
Terminal and subterminal grain business ________________ • ____________ 

158 107 ~4 38 183 
TotaL ___________________________ 272 172 77 59 316 

Business managers, other:Wholesalers_________________________ 112 44 16 18 131Retailers___________________________ 937 452 201 179 1,044Bankers____________________________ 16 5 4 3 19 
Miscellaneoui> other than trade________ 733 364 161 143 824 
Real estate, insurance, securities _______ 749 427 178 130 885
Capitalists and financiers_____________ '14 19 5 4 50
Business re ngriculture_______________ 105 73 33 27 134 

1'otal____________________________ --------------
2, 696 I, 384 598 504 3,087 

Professional:
Accountants and auditors ____________ 80 35 15 10 91 
Artists, actors, and musicians_________ 24 11 1 1 26Clergymen _________________________ 10 7 4 3 12Educators_____ • ____________________ 53 30 9 9 58Dentists____________________________ 73 26 12 11 77
Engineers and architects _____________ 105 55 17 20 120Lawyers and judges_________________ 111 56 20 17 129 
Physicians and surgeons______________ 133 82 24 27 152 
l>rofessional ocqupations, n. o. c ____ --- 88 52 17 16 103 

'rotaL ___________________________ 677 354 119 114 768 

Semiprofessional: 
~emiprofessionnl occupations__________ 74 30 12 11 83Students___________________________ 

15 4 2 3 19 
Total. --------------

89 34 14 14 102 

Clerical: 
Clerical and kindred occupations ______ 225 114 38 41 262 
Sales persons and kindred occupations_ 146 66 25 18 168 
Inspectors, estimators, ete____________ lO2 23 11950 22 
~lunicipal and State employees _______ 3 2 3
Federal employees ___________________ 2 2 1 ------ 2 

TotaL ___________________________ 478 234 86 82 554 

Farmers:Farmers, generaL ___________________ 779 365 150 121 90o
Fnrmers, specialty___________________ 118 47 19 16 128 

TotaL. __ • _____________________.~ 897 412 169 137 1,028 

I The numbers of trnders in the "All grains" column generally are not the 
sums of the figures for the individual grains because many traders traded in more 
than 1 grain• 
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TABJ..E 19.-0cGltpational distriblttion of alltmders in sampZe-Con. 
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• 
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Occupation Wheat Corn Onts 

'Manual workers: 
Skilled and semiskilled__________ • 
Laborers ami unskille<L __ • _________ ._ 

TotaL_•••••• ___ ._. _____ •. ___ . __ • 

UeUred:
ProfessionaL. _____ • __ ._.___________ 

SemiprofessionaL ________ •• __ ._. ___ •
ClericaL ____ ••• _____ .______________ 
Business _____________ ._____________ 
Connected with grtlin business _____ •• _ 
Manual•• _••••••• ___ .. ___ • ______ ._.
Farmers__________________________ ._ 
l}revious connection unknowll _______ ._ 
Govcrnmcnt employees. __________ •• _ 

TotaL_._. __ ••• ______ • ___ • ______ 

Unknown: 
Status unascertainable________ • ____ ._ 
Unemployed, formor occupntion unknown ___________________________ 

'rotaL___________________________ 

NUIII- NUTII- l'{11111
her her her 
680 377 134 
155 75 27 

U. All
) e grains! 

NI/III- N11m
her her 
115 777 
25 171 

835!452fl6114OWS 
- '==='= 

28 13 5 4 32 
1 -----7- .---4'- ---.-- 110 12 

292 144 48 37 329 
44 28 13 11 50 
35 17 4 7 38

]75 112 43 33 218 
222 143 62 46 265 

8 4 1 3 9 

8151 -168 180 141 I 95'1 

735 396 176 112 971 

47 22 6 10 54 

782 418 182 I 12211,025 

Hedgers: 
Processor hedgers___________________ 44 15 
Grahl merchants, terminaL___________ 45 22 
Grain merchants, subterminaL________ 
Grain merchants, country________ ""__ 

10 
23 

8 
16 

TotaL ____ • _________________ .• ___ 1221 61 

Total, all Lraders __________________17, 66313, OS9 

l'---1-1-Totnl, nonhedgers _________________ 7, 541 13,928 1,586 ,1,313 S,782 

47 
49 
12 
32 

7 5 
17 13 
3 3 

10 6 

37 I 271 140 

1,62311,3,10 IS, 922 

CO~IP<ill.-\TlVE OCCUPATIONAL DISTHlBUTION 

One test of the l'epresentatiYC!lless of the sample is the extent to 
which the occupational distribution of traders is similar to those 
found in other studies. Thero have been several other compilations 
of futures tL'arlers by occupations, but most of them a re not closely 
comparable with the list shown in table 10, because of differences 
in commodHies and dates covered and in the nature of the occupa
tional classifications used. The most nearly comparable tabulation 
is that given in It study by D. B. Bagnell entitled, "Analysi.s of 0 peil, 
Oommitments in 1Ylteab and Oo1'n Futurew on the Olticar;o Board of 
Tmcie, September ::9, j,?J4.'l·1 This analysis applied to a date 21 
months after the final (htc of the present study, t1ml was a, cross 

'"(Tnited Stutes Deplll'tment of Agl'icultul'(', airel/lllr No••'1.91'. 
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section of tho tradors in the market at tL point in time, in contrast 
to the ,pl'.esen~ study whi(!h r(lll~tes to .the customers of It ~iven fl~tUl'eS 
comintSSlOlt {u'm who traded m graul futures at any tl1ne durmg n. 
9-yeaL' period. Furthermore,!l differellt classification of occupations 
was used. 

In the present study the Diotio1UO'!J of OcclbJ)(ttional 'l'itles pub
lished by tho United States Depllrtmellt of Labor and the United 
States Employment Seryico was used as a guide, and an etfort was 
made to. I.lclhel'e as closely as possible to tho occupational classifica
tions prr:sented ill this dictionary. Tho definitions used, and the 
groupings made, differ from those in the Bagnell study which was 
mado prior to the publication of tho Dicliona'I'Jj of OCcltpational 
'PUles. As a rcsult, these two stuaies nrc compn.mble only on the 
broadest basis. 

The slllllple obtai lied by Bagnell gaye the fol1owing occupational 
distrib\ltion of accounts.s 

Accolt1l/& 
lI'heat Corn 

Class: 1,4U2 1,0·171"Ill'lIIcr:; _ . 
802 496IfollSCwhl'H. 6, 237 3, 730Clcrks, sllllIll lIH:'I'('hnllts, etC' ... 

3,OU8 1,876EXC<'llth'C's, financiers, C'tc 0)"39SPCClll!ltiVC corpomliolls. ~I 

11,638 7,176'rolal spN'ulllfi\,C' " 
738 572E!C\'l1lOl' hed~crs_ - -' 30U 122

~ ~Pro<:essol' hcdgcrs ____ . •. - .... ....... , ... 


1,047 694 
...... - ~ - '<" - " -'> "Total hedging. . 

- ... . .. ,.., 509 21!)Foreign Ilnd miseellnneous. --

Tollll____ __." .-_ .... -- 13,HI,l 8,089 

The. most important differences beb,-een the above distribution 
a.nd the distdbution presented in this analysis are: (a) the former 
included housewi \'(~s; (b) listed speculatiye corporations; and 
(c) met'god a11 oecupations other than farmers and housewives in two 
cntegories, :'CleL'1{s, smallmerchnnts, ete.," anel "Executives, financiers, 
etc." These three diti'ercncC's will be considcredin order. 

Most traders on fut\lres exchangcs are men, but (L considerable num
ber of wOlllcn do part.icipate. in futures tmding, In this rcspect the 
prC'scntsftlnple is not l'epresentatiYc, since the samplo firm, as n, matter 
of policy, dill not accept the accounts of. women. Employees of the 
firtH oC('[l;;iona.l\y aecept('d 01'([(>I'S from WOlTlcn, C'ustolllal'ily concealing 
the sex by !!iy.ing initial::; only for the fil'st names. 'When these were 
llisco,-crcd by I:he head ollicc, the accounts were closcd, and the trading 
exper.icllce shown on the books is consequently in no sense l'epresenta
ti,Te of women's trading O'eneml1y.

The. classification "sp~culati\'C (.'ol'porations" was not used in the 
pr(';;('nt allal~'sis, but it is believed that few , if any, COl'pomtions which 
mig-Itt be so classified we 1'(\ includ('d in the sample. In Bagnell's study 
th~y l'C'presented about one-third or 1 percent in 1HunbcL' of traders, 
and it is unlikely that they are ineluded in much lal'ger proportions 
i Jl this study. 

• (\p, cit.. p,17. 
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Bagnell attempted to classify the bulk of the speculative tradersin his study so as to. distinguish between traders of small means andtraders in the "executive professional class." There does not seemto be any combination of the subclasses used in this study which wouldcome reasonably close to Bagnell's classification. Consequently, for •purposes of comparison, it seemed best to merge all speculators otherthan farmers in a single group.
Another adjustment which was unfortunate but necessary was the
subtraction of the group whose occupatjonal status was unascertain
able in this study. This was the situation for 735 traders in wheat
futures and 396 traders in corn futures. A number of these traders
in all likelihood were farmers, but since there was no way to deter
mine their number the entire "Status unascertainable" classification
was excluded from the comparison.. Bagnell's study did not contain
the "Retired" classification, but it has been assumed that in his study
retired 'farmers were classified as farmers. Therefore, the data from
this study for farmers and retired farmers have been merged, thus
placing the data from the two studies on a more comparable basis.
A further step which was desicrned to improve the comparability of
the two studies was to subtract tTIe housewives and speculative corpora
tions from Bagnell's figures. The results are shown in table 20. 

TABLE 20.-0mnpa1·i80n of ola88e8 of tradel'8 in wlLeat and OO1'n lut'lllre8in analY8i8 01 Sept. 969,1934, and in pre8ent 8tudy 

Analysis of Sept. 29, 19M Present study
Class of trader 

Wheat Corn Wheat Corn •
Num- Per- Num- Per- Nllm- Per- Num- Per-Farmers and retiree! farmers ___________________ ber cent ber cent ber cent ber cent1,492 12.6 1,047 14.2 1, 072Other speculators________ 15. .5 524 14. 6

Elevator hcdgcrs_________ 
9, 305 78.0 5, 606 76.3 5, 734 82.8 3, 008 83.7738 6.2 572 7. 8 78 1.1 • 46Processor hedgers ________ 1.3

--
309 --2.6

--
122 
--

1.7
--

44 --.6--
15 
--

.4
TotaL___________ 11,844 100.0 7,347 100.0 6,928 100.0 3,593 100.0 

It :is apparent frol11 this table that the proportion of hedgers inthe present sample is significantly less than in the Bagnell study.Almost 9 percent 0'[ the wheat traders, and over 9 percent of the corntraders in his analysis were hedgers. In the sample on which thepresent stlldy is based hedgers constituted less than 2 percent of thetotal number of traders in both wheat and corn futures. This contrast woulid be even more striking if the traders whose occupatiomilstatus wai· unascertainable were hicluded in this study. These traderswere almost certainly not hedgers, and consequently the proportionof hedgers in the entire sample was even smaller than indicated above.Two considerations may be cited to explllin the smaller number ofhedgers in the present study. The first is the exclusion frol11 this studyof larger hedgers who put their trades through two or more different •futures commission merchants. The second. is the fact that some largehedgers are clearing members of the Board of Trade but do not 



AN ANALYSIS OF SPECULATIVE TRADIWO m GRAIN" FUTURES 51 

• 
solicit 01' accept orders from the public and consequently IU'e not com~ 
mission merchants, As clearing members thoy carry positions for 
themselves, which woulclnot be shown on the books of 11 futm'o com~ 
mission merchant. BugneH's study, which .was based on reports from 
aU clearing luembel's of the BOllrd of Trude, covered all positions in 
the marlmt 011 t1le day stnc1iecL 

It, may be concluded it'om the above comparison that hedgers as a 
general group are underrepl'esonted in the. present st.udy. Thero re
mains, however, the question of tlll;) distribution of the larger classifi
cation of h(ldgcl's betwcen processors and gt'ain merCha!lt~ (or e1o
vatol's). To test whether these two comp011l'nts of the hcdg\l1g group 
wero present in similar proportions in the. Bagnen sample and 111 this 
study, the pwportions of the two types of hedgers in the two studies 
are sho",ufoL' wheat and corn jn table 21. 

rl'ABLI~ 21.-Number and In'op01'tion of (UffrJl'cnt t?lpe8 Qf hedgers in 
analysis of Sept. f?O, ll)84, and in p'l'esent st1uly 

...-" ------- .... --
Annlysis of Grain and type of hedger Present studySept, 20, 1 !)3·l 

When.t: N11111lier Percent Number Percent 
1'I'OCC6S01'6 __ ~ ____ ~ __ •• _. _. 30\) 20, 5 M 36,1Ornin mOl'cllt\l1ts___________ 

• 
738 70,5 78 63, !) 

'rolttL____ • _______ ..• _.' 1, 0-17 100, 0 122 100,0 

Corn:
PI'oceSSOI's. _________ ~ _____ 122 17,6 15 24, 6 
Grain tll/}I'chilnts ___________ 572 82, 4 ,16 75,4 

TotaL _________________ 
flO·!. 100, 0 I 61 100, 0 

At first glance it mi.!!11t seem thitt processor hedgers are significantly 
more numerous ill Lhc~present sample, since almost 25 percent of the 
COt'll hedgers and au percent of the wheat hedgers were processors, 
Bagnell's' .figures Wel'C. 18 percent llnd 30 pCl'cent, rcspectively_ 'These 
differences,'hOWC\'Cl', al'e 110t significant.U 

• 'l'hls conolm;ion WitS roached uCh:>r ItPDiyiI\~ the Chi-square test of independ
enco, IIi this test Lho nnll1\)(>t' of tl'll!1l'l'S in (,(ICIt clnRsillcntioll fOl' each study 
WlIS cO!lljlnrC>!i with thc number whiCh WOl\ll1 havc hC('1I in t-lm ollls!;lficntloll if 
tIll' trndpl's hnd boell tlistrlbutM .In the prollortions shown wholl the untu for 
both slul1ies nrO ('(\Jllbln{'ll. By \lSI! or till' Chi'llfjlt:\I'C tccllllifjue it is possible to . 
(tisCO\'l~r th!) probnbility UJll[ (lls"1'l'pllJJcics ns great 01' gJ'(~alel' than those 
obscrved Would lll'ille lly ('hnnce, 

• 

'1'1l1s lll'obllhility is l'plntcc1 to the 1H1ll1h(>l' of lIhSPI'\'ntiolls illvo\ved; the lat'gel' 
the number of ohSNTuti()nS tllc mOl'e signifieHllt it gh'on dll!ereno(! in propol'
tioms, 11'01' oXllmIIl~\ the llrollnhiliW's (If (lifl'en'llocs in thc prOPoI'tions of the 2 
('[ttegot'los ot' hp(]g('!'S ItS g'l'Pllt (IS tIl{' dll1'el'elll,!c })etwecn 24.0 pel'cent and 17,6 
pm:ccnt for the cOl'n processing' hedge I'>!, uml tllC <llffcl'encc between SU,1 percent 
(lnd 2[).;:; (wrccnt iOL' II'h(,Ht PI'occssing l\C'(\gCI'S, III bOnl cases falllietwccn 11n 10 
nnd 1 in U. The IIllluhcr of tl'ncl('I's illl'ol\'cc1 was 01 and Ci!H fOI' the 2 stt1<lles 
tiE com lwdg('I'R, tlnd 122 ana l,o·n fo!' w!tent hedgers, III contrnst, the difference 
betwct'n :!.G,S pcrceot !lnd 13.8 llet'Ccnt, the 1ll'lltlortiOtUl of fnrtners trading in 
whoat futUl;CS, tiS shown in table 22, seems nt fits!; gluner: to he Slllull, but such 
a «in'OreDoe would arise lJy ohance less than onoc in It thonsand times, In this 
CI\S(! It will be noted that the number of trntlcrH is IIlllch huger, amounting to 
G,SOa for ilie present study, nnd 10,707 for thc Bagnell study. 
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One further compa.rison ma.y be made between the Bagnell sample 
and the present sample. This is a. compa.rison of the relative numbers 
of farmers in the two samples. '1'he da.ta are shown in tab1e 22. 

TABLE 22.-Nunnber and proportion oj fm'mers and other speculators 
in ana.zysis of Sept. fJ9, 1934, and in present study 

I
Analysis of Sept. Cluss Present study29, 1934 

. 

\\'bcat: 

Farmers and retired farmers,_, __ ,_,_
Other speculators_ ~ _____ , _______ • __ 

N1IIIlber 
1,492 
9, 305 

Percent 
13.8 
86. 2 

Number 
1,072 
5, 734 

Percent 
15. 8 
84. 2 

TotaL__ . _______________________ 10,797 100. Q 6, 806 100. ° 
Corn: 

Fo.rmers and retired farmers _________
Other speculators __________________ 1,047 

5, 606 
15.7 
8,1. 3 

524 
3,008 

14.8 
85. 2 

TotaL__________________________ 
6, 653 100. 0 • 3,532 100.0 

In corll futures trading there is no significant difference between 
the proportions of farmers in the two samples, but the present study 
contains a significantly larger proportion of farmers trading in wheat 
futures tIl an did the Bagnell study.' The distorted geographical dis
tribution of the present sample may be the explanation for this differc 

ence. The sample inchHled considerable numbers of persons whose 
ttddresses were small towns in the wIleat-growing areas of Washing
ton and :Montana, and relatively fewer persons with small-town 
addresses in the corn belt. 

The Federal Trade Commission also made a study of the oecupa
tional distribution of grain futures traders based on the customers of 
eight Chicago futures commission merchants about 1916-18. The 
l'esults are published in the Report of the Fedeml1'mde Oowmission 
on the Grain t'rade, Vol. VII, Effects of Fl~ture 1"l'ading (p. 196). 
The occupational classification applies to all traders in the sample and 
does not distinguish between traders in the different grains. The 
study was confined to wheat, corn, and oats. The present study cov, 
ers wheat, COI'll, oats, and rye. Since it was not feasible to determine 
the occnpational distribution of a sample which would correspond 
fully with the sample of the Federal Tmde Commission in terms of 
commodities, t1le next best solution was adopted. The data of the 
Federal Trade Commission were compared with the data on occupa
tional distribution of all traders in the present sample, regardless of 
the grain or grains traded. Such a comparison, for farmers and for 
other traders, is given in table 23. Sillce the Federal Trade Com~ 
mission data, like Bagnell's study, did not distinguish between farm
ers and retired farmers, the combined classification is used here also. 

• The probability c..e discrepuncies as great as those shown for corD futures 
ariSing by chullce is about 1 in 4, but for wheat the corresponding probability is 
less thun 1 in 1,000. 

• 

.

• 

• 
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TABLE 23.-Nwmber and prlJpm'tion of fa1'rrwr'8 and other trader8 in 
Federal T'rade Oommi88ion study and pl'e8ent 8tudy 

-
I 

Federal Trade 
Class Commission Present study 

study 

Number Percent Number Percent 
Farmers and retired farrners _____ ~ _______ 807 16.6 1,246 15. 7Other traders__________________________ 4,06-1 83.4 6,705 8'1. 3 

TotaL_____________________ • ____ 4,871 100. 0 7,051 ]00.0. 
Table 23 shows that farmers constituted 16.6 percent of the Federal 

Trade Commission sample and 15.7 percent of the present sample. 
This diffcrence is not significant.s 

It is diflicult to interpret this result in conjunction with the results 
from the comparison with Bagnell's study. The three studies differ 
in so many features that little would be gained from conjecture as to 
the reasons for the. hi~her proportion of farmers trading in wheat 
futures in this study tnan in Bagnell's study, while the proportion 
of farmers in the total sample is not significantly different from that 
shown by the Federal Trade Commission. It is perhaps safe to con
clude that in general fat-mel's are included in this sample iIi roughly 
the same proportions as in the other studies, except that there is an 
unduly large proportion of farmers who traded in wheat futures. 

A summary of the numbers of traders in tIle major occupational 
groups for all foul' gmins and for the total sample is glVen in table 24. 
The percentages found in the different occupational groups are also 
shown. If the proportion in the different occupations in the entire 
sample is taken as the standard, significant difrerences in the occupa
tional distdbutions for the different grain futures are found. 1Vhile 
these differences are statistic!llly significant,D they do not appeal' to be 
of great importance. They consist primarily of fewer traders than 
would be expected ill the "Unknown" group for wheat and rye futures: 
and more than would be expected of businessmen engaged in the grain 
trade who traded in corn, oat, and rye futures. There are also more 
l'etired persons trading in corn futures than wou1c1 be expected, and 
more oats hedgers. 

The conclusion from the analysis of the occupational distribution 
of traders covered by this study may be summarized as follows: House
wives and other women are not represented at all; hedgers are under
represented, bnt there is no evidence that the proportion of the different 
types of hedgers is distorted; farmers seem to be overrepresented 
among traders in wheat futures, but the analysis does not show this to 
be the case for farmers in the total sample. These conclusions emplllt
size the necessity of distinguishing between hedgers and speculators 

• Application of the Ohi-square test of independence to the data in table 23 
indicntcs that the pl'Obability of obtaining by chance differences as great as 
those shown Is about 1 in 5%. 

• Results for the entire table dlfl'el'ing as mnch as those shown from the expected
results would appeal' by chance under the hypothesis used less than once in a 
thousand times. 
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TABLE 24.-Nwmbel' and percent of trade1's in each gmin and in all grai'IUJ,l by major occupati01lal groups So! 

Occupational group Wheat Corn Oats Rye 'All grains ~ 

Num- Per- Nlllll- Per- Num- Per- J\Tum- Per- Num- Per-
Business managers: ber cent ber cent ber cent ber cent ber cent 
.)J;. Grain busincss _________ - _________ 272 3.5 172 4. 3 77 4.7 59 4.4 316 3.5 I
~ Olher___________________________ 

2,696 35.2 1,384 34. 7 598 36. 9 504. 37.6 3,087 34.6ProfessionaL_________________________ 677 8.8 354 8. 9 119 7.3 114 8.5 768 8. 6
SemiprofessionaL_____________________ 89 1.2 34 .9 14 ; .9 14 1.1 102 1.2ClericaL_____________________________ 478 6.3 234 5.9 86 5. 3 82 6. I 554 6. 2Farmcrs_______ • _..______ • ___________ 897 11.7 412 10. a 169 10.4 137 10.2 1,028 1l.5Manual workers ______________________ 835 10.9 452 11. 3 161 9.9 140 10. 5 948 10.6 IRetired______________________________ 815 10.6 468 11. 7 180 11. 1 141 10.5 954 10. 7Unknown _____ ._______________________ ...

782 10.2 418 10.5 182 II. 2 122 9. 1 1,025 11.5 QHedgers ____ - ________________________ Q122 1.6 61 1.5 37 2.3 27 2.0 140 1.6 ... 
Total ______________ .-_____=_~-'-

7, 663 1,340 8,922100. 0 100.0 100.0 100.01 ~3, 9891_~00'~J ..1, 623 1 

rn 
I The figures on number of traders in the II All grains" column nrc not the sums of the figures for the different grains because many traders 

traded in more thnn 1 grain. t:1 
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AN ANALYSIS O}<' SPECULA'l'IVE TRADING IN GRAIN FUTURES ti5 

in the following analysis, and the desil'ubility of examining the diffor
enccs between ial'llH'l's and other speculative trudel's to see whether 
oVCl'rcpr('s(;ntatioll of farmers in wheat futures trading might seriously 
affect the conclusiolls that 'would otherwise bo drawn, 

CUARACTEIUSTICS OF THE .PERIOD STUDIED 

A final problem to be considcred with l'espect to the possibility of 
geJll'l'alizitlg frolll the present study is the period of timo to which the 
study refers, It extended :from January 1, 1924, to December 31, 1932, 
'rhc most striking feature ot this ~riod fOl' a study appeal'ing Ilt the 
prt'sent timo is that it waS terminated more than 15 years ago, This 
dellLY WI\S occasioned by a number of factors and waS lllrgely unnvoicl
ttUll',lo Undoubtedly tl study of this type wouM be of grcatel' vttlue if 
it applied to II, mOre re('ent period, Changes must bo continually taking 
plaee in th(' 11\11111)('1' anclllaturc of the tl'llc1ers in the markets, anel in 
their l't'act ions to prk'es Ilnd other market situations, On the other 
hand it is highly probable that there are ch:u'aderistics of tho specuht
tive trading ~itllati()11 which, while not illvnriant, are suflk:iently stable 
to pl.'ovido the basis for genm'alizations which al'e not entirely in
appli<:flblc to the (,Ul'l'ent scene, 

Anothel' important qllei'tion with respect to the time period to which 
this study applies is its repl'esentati\'l'lless with respect to price and 
mlll'ket ('onelit:ions, In h'rll1S 0.1' general ('('onomie conditions the period 
does no! seem to be a bacl choke, It included the relatively pl'osporous 
FlU'S oj' the late 1D:20's and the decline. to the depths of. thH depression 
of tIre early 1030's, But ngriculture did not share fully in the pros
perity of the 1020's and 19:24 wns much the best year in the period 
covered ill terms of priees rec:(~iyed for the principal gmin crops, 

Thc} pl'iel'- si tunt iOIl for the pel'iod covered may be seen trOIll figure 3 
which pl'N'ients the. (l\'cmge monthly closing pl'ices of thl;lc dominant 
grain futun's on the Chicago BOlll'a of Trade Jor the J:Olll' graills 
stlldit'd, In endt ('asc there was It bull market in the last Iudf of J,!J24 
which culminated t'arl,Y in 1025 and cfl1'l'ied prices to the highest levels 
1'(,(,OI'(!('l! during the U-'y(~fll' period, After the. price declillo that fol
lowNl, the, four;:lltllres !l1tH'k(·ts exhibited some di\'el'sity, but ill every 
('1tS(' pl'ic~':; SOIll(l t;!l1e in 1030 I'e:lchcd !e\'c!s as low as thoso at tho 
beginning 01' the pel'iod and th('n continued to dec1ine to new lows, 
In tenn:;'of pril't' level the pel'iod may be looked upon as fn.irly repre
St'ntltti\'e, up to the elld of 1!J20, but tho inclusion of the last 3 years 
('I('ady O\'l'l'weights the period in the dircction OT low prices, 

In t.otal Pl'~(,~ lI\oy~mel\t dueing qle I?el'i?<1 co~el'ed, ,dceli,ning pl'i~es 
outweIghed t'lslIlg pl'lces, A rough md!('atJon of the (ht:(~ct.lOn of prlce 
changes, as clh;tinet :h'OIIl the Hmount 0.£ SU('\l chang(·s, .is fonnd in the 
!Iumbcr of ill('I'('as('s or dcel'cttsC'::; in t1l(' monthly Il\'eragc ('Iosiltg" p('ices 
of tl1(' 110llliltant futul'es, 'rable:25 Rhows the II 1I II ION' of ~UI~h changes 

,. ,H till' tlnlP till' ImRie !lulu \\'('1"(' olltaiupll O\'el' 7 y('ars hall el:'I)8(>(1 since 
th(' Inst !Iu.t(' to whit'h thl'Y tefl'rl'l'll. 'rhl' pro('I':<s 01' fnhulnting il/IU llnalyzing 
th" datil II'ns (IXII'('IlIP]Y trlll!'-PolI:<l1ll1lng-, ~n\1' :-;('('ontl 'Vorld \Va I: callSi'll a com
plN(' l'('S~1I lion of worl;: Oil lite' pl'nj('('t fol' SP\'Pl'lI! Y(':\ I'H, Extra lillie II!l(l ('iTort 
\\'('r(' r('f/ulred tu [Ii!'k up work wlth'1i IlIt<l 1)1'(111 :11)(11)(1011('<1 fol' sll('h It IOllg period, 
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FJGURE 3.-Monthly llvcrnge closing prices of the dominunt futures in wheat, 
corn, oats, uud rye, Chicago Bourc1 of Trade, 1924-32. 

in each third of the pet·iod studied. It ma\y be seen that, with the ex
ception of oat futures, price increases were more frequent than price 
decreases in the first 3 years. The midclle 3 years has a surprismgly 
even balance of increases and decreases. The last 3 years show a 
predominance of decreases. • 

The representativeness of the sample period in terms of price levels 
and movements is obviously of great impot"tlLnCe when attention is 
turned to the outcome of trading activities. In the discussion that 
follows a description of trading results will first be given in general 
terms. Later an attempt will be made to relate these results to price 
movements. 

TABLE 25.-N'ltmbel' o[ 'inm'eases a'ltd decreases in the monthly ave'rage 
closing price of the dominant {J1'Clin /utw'es, JmMla1"Y 192.4 to Decmn
bel'19.3f3, by 8-ye(l1' 1Jeriods 

Oats RyeWheat I Oorn I 
Number Xurnber Number Number 
with- with- with- with-

Period 

• 
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AN ANLYSIS OF SPECULATIVE TRADING IN GRAIN FUTURES 57 

PROFITS AND LOSSES BY CLASSES OF TRADERS 

The ovel'-all results of the futures operations of tmdel's in the 
sample are shown in table 26. The most striking feature of the table 
is the great IH'ep<lnc1erance of speculative trilders whose operations 
resulted in. losses, and the greut excess in amount of losses over profits. 
In wheat, loss traders were 2.7 times as numerous as profit traders, and 
their losses were 6.2 times the profits realized by the more fortunate 
speculators. Losses exceeded profits for all four gmins, but the COll

trast was most striking for wheat. The rt'l,tios were a8 follows: 
Trailers ill-

Wheat Corn Rve All 
grains 1Ratio of numbers of loss traders to profit 

traders _. _ • _. _ _ _ _·0 _ .. - .0- -- - - • - _. - . - -- 2.7 1. 6 1.7 1. 6 3. ° 
Ratio of net. losses incurred to profits realized_ 6.2 1. 9 6.2 2.8 5.8 

1 tiee note to table 26. 

The contrast between profits and losses was so clear-cut und con
sistent thnt it must be concluded that the. classes of speculative traders 
represented in the sample were on balance unsuccessful in their trading 
acti\'itics. For all grains thel'e ·were three times as many loss traders 
as profit tl'lldel's, and the net losses--not counting comnllssions-wer~ 
almost six times the net profits. The a \-emge loss per trader, amount
ing to $1,812, was almost twice the average profit-$945 per trader. 
In later sections the distribution of these profits and losses will be 
considel'ed, and an attempt will be made to discover their relation to 
trading patterns and the time tIie futl1l'es trading was done. 

TABLE 26.-General ?'CSllZtS oj f'utw'es trading 

Profi t traders Loss traders 

Type of trader and Aver I Aver
age agecommodity Total TotalI I 

xum- Numnet profit net loss
bcr \ ber perprofits per losses 

trader trader 
__________________ 1___1 ____1______:____ 

Speculators: Dollars Dollars Dollars Dollars 
WheaL_________ 2,045 1,508,407 738 5,4.96 9,411,620 1,712 
Corn ___________ 1,525 1,183,993 776 2,403 2,222,1302 925 
Oats ___ • ___ " __ _ 589 124, 038 211 997 772, 132 774 
Hye____________ 497, 293,042 590 816 825,Sa8 1,012 
Allgrain,;l._ •. __ 2,18-1 \2,0(H, 800 9·l5! 6,598 111,95S,200 1,812 

I===,.=========:..==,=====f"'-=== 
Hedgers: I

WheaL ____ .... 49 773,057 P5, 777 73 1, 253, 209 17, .1 67 
Corn. __ ._ •. -.- 3·l 235, 239 ; (i, 9 L9 27 59 7S9 2,2L4 
Oats ___ .. _. __ .• H 79,817 i 5,701 2a 45: 7!)9 1,9\H 
Hye ____ .... --.-- 1·1. 118, S3S : S,4SS I 13 259,520 19,903 
All graill'; I. _ •• __ 59; 970, 100 116,442 I SI! 1,380,000 17,037 

------_._...---=-----'-------~---"---------'----
1 The I, All ~raiLls" figures arc not equal to the tot.al:> of the figllres for the incli

vidual grains becam~e some lrad('fS lllad(' profits in one or more grains but lost on 
their futurt's tran;;actiolls in one or more of thl' oth('r grains. 
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PUOFl'fS Al~D LOSSES OF HEDGERS 

All examirlation of the data for trndet's in the sllmple classified ns 
hedgers leads to difrerent conclusions for the various grains, In 
wheat futul'es, for example, 73 hedgers sustained losses, while only 
49. had profits, This prcpondel'aneo of hedgers with losses is statis
t.ically significant. ]!'or the other gra.ins, howtwer, there is no sig
ni1icance in the difI'erences. between the Humber of profit traders Ilud 
the number of loss tra<lers,l1 
If !l grnin Ill('l'c:!umt Or Pl'o('essoI' follows the practice of hedging 

all his cash gl'llln ovcmtiol1s, his pllr('hmiL's nml sales of futures should 
bear 110 direct relation to expected changt's in iutlll'es prices,I2 An 
adequate sample of sllC'h traders therefore, would presllrnably con
tain approximately equul l1umb~rs of proHt and loss tntders, In 
the present in::;tanl'e only the hedgers in wheat futures fail to meet 
this test. '1'\\'0 po::;:;ihle explanatiolls of tho discrelmncy for whea.t 
futul'es Ina), uc comlidered: (1) Upswings !tlld downswings in pl'lces 
were not well enough balanced during the pedod co\'ered to give It 

represenlath'c ::;alllple or prit'l'situntions, and t~) the :futures opel'll
tions of traders classified u.s hedgers were not aU hedging tl'UIISH!;tiollS, 
uut included SOllle slleclliati \'e operations,

It is true that upswings aud downswings in wheat futures prices 
WN'o not equally l'Cpl'c8t'ntl,'d in thepedod covered, Prices at the 
end of the pel'iod were con:;iderably lo\\'cr than at the begiulling, and 
tho proportion or the sample period during which prices were dL'Clin
iug was greater than that in which price::; were rising, In declining 
markets, if hedging operations arc chielly long purchases, the losses 
of hedgers might be expected to exceed profits, . In the sample here 
cOllsiciered, howc\'(!l', hedgcrs werO predominantly. gmin merc1uUlts, 
for ·wholl1 the normal hedgcis the short sale, 'fhe importance of 
grain mCl'dulIIts u::; contnl:5red \rich processors is showll in. table 27, 
J n whcat. futurcs the sample containcd 71:i grain mcrchants as com
pared with ~H proce&:;ors, l<'lIl'thcl'nlOl't', the volume of tl'adin~ done 
by grain Illerchants was morc than twiee the. volume of whcnt futures 
trading by pro('e~s()rs, Th('. predominance of loss lmdcl's, therefore, 
canno!' be. explaill(ld ill tel'lIlS of prke 1110\'('l11ellts il1imi(';)l to prolits 
on the fulures opcl'utions of lhe majority of the hcd"C'l's, 

The second l)()s;ibility Ls that tl'adt'l's clussificti itS hc(fgers tlctlHLlly 
~ngagecl .in a ('oJlsiderabll' amount of spct'ulatioll, Homc gntin l11e1'
dllLlIts may carr)' Oil l1ol'mallll'dgillg opt'rntions .in certain situations, 
but in othel' sitllations th(,,, lila \' ::-Pl'l'uln(e by C'HI'lTilwill\'pntorips 
un.llCllgl'l1. 'l'lllb, tlH'Y wOllld Jll~dgc only wben the)' e;pcct adverse 
1'r1('C rnon'ntl'llts, 01' W]Wll (lIp), are 1IIH:l'rtai\l ns to the c1irpction of 
[H'jet's for ('ash gl'itill, 'Vhpn till'.'f art' ('onfit\('l1t that prices are going 
up the)' would not Illaln' Ill'dging salt's in J:utUl'es, As II consequence, 

11 'rl1l':;(, (,011{'lu:;iOf):; Ill'!' hll:;l'd on th(> hypot!wsis :liat till' probahility of SI1('('(>.';£ 
ill tralling fOJ: ht,t!;Wrs is 0,0, 'rile proiJabilities of n pl'oJ)ortlulI ol' loss (1':1(I<,'I'S 
ill (':.'Cl'\':;:; of profit trllllp['l'\ 1Ir:i JIlw'h 01' 11101'1' than tllnt silO\l'1I fot' wiwnt ant! (lats 
under tltis hYp()tltpsis are O,()W anti O,()S I, r(,'sp~'('ti\"(,')y, Tltl' (lI'()hahiliti('s f()1' 

thl' umlllwr of profit tra<)(I1's In flX\'('';:; or (o:;s 1'1':111('1';': in th~' PI'O!l\Jl'nonli shoWn 
for ('Ol'n nnd ryt' ar!' (l.1KI :tn!! O..J:!0. rt';:;pl'l'til'('iy, Thl' hY[lotitl'sis is S<'l'iOl1sly 
('hall!'Il~!'(1 only ill til!' ('H~!' of wlt('at futll['PS, 

11 'l'll('Y Illlty, hm\'('\,I'I', 1>\' 1'{'lllt PI! to !'\IlPl'lll lions o( ('Ita ugl'S ill (1i;:;('ol1nlS and 
fjr("JlJiulIls belw\'(,'n (':Ish gl~:tin :uIlI fl1turt~s, 
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TABLE 27.-N'ltmber and swmmary of operations of di)fc1'cnt type,,] of 
hedge1's in 'wheat futures . 

I 
~ 

Grain merchants 

Processors
• 

Item 
Sub-Terminal Country

terminal 

Number:Profit traders______________ 25 3 3 18
Loss traders_______________ 20 7 20 26 

TotaL_______ • _____ • ___ • 45 10 23 44 

Volume: 1,000 ~u. 1,000 bu. 1,000 ('1u. 1,000 bu.
Profit traders_________ .. __ . 21,434 590 69 10, 246 
Loss traders__ •________ ._._ 54,620 6,670 ' 2,326 23, 161 

TotaL ____ •• ____________ 76, 054 7, 260 2, 395 33,407 

Dol/ars Dollars Dollars Dollars
Outcollle:.Profits_____ . ___ • __________ 582, 196 6;525 4,082 ISO, 254

Losses____________________ 
756, 233 209,673 51,694 235,609 

• 
theil' futures operations al'e not independent of the expectations as to 

price movements. If the ~min dealer is successful in his predictions, 

his over-ull flltul:es opemtlOns should show a preponderance of vrofits. 

Loss balances Oil intermittent hedging operilitions would indIcate a 

tendency to misjudge future price movements. Furthermore, it is 

possible that some grain merchants, although systematically hedging 

their cash operations, may also luwe some futures transactions which 

are wholly speculative in character. If such trndes are classified liS 

hedges-as would be the Clise for such activities in this study-specu

lntive trading by grain merchants would be partially responsible for 

the outcome of tl'llding which is reported as nedging. Here again the 

predominance of losses does not speak well for the forecasting ability 

of the grain dealer in the futUres market. 
Of the two possibilities here considered, preponderantly adverse 

I.)I'ice movements and speCUlation by persons classified as hedgers, the 

latter seems to accord more closely with the facts. Apparently, the 

operations of those assumed to be hedgers in wheat futures included 

some speculative transactions. Since a similar problem does not arise 

with reped to hed~ers in the othet, grains, it seems desirable to retain 

the division of traders in the two major classes, i. e., hedgers and spec
It should be borne in mind, however, that this distinctionulators.

is; of doubtful vali~lity with respect to wheat futures operations. 

SIZE DISTRIBUTION OF PROFITS AND LOSSES 

The distribution of individual traders according to the size of their 

profits or losses is shown in tables 28 and 20, the former for speculative 

trudel'S, the latter for hedgers. The smallest size group is for traders 

843297-49-:> 
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having profits or losses of less than $100, and the largest is for those 
having profits or losses of $300,000 or more. The only trader whose 
activities resulted in profits in excess of $300,000 wus Truder 7732. 
His operations have already been discussed. Trader 7830 was one of 
the two traders in the sample wh) had losses in excess of $300,000. 

TABLE 28.-F,,·e!luency di8tribution oj speculative traders, by amount 
oj profit 01' loss, and by grain 

N'umber of traders 

Wheat Corn OatsAmonnt (1,000 dollars) Rye All grains I 

til til til In til In.... <V .... fIl til In~ <V <V ...> ....<::: In <::: til <::: '" <V <V 
0 0 til 

In <::: In It:: In... '" 0 ... 0 0... In 0 III () en0 ... 0 ... 0~ - ,H ~ H p.., ..... ~ H ~ H 

0-0.09______ •• __ • ___ • 805 970 679 640 347 2770.10-0.19______ • __ • __ 238 195 856 1,080325 7280.20-0.29___________ ._ 239 396 102 154 67 130 331 849180 490 133 2570.30-0.39________ • ___ • 27 108 57 91 19'1 508127 379 88 1990.40-0.49______________ 35 71 27 59 126 48175 351 06 131 18 690.50-0.59_______ •______ 19 52 87 40378 241 46 97 1:? 49 10 310.60-0.09____________ 84 296~? 13 33 10 29 60{~ 217 25 810.70-0.79____ • _ • ___ . _ . 26733 165 20 63 80.80-0.89. _______ •. __ 27 11 31 28 22·l33 159 22 55 2 23 40.90-0.9_9______ . _____ 19 42 18228 122 241-1.9. ___ •• __ "_______ 59 6 15 4 22 27 158134 726 97 224 142-2.9_______ •________ 91 23 72 108 91255 331 30 57 2 283-3.9__ •.• 11 37 G1 3854-4.9_______________ -... ----_ ... _- 32 157 18 42 ---- 21 5 21 33 20017 102 10 265-5.9___ . ___ ._. ______ 1 9 I 5 24 1367 67 6 14 16-0.9____ ..• __ •______. 8 2 5 11 93
7-7.9________________ 9 49 3 17 1 1 1 3 6 U38 ____8 42 38-8.9___ •• ___ • ____ . __ - 1 5 13 479-9.9________________ 1 20 3 11 • __ • 2. ___ 2 33 ____ 

--~ 

4010-19________________ 28 1 3 2 1 4 32
20-29_____ •__________ 11 94 9 12 ---- 5 2 1 14 1093 ___ .30-39________________ 3 32 1 2 1 23 ____ 8 394 6 140-49_______________ . 3 _____ 1 2 12 ____ ---- 1150-59________________ ---- 3 _____ 2 ____ 1 ---,- ---- ----- 860-69________________ 11 ___ ._ 1 ____ I 570-79________________ 1 -----_____ ---- ---- ---- I 280-89________________ ----
90-99________________ --- ... - ----- ----1 _____ ----- ---- ---- ---- ---- ----- ----
100--199______________ ---- 4 _____ ----- ---- ---- ---- ---- ----- 11 _____200-299______________ ----- ----- ---- ---- --1 _____ ... 2 
300 and over_- _______ 1 _____ ----- ---- ---- ---- ---- ----- :3 

----- 1 ---- ---- --- ... ---- I 2 
TotaL _________ ------1--·--------1-

2, 04515, 49611, 52512, 403/ 589 997 497 816i2, 184 6,598 

I The figures in the"All grains" column were derived from the comhined out
come of trading in all grains. Since many traders had transactions in more than one 
grain, the"All grains" figures are not the sums or figures for the individual grains. 
.For example, a trader with profits qf $60 in wheat and $60 in corn would appear 
in the smallest size class under each grain, but for all grains his combined profits 
of $120 would place him in the second size class. A trader with a profit of $150 in 
wheat and a loss of $500 in corn would ap,pear in one size class in wheat, another 
in corn, and in stH! a third size class in I All grains." 
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'l'ABLE 29.-F1·equenoy distribution of heclge'l's, by amount of p1'ofit or 
loss, ancl by grain 

Number of hedgers 

Amount (1,000 dollars) 
Wheat Corn Oats Rye All 

grains I 

~ I~ I~ I~ I~ I 
~ H ~ H ~ H ~ H ~ H 

O-O.O\L ~- - -- ___-.-.-.-__-_-.-__-_-_-.!-8- --4-~l-; -3---3-==-1---8---7 

0,10-0.19_._________________ 3 ·1 4. -1 ____ 2 1 2 3
0.20-0.29. _____ .____________ 3 2 ____ .___ ____ 2 2 ____ 3 3 
0.30-0.39___________________ 1 2 2 2 1 1 1 1 
0.'10-0.49___________________ ____ ____ 3 1 2. ____ 1 ____ 1 1 
0.50-0.59___________________1____ 1 1 1 2 1 ____ ____ ____ 2 
0.tiO-O.69___________________ ' 1 2 1 ____ ____ ____ ____ 3 1 
O.70-0.7\L___ - _______ ._-_--- 2 2 2 1 ___ • ____ ____ ____.1 1 
0.80-0.S9___________________ ____ 1 1 1 2 1 ____ 3 
0.90-0.90___________________ ____ 1 1 1 ____ ____ ____ ____ 1 1. 
1-1.9_______ - _________ -____ S 11 5 3 1 7 2 2 7 12 
2-2.9______________________ 2 9 1 1 1 3 2 4. 9
3--3.!L ____ • __________ .__ __ 4 3 1 2 1 1 4 2 
4-4.9 ____ .-----------------, 3 4 2 1 1 ---- ____ ____ 4 4
5-5.9 ____ • _____ . ___________1 1 5 2 1____ 1 1 1 3 7 
6-6.!L ___ ._________________ 1 2 1. 1 t---- ____ ____ ____ 1 3 
7-7.9 __ -- __ .. ___ ..... _____ .1____ 2 1 __ --!----'- _______1____ 1 1 

ow8-S.9 ________ •• _____ _0. ---- -.-- ---- 1 1____1 2 ----'---- ---- ----
9-9.!L_,- ________________ 1- ---;-f--?-'-- -'.---- ---- ---- ---- ---- ----lQ-UL. _________ - ______ .. _ 2 6 ~ II! ·1 ____ ____ 1 2 7 
20-21l. ________ ' ______ '""__ ____ 2 ____ '" ___ : 1 ____ ____ ____ ____ 3 

30-31l______________ ._. '---f 2 1 ----1--------- -------- ---- 2 1
40-41l ______ ..... __ ._. __ •• __ 4 ____ i 1----1---- ___ .I 1 ~___ 3 ___ _ 
50-50.___ .... ______ ",_____ ____ 1 1 l---)'--- -__ J 1 ____ 1 2 
60-fi9________ __________ •• [____ 1 1 ,----l,---t---- ____ 1 ____ 1 

70-71l____ ... --.--_.------j ---- ----'----t----I---- ---- .--- ---- ---80-81l___ ._ ..... ____ 11 2 ____ . ___ .. _______________ 1 1WOo. 

00-99______ - ____ . ____ • _-_,____ - ___ ----,----I----L--- ____ ____ ____ 1 
100-199____________________ j____ , 5 ____ i ____ .........ml' 2 3 

200-291l____________________ . 1 1__ -- ____1____ ,________ ,____ ____ 1 1I1--------·--__ ----__ 

TOLaL.-_·-----------l ,19 173134127 f 14 23 14 13 59 81 

I See footnote, table 28. 

The most striking feature of table 281 which presents the data for 
speCUlators, is that the great majority of traders had relatively smaH 
profits or losses. The column "All grains" shows a total of 2,18,1 profit 
traders. Of this number, 856, or i30 percent, had profits of less than 
$100 each, and 1,8;)5, or 84 percent, had profits of less than $1,000 each. 
Although the a\'erage loss was considerably la~'ger than the average 
profit, there were 1,080 loss traders, Or lG percent of tIle total loss 
traders, whose losses were less than $100 eacll, ancl4,508, or 68 percent, 
with losses of less than $1,000 each. It is apparent that lL very large 
pel't~entage of ttaders in the samplo operated on a smaU scale, anel also 
that many of tlH'IH discontinued trading before either large profits or 
losses had been accumulated. 
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TRADJNG RESULTS AND OCCUPATION 

It is of interl'st to discovet, whethet' there is any relation between 
trtLdel's' occupations and results of trading, Are traders in some occu
pations notably successful, and those in. other occupations unsuccess
ful? E"idonco on this point for tho various graiJls is found in table 
30, whkh shows by major occupational groups tho number of specu
lative traders making profits and the number suffering losses, In 
figures 4, 5, 6, 7, and S, the number of profit traders is plotted against 
the number of loss traders in each occupational group, the (htta being 
presentrd for each gmin and for all grains combined. On these charts 
the broken IiIll'S r('pr('sent ('qual numbers of profit and loss traders, 
The lowet' sloping lines repl'es('nt the relation between the nnmbet, of 
profit lind of loss t radel'S in the particular gl'ain fOt, the speculative 
group as II whole, 
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l·'tGmuJ 4,-WIJl'lIt futures: Distl'ilJUtion or t I'll deI'S with IJl'lltits alld with losses, 
IJ,\' major occupational groups, 

~rhe lirst point that 5ta nels out /'rom the data presented in tab1e 30 
and the chal'ts is that in no majol' occupational group were thrre 
as many profit traders as loss tmders, In terms of the number of 
tl'IH1('I'S making pl'ofits or losses thcre was no occupation that was able 
to break e\'(,11, Even mOI'('. stl'iking is the sUI'lH'ising uniiOl'mity in the 
pro»Ol'tiOIl of profits and lossl's among the various occupational groups 
in each grain, and ill all gnlills l'ombillN1. There is one interesting 
difrel'enc'p lll'twl'l'll wheat and Ihr ot.her ~l'ajlls. 'rWl;nty-sevcn out of 
P\Y('l'y 100 t radel'S in wllPat flltiu'rs mad(' profits, III COl'll flll:lIl'l'S, how
(,\'('t', th(> profit tradel's \\'el'(1 38,S pel'{'('1lt of thl' total, in oats, :37,1 pel'
cent. und in J'j'l', :H,n Pl'I'C'('Ilt. '\'1)('1It Sel'IlIS definitely I('::;s profitable
than th(' other three gmins, bllt among the latter there seelllS to be little 
difference in the pl'osprcts of slIcc('ssf1l1 trading resu lts, For all grains 
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• 
combined, 24.9 percent of the traders, 01' only one in four, made a 
profit. It appears that whell trading in all grains is taken into consid
~rutionl the combination of profits in one grain with losses in another 
~'esulted in net losses more frequently than in net profits, 
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For all grains combined only t1lOse persons whose occupations were 

"unknown" showed a significantly higher than avemge proportion of 

traders with profits. This group was not unusually successful, how- • 

ever, in corn and rye futures. Farmers seemed to be somewhat less 
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'l'.lliLE 30.-N1.IImoer of speculative t1'ader.s wUh profits and with Zosses, 
and pet'cent with pt'ofits, by g1'ain and major oocupationaZ group 

----------------------~--------------~------~------
'l'raders with- Perceutllge

Commodity aud OCCUPlltiOUIl! '!'otlll with 

group profits


Pl'ofits Losses 

WIIEA'!' 

Business managers: Number N1tmber Number Percellt 

Grain business_____________ 83 189 272 30.5 

Other____________________ 702 1,993 2,695 26.0 


ProfessionaL_________________ 179 498 677 26.4 

Semiprofessiou lll _______________ 27 64 91 29.7 

ClericaL_________ "_---------- 130 349 479 27.1 

Farmers______________________ 200 697 897 22.3 

M!\null! workers.______________ 214 621 835 25.6 

Retired_______________________ 240 576 816 29.4

Unknown_____ -_______________ 270 509 779 34.7 


1--------·1---------1--------1-------
rrotlll.-------------------- 2,045 5,496 7,541 27.1 


1======:I=======i======I===~ 
COliN 

Business mnnllgers: 
Gmin bUBine;;~__ • ____ ._____ 76 96 172 44. 2 

Other ___________ 577 806 1,383 41. 7 
M ___ ... __ 

ProfessionaL__________________ 133 221 354 37.6 

SemiprofessionaL. _______ ... ___ 16 20 36 44.4 

ClericaL. _______ ._.__________ 76 159 235 32.3 

Farmers ________ ..• __ :_________ 151 261 412 36.7 

Mannal work('l's_ ... ___________ 163 289 452 36.1 

Retired_______ ... __ .____ _____ 189 280 469 40.3 

Unknown ____________________1 144 271 41,') 34. '{ 


,--------1--------·1--------·1--------

Total.__________________ 1,525 2,403 3,928 38.8 


OATS 

Business manaC;ers: 29.9Grain bllsinns:;.----_ •• _-._- 23 54 77 

597 37.4Other____ - _. _- - .. -.. _- - - - -- 223 374 


N 119 37. 8
processionaL__ - ___ .... - .. -- .. - ---- 45 
7 7 14 50.0
SQmiprofossion!l.\. ___ .. -< -- .... -- --  42. ECloricIlL________ -- -.------. 37 50 87 


Farmers. ______ ._ ... _ .. -- - --- -- .. 57 
 1112 169 33.7 

108 161 32.9
l\Ianual workers. __ ' _.• - -- --- .. 53 

III 180 38.3
Retired___ .. _ .. - - ...... - .......... - .... - .. G!l 


75 107 182 41. 2 
Unknown _____ ..... ---._.-- ----. 

997 I, 586 37.1
TotnL____- ___ ------- --- 589
1=======1=========1=========1======= 

RYE 

Business managers: 
22 37 59 37.3
Grain businQ~~,"___ " ...... -- 

,504 39.9Other ____ .. _.... _... - - - _. - - -- 201 303 

78 114 31. 6 
ProCessional.______ • --- .. - -- -- -, 36 


SemiprofessiOllal. •. __ -- - _•• --i 2 12 14 14.3 

82 40.2ClericaL ___ ._ .. -- .. -._._ •.. --- ..... - 33 49 


137 31. 4 

Manual workers _____________ .1 52 88 140 37.1

Farmers_______ ........ _.--- -- 43 9'1 
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TABLE 30.-Number oj speculative traders with profits and with losses,
and percent with profits, by grain and major occupational group
Continued •Traders with-Commodity and Percentage. occupational Total withgroup 
Profits Losses profits 

RYE-COn tin ued 
Number NumberRetired_______________________ Number Percent

Unknown_____________________ 62 79 141 44. °
46 76 122 37.7

TotaL__________________ 
 497 816 1,313 37.9 

ALL GRAINS ..
Business

Grain
managers:

busine..~. ___________Other ____________________ 92 224 316 29.1

ProfessionaL__________________ 748 2,339 3,087 24.2

SemiprofussionaL______________ 185 583 768 24. 1

ClericaL______________________ 23 79 102 22.5

Farmers______________________ 121 433 554 21. 8


218 810 fl. 2
lHanual workers ____________ .:. __ 1,028
Retired _______________________ 212 736 948 22.4

UnknoWIl _____________________ 254 700 954 26. 6


331 694 1,025 32.3
TotaL _________________ 2, 184 6, 598 8,782 24.9 

•successful than other persons in their futures market operations. Thiswas especially true in wheat and rye futures. The only group containing a consistently higher than average proportion of profit traders
in every grain was that consisting of retired persons. It may be con
cluded that the chances for success in the futUres market were not very
much greater for members of one occupation than for members of
another, but the chances in all occupations were significantly lower in
wheat futUres than in any other grain.

TIle investigation to this point has been in terms of the number of
traders making profits or losses. It may be, however, that there were
certain occupational groups which did not differ significantly from
others in terms of the proportion of successful traders, but in whichthe scale of trading by those who did make profits differed so greatlyfrom the scale of operations of loss traders that the total trading ofthe occupational group was exceptionally profitable or unprofitable.Evidence on this point is presented in table 31, which gives the totalprofits and total 10ss8s of traders in each of the major occupationalgroups, for each grain and for all grains combined. The data in table31 are also presented in graphic form in figures 9, 10, 11, 12, and 13.1'he most important point demonstrated by table 31 and tIle accompauying c1un-ts is that losses exceeded profits in every occupationalgroup. No consistent pattern among the various occupational groups • 
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FIOURE O.-Wheat futures: Profits and losses, by major occupational groups. 

• 
is apparent for the individual grains. For all grains the ratios of 
profits to losses ranged from a Jow of 0.11 for semiprofessional per
sons to a high of 0.28 for proprietors and managers in the grain busi
ness. Over-I111, persons in the grain tl'l1de were more successful in 
s~culative trading than speculators in other occupations, but even 
for them losses were almost four times profits. The other group which 
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FIGURE 10.-Corn futures : Profits aud losses, by major occupational groups. 
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l!"'!OURE ll.-Out futures: Profits and losses, by major occupational groups. 

might be expected to hnve direct and intimate knowledge of gl'ain is 
that composed of farmers, but as a group they were among the less 
successful traders. Neither special knowledge of the commodity 
traded, nor lack of such knowledge, seemed to have much effect on • 
the outcome of futures trading during the period studied. 
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F'IOUllE 13.-All grain futUl"es: Profits and losses, by major occupational groups. 

It has been pointed out, in comparing the number of profit traders 
with the total number of traders, that the proportion for wheat was 
much lower than for the other grains. This difference is not so dear 
when the total amollnt of profits is contrasted with the total amount 
of losses. The ratio of total speculative profits to losses was 0.16 
for wheat and the same ratio also held for oats. The corresponding 
ratios were 0.35 for rye and 0.53 for corn. It is possible that these 
variations are largely due to differences in the price movements of 
the respective grains, but it has not been feasible to explore this 
possibility. 

TRADING RESULTS AND SCALE OF TRADING 

In discussions of the outcome of futures trading, reference is fre
quently made to the relative success of large and small traders. It 
is widely believed that speculntive markets are dominated by large
scale traders, and that the small traders' prospects of sllccess are rela
tively slight. An attempt has been made in this study to check the 
validity of these general impressions by examining the relation be
tween profits and losses and the scale of trading, as measured by the 
average posi tion in grain futures. 

The average position for each trader is a weighted average of his 
positions in each cycle, long 01' short. Consequently it is an aVHrage 
of the positions held in individual futures, anel does not add together 
positions held simultaneously in different futures. It will be re
called that large traders like 7830 and 7732 generally have positions 
in two or more futures at the same time. In such cases the total 
"lin~" is the sum of the positions on the same side of the market. 
The ,'tvera~e position flg:m:£' used in this study is not the average of 
such lines, but is the average position held in the individual future~ 
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--I TABLE 31.-Aggregate pro.fits and losses oj speculators and ratio oj profits to losses, by grain a.rul occupational group o 
All grains Wheat Corn 

~ Occupational group 

Profits l~osses Ratio Profits J~osses Ratio Profits Losses Hatio[ ~ 
- . ~ Business munugers: Dol/ars I Dol/ars Dollars Dollars Dol/ars Dollars 

Grain business .• "" •• _" . __ .. "._ 210, 200 743, 600 0.28 219,665 587, 135 0.37 ()7,959 169,668 0.40 tD
Other__ • _____ ., _________ .- ___ Cl866,100 5,466,600 .16 469, 786 4,323,944 .11 651,926 894, 542 .73 

Jlrofcssioual __ -.-- •• _-- -- _--- _-'- 190,200 1,094,700 · 17 gO, 425 836,440 .17 78,694 219, 192 .36 E: 
Semiprofessional. __ • _. _" _•• ___ • 6, 500 61, 300 .11 4,711 53, 972 .09 2,964 9,505 .31 l".l 
ClcricaL __ ••• _ • _., ___ .. ___ . ___ • _., . 44, 100 277, 800 · 16 45,421 214, 101 .21 17,810 74, 849 .24
Farmers ____ • __ '" _" __ w_' _ •• __ .. 180,500 1,372,100 · 13 187, 886 1, J62, 210 · 16 63,232 204, 164 .31 ~ 
Manual workers ___ • ____________ • ....97, 400 I 460, 900 .21 64,714 382,299 · 17 66, J88 92,455 .72 

QRetired ___ "__ """ _., ____ Woo. _ •• _.Uuknowu _______________________ 241,300 1,566,800 · 15 205, 151 1,203,813\ .17 I20,M9 351,317 I .34 Q

228,500 914,400 .25 170,648 647, 706 .26 115, 161 206,910 .56 .... 
All spcculators.____ . ______ ., 2, 064, 800 !II, 958, 200 I · ] 7 1,508, 407j9, 411, 620 I · 1611, 183,993 2,222, 602 1 .53 fl 

rn 
Oats Rye I=' 

Occuputional grouJl l".l 

Profits Losses Ratio Profits Losses Hatio ~ 
Business managers: Dollars Dollars Dollars Dollars ~ Grain business _____ • __________________ • _____ ._.

Other_______________________________________ •. 12,273 39,885 0.31 12,918 56, 756 O. 23 

I 
>51, 512 365,990 .14 93,095 362,868 .26 oProfessionaL_________________ .. _____ • _. __ • ____ •.•• ., II, ,520 65,115 .18 58,534. 92, 306 .63SemiprofessionaL____ '" • ______ • ___________ ._ •• __ ._. 2,843 4,068 .70 383 4,366 .09ClericaL ___ • ______ • ___________________ •• ___ • __ . __ . 2,933 15,075 .19 3,669 15,556 .24

Farmers___________ ____ _______ __ ._ __ow. _. • • ._. _". ". 9,824 72,611 .14 14,370 58,234 .25l\Ianual workers ____ • ______ • ___ . ____ woo •• _. _________ 5,528 31, 969 .17 13,476 34,470 .39Retired _________________ • ____ • ________________ • ___ :=13, 187 108, 195 .12 67, 131 88,341 .76UnknOwll____________________ . __ • __________________ l".l
14,418 69,224 .21 29,466 112,941 .. 26 

AU speculators______________________ ~ ________ 124,038 772,132 .16 293,042 I 825,838 I .35 
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eOlllpl'lHing til(' lille. "rlll'thcl' the position was long or short was 
ignol'NI ill tlll'sC cIllcu latiolls. Consequently I,he average position of 
n'tradpl' who had bought 10,000 bushels ill Oil,;. fulure and sold 10,000 
bushels ill tllluthel', would be 10,000 bushels, although he might de
scribe his position in the market as "even." 

lk,<:ausc of the units in which futures lrtlding ,is carried on there 
is a tendeney for a,'cmge-position figures to duster around certain 
ntlues. The position assigne(l an in-and-out cycle was zero. Oonse
quently trudel'S who opel'llted exclusively in in-lll1d-out cycles had 
average positions of zel·O. Thel'e were enough of these to justify a 
separate category. Job-lot traders who bought and sold only 1,000 
bushels in any cycle would have a,'el'llge positions of 11000 bushels. 
They also constitute 1\ spN~ial group. A llumbet· of traders had av
erage positions of ('xactly 5,000 bushels-representing It cycle in which 
one round lot was bought lind sold, and there waS al:5o It consider
able (Tl'OUP with I\vemge positions of exactly 10,000 bushels. The 
c1assificatioll adopted foL' average positions established separate classes 
for each of the abo,'e groups. Additional dns!ws consistt,a of traders 
whose average positiolls fell within certain ranges. The distribution 
of tl'llc1et·s in these size. e1ass~'s for each grain, and the total profits 
ancllosses of tmtl('L's in ('ach class, tu'C shown in table 32. 

T.\Bf,E 32.-N1tmbel· oj spec!llatit(, tradel's aneZ aggregate l)l'ofits and 
l08ses, by gl'ain (llulsize of (l'Vel'(lge position 

---~ 

Profits I..osses 

Commodity Ilnd Ilverage position 

(1,000 bu.) I Total
ToLnl

Trudel's I Tradersnmount nmount 

I 
WHEAT 

DollarsNllmber Doliars NumberI
0.0 ______ - 123 8, 782 56 3,860.----- ... ---- ... ,. ... 1.0____ 

~ 287 17, 184. 724 97, 743 - -.. -- .,. - .. - - ... 
2, 261 1,572,1031.1-'1.9_. ____ .. _... -. -..... - -- {j85 266,215 

5.0______ 
' 

81,047 737 404,421........ - .. ~, .... --"" .. - -- 340 

5.1-9.9 ____ --_ ... - ~., " .., ... ..... 326 327, 166 897 1,766,462-10.0____ 

~ 

73 36, 503 163 188, 295 - . -- - - . - -. 
..,. _.. - 161 429,205 492 2,423.35810.1-2·l.(l__ •.. ...... -~-~~- 1,258, 16425.0-49.9 ____ . -- ... - ..... '" .,. ... _... - 38 223,950 120 

67,272 36 {i<i4,926 
---~,~50.0-99.8 __ - •. - ••. - .- 7 

99.9nnd ovcr_______________ 5 51,083 10 1,052,288-
TotnL____ . ... _... "" -- 2,045 1,508,407 5,496 9,411,620 

CORN 

0.0_______ III 12, 701 37 1,999 
- --- --- .... -' ..,. - --

1 7,646 314 25,1411.0___ . _ ...... _...... -- ... """ .. . '" - --" 

~ 

187 
1.1-4.9_____ .. ... ~ _.... 492; 117,062 879 320, 366 .... ~,... ........ -"' .. 


446 165,483.. v ...... ____5.0___ . ,. _, . .. ....... _ ... 2H21 58, (;17 

5.1-9.9 ___ .• ........ - ~ ....... .- 211 . 205, 5H 389 530,306 

10,0____ .. 82 i 33, 262 85 58, 188 
10.1-2·1.9____ _.,_ ----I 115 I 281, lOG 187 479, 303 
25.0-49.9. __ . -- . ~ .. .. " ..... 2-l ! 76, 777 39 239,422 

21 143, 737 50.0-99.8 ____ 6 12,686-.... "" - 1 i
99,9 nnd 0\'('1'_______ ... .. - 5 378,595 6 258, 657 

~ ~'. 
TolaL___ , . I, 525 \1, 183,993 I 2, 403 I2, 222, 602 
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TABLE 32.-Numbe'i" 'of Ispeculatit'e [traders and' aggregat6 pr(ttits and 
losses, by grain'and size of average position-Continued 

I
Profits 	 Losses •

Commodity and aYcrage position 
(1,000 bu.) 

OATS 

0.0___________________________ 
1.0___________________________ 
1.1-4,9_____ •________________ • 
5.0________________________ .- 
5.1-9.9_______________________
10.0____________________ - _____ 
10.1-24.9_____________________ 
25.0-49.9____ ._. ___________ ._. 
50.0-99.8 ________________ .. _." 
99.9 and ovcr______ •. ______ .. __ 

TotaL_. ________________ 

UYE 

0.0___ . _____________________ -_ 

1.0__________________ . ______ -_ 

1.1-4.9______ • ________________

5.0_________________ .-- _______ 
5.1-9.9___________________ . ___
10.0__________________________ 
10.1-24.9 _____________________
25.0-49.9 _____________________ 
50.0-99.8__________________ • _. 
99.9 and ovcr _______________ .. __ 

TotaL____________ • _____ 

Total 	 TotalTraders 	 Tradcrsamount amount 

N1t1llber Dollars 	 Number Dollarll 
22 1, 177 16 1,147 
M 1,016 60 2,934

136 11, 137 229 47,038
183 21,480 251 67,972 
80 27,683 184 131, 188 
42 8,040 81 54,598 
57 34,089 124 203,229 
11 11,587 34 95,093 
4 7,829 12 73, 297 

-------_ ...... ----- ... ---- 6 95,636 

589 124,038 	 997 772, 132 

19 987 17 1,553 
71 2, 790 140 15,114 

124 29,824. 225 96,233 
133 25,827 190 91, 726 

70 36,411 117 143,891 
30 10,284 40 29,553 
41 103, 587 68 186, 667 
5 41, 949 11 39,052 • 
4 41,383 	 7 112,077 

1 109,972- ... -------- ---------
497 293,042 	 816 825,838 

Examination of this table will reveal only one class of positions in 
which the number of profit traders consistently exceeds the number 
of traders with losses, and in which profits are generally greater than 
losses. 'l'his is the size class with an average position of 0.0. This 
group consists exclusively of traders who never carried a position 
overnight. The trrtding of the members of this group was made up 
entirely of in-and-out cycles. For the four grains the results for 
in-and-out speculators were as follows: •. 

~cat_______________________ _ 

COfn_________________________ _ 

Oats _________________________ _ 

Rye_____ -_--- ______________ • __ 


iTl-and-aut trader. 

Profittrad... 
~Vumb.r 

Lw.trader. 
~Vum/J(r 

Profit. 
Dollar, 

La".,
Dalla.. 

123 
HI 
22 
19 

56 
37 
16 
17 

8,782 
12, 701 
1,177 

987 

3, 860 
1,999
1,147 
1,553 

• 
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• 
These results are in decided contrast to the outcome for other aver

age-position groups. In all the other cat.egories loss traders consist

ently exceed profit traders in numbers, and the amount of losses greatly 

exceeds profits. It should be noted, however, that the average profit 

pel' trader of the zero position traders is not large. It amounted to $70 

111 wheat and $114 in corn. Some special circumstance must have been 

present to explain the generally favorable outcome of in-and-out trad

ing in contrast to the predominance of losses by traders in other groups. 

The most likely hypothesis is that the in-and-out traders were mostly 

purchasers of privileges who had them made good at a profit. PrivI

lege trading was described in the discussion of the activities of Tl'!\det' 

7830. Direct evidence on privilege trading by customers in the sample 

is not available, but the fact tllRt privilege trading was not permitted 

in the sample pedod prior to Jalltl[l1'y 13, 1926, suggests that an anal

ysis of the tradillO' activities of zero-position traders before and after 

that date may inaicate whether privilege tl'ading contributed to the
This analysis willexceptional results which such traders achieved. 

be limited to traders in wheat futures. 
The great majority of zero-position tmders in wheat futures traded 

There were 13S of these traders in wheat futures,in one cycle only.
94 of whom made profits while 44 sustained losses. Before privilege 

trading was permitted profit and loss traders were approximately the 

same in number. After privilege trading was resumed the number of 

these tl'llders making profits was three times the number of loss traders. 

• 
A direct comparison of the results of such traders' activities before and 

after January 13, 192u, is shown below: 
Zero-po.itioll wh<a/ tradeTl with 01l~ tude 07llu 

Profit tradtr, La,. trad<r, Total
Period:

Before Jan. 13,1926 ___ _ 16 18 34 

After Jan_ 13,1926 ____ _ 78 26 104 

94 44 138
'l'otaL ___ .. • ___________ • _______ • 

Another comparison relates the results of trading by zero-position 

traders in wbeat futl1l'cS to the clute January 13, 1926. In the com

parison below a distinction is drawn between traders whose first trades 

were mude before privilege trading was resumed, and those whose first 

trades were made thereai'ter: 
All zero-llosltioll wheat trader. 

Profit Irarirrs Los. lradtr. 7'olal
First trade before Jan. 13, 1926, and-

Last trade before Jan 13, 1926______________ _ 18 24 42 
L&st trade after Jan, 13, 1926_______________ _ 1 3 4. 

First trade after Jan. 13, 1926___________________ _ 104 29 133 

123 56 179 

• 

Tota1___________________________________ 

It may be seen from the aboye data that IS out of the 42 traders, 

or 43 percent, who confined their activit.ies to the period prior to 

January 13, 192(i, made profits, whereas 10·.1: out of 133, or 'is percent, 

of those trading only after that clate ·wet'e successfu1. These results 

support the hypothesis that privHege trading contributed to the un

ltSllUI proportion of profits for the in-and-out traders. 
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It should be remembered in this connection that the hypothesis with 
respect to privilege tmdinginvol\'ed the assumption that these tl'llders 
had purchased pl'ivileges which they required the seller to make good . 
If the assumptIOn is correct the fi~ures given for profits ure un over
::;tatement. Not oIlly are commiSSIOns and the cost of the privileges • 
not considered, but many of these traders undoubtedly bought fH 'ivi
leges which Wl'l'e not made /?ood. The cost of these privileges s lOuld 
also be suutl'neted from thClr profits to determine the net outcome of 
their trading. 

The Illllnbers of persons with profits and with losses in whent futures 
lH'e shown in fi!!llre H. In lldc1ition to the zero-position traders 
all'endy disl'ussccf, the groups with lwernge positions of exactly 5,000 •
uuslH'ls, 1,000 bushels, !lnd 10,000 bushels had a higher-than-a\'erage 

proportion of profituble tl'adel·s. All the other size classes had re111
tin'ly fewer t:lllLn the Il\'erage PI'opol'tioll of successful traders. The 

most populous group comiisted of persons with avern/?e positions of 

:f1'0III 1,000 to 5,000 bushels. This group contained distmct.1y less than 

the a \'cragepl'opol·tion of traders with profits. 


PROFIT 


TRADERS r---.---r-~--'r---'---'--~--''---,----,-_;-r_--, 

INUMBERI I '/j Ii' '}~8ER OF i AIo/ '
1,' 

pRom 
I i I LOSS TRAD[RS IN SAt.lPLt 

700 ",. -,,~--·t··, .'-'-/--'t----~, -.- : __'\ ,____+_.. ~.;;--
tQU4L NUUStR or PROF''' t, I h4 9-


ANO LOSS 'RAOERSj -4 1 


'\,' I ;600 ".______ "",_,'_"______ "._,_ .• ' _ .. , •._ 

f ~I : i 
i / " 

500 •. -> --17-- ·'-1----;- ; •
" ,

400 r"-'''' "',1-1-- - --;--,._"....... t----- ---.. ,,_ .. ____ 


~oo "--..~/~·~I 
I 

__..I.. 
to. 

....._._: ____ :~ __._._. 
/ ~ : I, I 

200 -"-/~--!.'- -----L----t---.--l---__I-____-l 
I I 1 , 

/ .jo 1·24 9 f I (AVERAGE POSITION 

o 0 'N THOUSAND 8USMELSI 

j/"~~~ER 
lL

I I 100 II 
o 1~~~:~~;499 1 I II 

400 800 \200 1,600 2.000 2:400
LOSS TRADERS (NUMBERI 

l<'IOt'l!f; H,-Wlwnt .futures: Distribution of trudel'S with profits and witb losses, 
by size of uYel'age position. 

Figures 15, Hi, and 11 pres('nt, comparisons in number of profit and 
loss traders in corn, oats, and rye, respectively. Although the 1,000
to-5,000 size class gencl'lll1y has an undue proportion of loss traders, 
other small trader groups, su('h as those whose average positions aver
aged eXilctly 1,000 'and 5,000 bushels, do not fare badly. There is no 
evidcnc(l that the lal'g('st size. classes include a }ligher proportion of 
su('cessf111 tl'lH1c'I's (hun the gl'OUpS with smaUel' average positions. 

• 
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l!'lQUm; 17.-nyc futures.: Dlst)'lbution of traders with pl'ofits and with losses, 
by slzc of u vcrnge position. 

When the relation between total profits and total losses is used as 
the basis for comparison, the picture is somewhat changed. Figures 
18, 1~, 20, and 21 show the total profits and total'losses of traders in 
the different size classes for the four grains. Comparing the various 
size groups (other than the zero-position class) on all four figures, it 
will be found that the group with a,verage positions between 10,000 
and 25,000 bushels had It higher-than-average proportion of profits to 
losses for each grain. No other size group has a simihtrry consistent 
record. 'The variations in total profits and losses of the "Over 100,000 
bushels" average position class are not significant, since this size class 
contained so few traders. Trader 7132, for example, is largely re
sponsible :for Lhe high ratio of profits to losses of this size class for 
corn futm:cs. His large profits also l)ull the line of average rela
tionship up above the relation which is characteristic of most of the 
size classes. In a similar fashion the losses of Trader 7830 are largely 
responsible for the low ratio of profits to losses of the largest size class 
in wheat futures. 

The evidence available here with respect to the relation between scale 
of trading !tlld trading results is that small and large traders alike 
were generally unsuccessful in their trading. The sample contains 
too few tmders in the largest size class, however, to warrant any gen
eralization with respect to their rch'ltive success. There is some i11(li
cation that more than the averuge. Pl'opol'tion of tl'aders with avel'age 
positions of exactly 1,000, 5,000, and 10,000 bushels mllnaged to obtam 
profits, and tha.t til(', group with average positions of from 10,000 to 
25,000 bushels must haYe cOlltained some unusuully successful traders, 
since the l'atio of profits to losses for this group is distinctly favorable, 
although the relation betweel1number of profit-and.loss tl'aders is not. 

• 


., 

• 

• 
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TRADING CHARACTERISTICS, BY SIZE AND TYPE OF POSITION 

'1'he statistical 11I1alysis of. trading and its outcome has thus fllt' 
been cOJlcemed primarily with the relation between trading lwd the 
various typcs of tradel'S in the sample and tlw sCltle of theil' opemtions, 
Thero follows It mOl'O detailed analysis of tl'llding cycles of speculators, 
including durutlol\ Jl1ld type of cycle, lOJlry 01' short. 

'rhe chief chlll'tlctcristics of tradillfY in ~\'hcnt futures b~' tradel's ill 
the ditfol'cnt size gl'OUpS arc shownt:Jin table 3a, In th IS table the 
siz(I groups arc, the Slllnc as those in t.he table of pl'ofits 1l1l(1 105'80S 
immediately pl'eC'l'ding, DUl'Iltioll, it will be rccldled, is the length of 
time betweoll the first and laHt day of a trading cycle. 'rhe total dura
tion for It tt'ai\el' .is the sum of the durations of nIl the cycles ill tho 
gt'ldll in which he traded, The fiO'ures shown in lable:33 Hlldcll' "Dura
tion pm' tL'ad(\l'" (riVe the aV<!l'Il,reodlll'lltioll of tmdel's in the indicated 
size gl'Ollp. Th~ duration o(in-nnd-out cycles is zero, Ilnd COlJS~
fluently the dUL'lttion pel' trader of thoS'() engaged exclusively in 111
and-out /;t'ilding is ze1'O. 

TENDENCY FOH LONc~:n DunATloN OF Loss CYCLES 

FOl' all but one 0 f the size groups the duration pel' trader of the loss 
tradel's is greater than the dmatlon per tl'llder of the profit h'adel's. 
It will also be noted that t.hose groups ill which tl'ade~'s held twemge 
positions of exactly 1,000, 5,000, und 10,000 bushels, generally had 
shorter durations pel' trader than the other size classes (with the ex
ception, of eOlu'so, of tltl' ZCl'o-positk.11 traders). These were the size 
groups Wh1('h contaillt'd relatively high proportions of profit to loss 
traders. If attelltion is tUL'Iled to the columlls in table 33 showing 
duration per cycle, j t w311 be seen thl\t the lower durution pel' trader 
tor the groups with eXllclly 1,000, 5,000, and 10,000 bushels was not 
because they had shorter eyeles than other tradors. The explana
tion is to be -follnd rather in t:I)(~- sJ1laller nUlllbm' of cycles tl'llded 
by persons in thesl' ::;izl' (,'\as-<;cs. It is interestil1ll' to Hote that the aver
age !lumber of eyc1es :Ire the same £Ot' the profit tnHlers and the loss 
trj~det·s in the 1,000 and 5,000 bushel groups. Profit traders wjth avel'
agepositiolls of 10,000 bushels I..'llgaged in more cyclcs than loss traders 
in the stune category, The ltigher proportion of pl'ofit traders in these 
groups) th~~t'efore, cannot be attributed to the smaller number of cycles 
pel' trader, although this is the tradill& characteristic in which these 
group!? arc most sharply dill'enllltiaie(l from the others. .Although 
:ful'th('t· investiglltion o£ this point hns not been made, it mny be sur
mised that pri.~!1ege trt~c1ing contributed to the spechtl t~'ading chtu'
Ilctel'isitcs of these groups. 

Olle of tho most significant trac1illgfealut'eS revealed by tnble 33 is 
the consistently longer durations of the trading cycles of loss traders. 
These trudel'S It ppear t() h(lvC been .inclilled to "let their losses run." 
Pel'll!lpS it would bo more aceurate to say thaI; they "let their cycles 
l'un" Smel\ the figuI'l's shown nl'U t-he averages of ull the cy<'les l both 
pl'ofitnble alld till pl'ofitable, or the tl'adel's who ended with llet losses 
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00 TABLE 33 .-lVheat futures: Trading characteristics jor profit traders and loss traders, by size of average position o 

A\'cragc position (1,000 bu.) 

Duration per trader 

Profit I,oss 

Active duys per 
trader 

Profit Loss 

Cycles per trader 

Profit Loss 

Duration per cycle 

Profit Loss 

Active days per 
cycle 

Profit Loss 

~ 

I 
t:C 

0.0 ________________________ 
1.0 ______________ .. _________ 
1.1-4.9____________________ 
5.0 ________________________ 
5.1-9.9____________________
10.0 _______________________ 
10.1-24.9 __________________ 
25.0-49.9 __________________ 
50.0-99.8 _____ -' ____________ 
99.9 and over ______________ 

Days 
O. 0 

115.9 
154.6 
39.3 

175.0 
42.2 

199.6 
190.6 
167.4 

95.0 

Days 
0.0 

85.2 
222. 7 

61. 9 
228.0 
69.7 

275.6 
218. 1 
268. 7 
486. 1 

Days 
1.5 
7. 2 

21. 7 
6. 4 

27.9 
5.6 

27.1 
28.1 
31. 7 
26. 0 

Days 
1.5 
8. 1 

22.5 
6. 3 

25. 6 
4. 2 

28.1 
24.3 
30.8 
31. 9 

Number 
1.5 
4.1 

14.6 
3. 6 

18.5 
3.7 

16.8 
15.3 
15.9 

4. 0 

Number 
1.5 
4.1 

13.7 
3.6 

15. 3 
2.1 

16.1 
14. 7 
20.4 
21. 2 

Days 
0.0 

12. 1 
10.6 
10.8 

9. 5 
11. 5 
11. 9 
12. 5 
10. 6 
23. 8 

Days 
0.0 

20.6 
16.2 
17.1 
14.9 
32.9 
17.1 
14.8 
13.1 
22. 9 

Days 
1.0 
1.8 
1.5 
1.8 
1.5 
1.5 
1.6 
1.8 
2. 0 
6. 5 

Day:! 
1.0 
1.9 
1.6 
1.1 
1.7 
2.0 
1. 7 
1.7 
1.5 
1.5 

~ 
t".f 
t-3 
Z 
.... 
o 
o .... 
;:1 
rn 

TotuL ______________ 114. 8 182.5 16. 9 18.8 10.9 11. 2 10.5 16. 3 1.6 1.6 ~ 
~ 
~ 

~ 
8 

S 
~ 

.. L~ 



• 


• 


• 


AN ANALYSIS OF SPECULAT[Vl~ ~l'HADrNG IN GRAIN lW'l'UHES 81 

in th~ one cuse, or with net profits in the other. The tendency tow!tl'd 
::;horter cycles on the pUlt of the tradcrs with net profits is clear. 
Theru.is J\O evidence tlt this point, however, to indicate which way the 
('ltu!51l.1 conncction t'lIns, i. e., whether tmdel's .11ltde profits because 
they cut their cycles short, or whether their cycles were short because 
they were profitable. 

The ntllllbcr of active clays pel' trader is the lwerage llumber of days 
on which tradel'sin It given s.izo clilssificlltioll made trades. '1'he special 
f,itulltion 0:[ the zeto-position traders is evident in theso figmes. For 
in-and-out traders Lho number of active days is llecosslll'j!y equal to 
Lho numbm' of ('yell's. In simple ('ydes (other than in-anel-out cycles) 
t1lfwo are always at least two activl'. days pel' cycle. It is snrprisi11g 
to find, thcrefore, that there is 1\0 size group :(01' which the number of 
active days per cyeJc of lrlHS traders is more. than. two, Hlld only one 
group in which pt'olit tradct's exceed this ratio. This means tImt in 
(}Vl'ry J:;ize group there lllw;t l1lt\'0 bC!.'J) I'J'Jldl'J'S who jlleludl'd n Jlttmbcr 
of in-and-out cyclc!; in tlwi!.' tl'ading. It happens n.h;o t.hat in the. 
eaSO of Whl'llt j'utmcs the numbcr' of active dnys per cycle TOr the 
(,Ilti!'\' group WlIS the Erllne for proOt tradl'l'!; as for loss traders. 

Tabl(\ ;H pl'CSl'nts the tl'tlllillg charadcl'isties of tracle!'sin COrll fn
(UI'l'S. Mall,)' of the gl'l\cml izatiolls lIIade with respect to wheat lutures 
apply herl! n.lso, One exccption iB thut the lIumbln' of actiye days per 
cyell' II vPI.'age::; tlisti IIclly highcr JOt' profit b'ade!'::; than for loss tmllel's. 
Th('r:e are also two groups, the :.W,OUO-lo-;)O,()()O-busltel gronp, alld the 
group with 100,000 lll\i;hl'ls Ilnd 0\'('(', in which the duration per cycle 
oj' tl'aders witlt profits itl distinctly longel' than fot' the tl'adel's with 
losses. Thu long d\ll'ation for the Iargetl!; gt'Oup is lnrgely due to 
Tmdl'l' 77;3~, but no l'xplllnat"ion i:; (wailaLlc fOl' thelonger dUrn,tion 
or cycles of profit tl'flllersin the 25,OOO-to-iJO,OOO-bushel size gl·OU}). 

Thu trading dllu'act('J'is\ il's fot' ont and l')'e futures am '.;:\O\\,1I :in 
tables :Ji:i alld 30. The <.:hil~f dilrel'ences shown :rOl' thesc gmi ns aro the 
longcI' tYclcs a.m1 1\101'0 active days per cycl'", 1'1'esul11ably both of 
these diffcrences !\ l'i~e from the less acti \'C lIatlll'e of the OILt and rye 
:futures llUlI'kel:s, anll the .Ips:; frC'qlll'lIt oecurrcncc o·e the in-l\11d-otlt 
cycle. 'l'he larget' l he rclaLi ye numbcr of in-and-out cycles the lower 
the a vcrage uUl'H,tion pC'!' cycll', and tho lowcr ttlso is the !lumber of 
aeti ve clays pel' cycle. 

ANALYSIS OF 'fIlAl)ING BY TYPE OP POSITION 

SpeCUlators al'e frequelltly referred to as longs and shorts (or as 
"bulls" and "bl'ars"») not only with reference to their shott-term 
trading a,ctiyities, but with the lr!1plication, that certain .speculators 
ehamctenstrcaUy ntl:;lUllP long pOSI\WlIS,. while olhe!'s llilbllually take 
the short side of the market. 

It is possible to c1assify the specu1atol'S in th~ sample nccol'ding to 
tll(~ type of t!'iLding in which they engaged, as follows: (1) In-nnd
out tmclil1g only, (2) always long, (:~) always shott, and ('.I:) some
times 10lW and sometimcs short. The results of this classification for 
lhe foul' grains IL!'C shown "in table 3"7. 
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TABLE 34.-Cornfutures: Trading characteristics for profit traders and loss traders,by size oj averagepositwn ~ 

Active days per Active days perDuration per trader Cycles per trader Duration per cycletrader cycle 
Average position (1,000 bu.) 

Profit Loss Profit Loss Profit Loss Profit Loss Profit Loss 

Days Days Days Days Number Number Days Days Days Deys0.0________________ -- ______ 0.0 0.0 1.8 1.1 1.8 1.1 0.0 0.0 1.0 1.01.0________________________ 
37.4 62.0 6.4 6. 6 3. 3 3.6 11.3 17.4 2.0 1.91.1-4.9____________________ 120.3 172. 4 17.6 7.4 9.8 10. 1 12.'3 17.1 1.8 .75.0________________________ 
27.7 58.5 5.5 5. 9 2. 9 3.0 9.3 19.0 1.8 1.95.1-9.9____________________ 114.7 209.9 22. 8 23.2 12.1 12.9 9. 5 16.3 1.9 1.810.0_______________________ 
26.2 47.0 3. 9 4.2 2.0 1.9 12.8 24. 1 1.9 2.2

10.1-24.9__________________ 160. 5 197.5 26. 3 21. 4 11. 1 lO. 9 14.5 18.1 2.4 2.0 
25.0-49.9 __________________ 158.3 176.8 22. 8 19.3 6.5 12.5 24. 2 14. 1 3. 5 1.550.0-99.8__________________ 108.7 83. 7 12.8 16.5 11. 7 6.0 9. 3 13.9 1.1 2.7
99.9 and over______________ 136.4 263. 3 16.4 30. 0 5. 6 21. 8 24.4 12.1 2.9 1.4 

TotaL ______________ 81. 4 137.3 13.5 10.8 7.2 8. 1 11. 4 I 17.0 1.9 1.3 
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TABLE 35.-0at futures: Trading characteristics for profit traders and loss traders, by size of average position 

Average position (1,000 bu.) 
Duration per trader Active days per 

trader Cycles per trader Duration per cycle Active days per 
cycle 

>
Z 

~ 
Profit Loss Profit Loss Profit Loss Profit Loss Profit Loss 

>
t'" 
~ 
UJ.... 

n.o ________________________ 
1.0____________________ ~___ 
1.1-4.9____________________ 
5.0________________________ 
5.1-9.9_ . __________________ 
10.0_______________________ 
10.1-24.9 __. ______________ . 
25.0-49.9 __________ .. _______ 
50.0-99.8__________________ 
99.9 and over______________ 

Days 
0.0 

33. 2 
62. 2 
26. S 

109.2 
34.1 
71.4 
87. 2 
65.6 

---------

Days 
o. 0 

47.7 
122.1 
63.5 

167.6 
57.4 

151 .5 
13';. ,: 
15'. ~l 
51. 'l 

Days 
1.0 
3. 7 
7. 5 
4.1 

16.0 
2. 6 
9. 6 

11.7 
21. 0 

------ .. -

Days 
1.0 
4.4 

1O.S 
4.4 

13.2 
3. 0 

13.3 
14. 3 
14.2 
10. 0 

Number 
1.0 
1.9 
3.4 
2. 2 
7. 3 
1.4 
3. 6 
3.3 
6.S 

---------

Number 
1.0 
2. 1 
4.5 
2. 3 
6.0 
1.5 
4.3 
3. 9 
3. 6 
3. 5 

Days 
0.0 

17.4' 
lS.4 
12. 3 
15.1 
25. 1 
20.1 
26.6 
9.7 

---------

Days 
O. 0 

23. 1 
26.9 
2S. 1 
2S.0 
37. S 
35.3 
33.5 
42. 2 
14.6 

Days 
1.0 
2. 0 
2. 2 
1.9 
2. 2 
1.9 
2. 7 
3. 6 
3.1 

---------

Days 
1.0 
2.0 
2.4 
1.9 
2.2 
2.0 
3. 1 
3. 6 
3. 9 
2. 9 

UJ 

~ 

~ 

~ 
<toj 

0-3 

TotaL ______________ 52. 0 lOS. 0 7.1 8.7 
---

3. 2 3. 7 16.9, 29.1 
-------

2. 2 2. 4 
~ 
~ o 

Z 
o 

~ 
~ 
~ 
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TADLE 36.-Rye futures: Trading characteristics jar profit traders and loss traders, by size of avera.ge position ~ 

."'3Active days per t!tj
Cycles per trader Duration per cycle cycle t"lDuration per traderI Active days per 

trader 
Average position (1,000 bu.) ....m 

Profit Loss Profit Loss Profit LossProfit Loss 1 Profit I.oss ~ 1- i 

!I Days Days Day~ Days '1 Number Number Days Dalls Days Days 

o. 0 0.0 1.1 LIt 1.1 1.1 0.0 O. 0 1.0 1.0 
2.1 12.7 28.4 1.9 2.0

17. 6 58. 6 2. 7 4. 1 1.4 
4.3 4. 1 14.0 26. 2 2. 4 2.4.

59.6 108.0 10.2 10. 1 
3. 8-_-======: ======1--- 22.0t~~i~~====5.0_______ ---=~ ~ -- -- -- -- 40.3 3. 9 1.9 1.9 1 L 2 21. 0 1.9 2.0 ~ 

4.6 12.6 17.7 2.5 2. 4 ....
5.1-9.9___ . ____ --- -- -- -- - -- 57.6 112.8 11. 4 15.1 6.4 
10.0_______________________ 6. 8 15.7 1.8 2.1 o

10.6 28. 2 2.9 3. 9 1.5 1. 8 o
15.6 25.6 3.4 3. 1 ....10.1-24.9__________________ 18.1 5.1 5.879. 2 1-17. 8 17.3

25.0-49.9__________________ 139.4 95.4 24. 2 13.5 8. 4 4. 1 16.6 23.3 2. 9 3.3 
3. 750.9-99.8__________________ 3.5 9. 0 38.4 27.6 3.5 fl134.3 248. 6 12.3 33.3

18. 0 ," ________ 2. 0 41. 5 --------- 9. 0 
99.9 and over_____ - ---- -. -- -- -- -- - -- 83.0 ------- ... - --------- rn 

2.4 2.5 . TotaL ______________ j 41. 0 I 82.6\ 7.51 8.81 3.1 I 3.61 13.3 23.1 1 t:I 
t!tj 
"d 
~ 

~ 
>o 
:t!.... g 
"'3 
~ 
:t! 
t!tj 

• 
 ~. r 
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AN ANALYSIS OF SPECULATIVE ~rRADING IN GRAIN FUTURES 85 

'l'rndet·s who confined themselves exclusively to in-and-out trading. 
were of minor impol'bmce, 11.mOnlltinl~ to only 2.41)ercent of the specu
lutors in wheat, 3.8 l)ercellt in corn, 2.4 percent in oats uad 2.8 percent 
i 11 rye. In n umber of cycles and vo luine of tm(\ing, til!)), nre sti II less 
impol'tllnt. Since in-und-out trudel'S were discllssed separately in an 
cllrlier section in connection with the scule' of trndinO', they are ex
cluded from further considemtion here. The renUlindCl' of this i1is~ 
cUSSiOJl is devoted only Lo the other e1nssifictliions. 

'l'AuM~ 3i.-X1tmbel' (lIld percent of 81)ec-ulatoJ's, by grain alld t!lpe of 
cycle 

-t"..... 

'l'ypa or cycle Wheat Corn OILts Rye 

,VUIIt-\ Per- ,VUIII-' Per- ,VUIII- Per- I\'um- Per
ber cent ber I cellt ber cent ber celli. 

In-and-out on\y ______ 170 2. .[ HS 3. S 38. 2. 4 30 2. 8
Long only_____ - _____ 3, -123 45.4 529 38. 0 1,023 0'1. 5 001 68. (j
Short ollly___ .• ______ 343 4.5 1, 4131 10. 5 128 8.1 HI ti. 0 
Both long IIl1d short__ 3, 596 47.7 1,838 4(i. 8 397 25.0 2Sf) 21.7--._-------------TotaL________ 7,541 100.0 3, 9281100. 0 I, 580 100.0 1,313 100.0 

'rhere clearly were traders who confined their activities to one 
side of the market. But there were significant diffcrences in the 
proportions of such traders in the different (Trains. Consistent "bulls" 
in wheat constituted 45.4 percent of the tra(ters in that grain. In corn 
only 38.!)pel'cent were ttlways long, while the percentages for outs and 
rye were 64.5 llllel 68.6, respectively. 

The common lmpression that the amateur speculatOl' is more likely 
to be long than short isconfirmeel by the contrast between these figures 
and the propol'tion who held short positions only. Only 4.5 percent 
of the spccultttors in wheat confined themselves to short sales. The 
largest proportion of consistent short sellers was found in corn futures, 
in which 1U.5 percent of th~' tmders held short positions only. About 
half the tradel's in wheat and COl'll futures had both long and ShOl·t 
trades. at some time dUl'inl:? the survey period, but in oats and l'ye the 
nLUnber of speculators traeling on both sides amounted to only about a 
quartet· of the total. The situation in oats and rye coincides more 
closely with the generul impl'ession that smtlll speculators are predom
inantly bulls than does the situation in 'wheat and corn in which short 
selling accounted for a substantial pl'QPol'tion of the total tmding by 
specultttors in the sumple. 

'1'he comparison in terms of number of traders overemphasizes the 
importunce in the market of speculators who were consistently on onc 
side of the market. The more active traders, and those who assumed 
larger pf)sitions, made both lonO' and short trades. This is shown in 
table 38, which, :in addition to the number of traders, shows the num
ber of cycles and the volume of tl'tlding of persons with different tmel
ing patterns. It mny be seen at Once that the relative import;Ulce of 
the "long only" und the "shot't only" tmder is much less when the 111ll11

bel' of cycles Ilnel the volume of trading are considered mthm' than the 
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TABLE 3B.-Number oj traders,! 'number oj cycles/ and quantity traded! by grain and type oj position ~ 
8Wheat Corn t'!l 

Type 
mTraders Cycles Volume of trading Traders Cycle" Volume of trading ... 
o 
~ 

Number Percellt l-lumber Percent 1,000 bu. Percellt Number IPercellt Number Percellt 1,000 bu. Percellt t:Tj
Long only __________ 3,423 46.5 8, 960 11.6 76,056 9.4 1,529 40.5 3,212 11.8 29,265 11. 3
Short only __________ 343 4. 7 569 .8 4,326 .5 413 10.9 769 2.8 6,465 2.5 ~ Long and short______ 3,596 48.8 67,512 87.6 730,451 90.1 1,838 48. 6 23,305 85.4 222, 771 86. 2 

TotaL________ 7,362 100. 0 77,041 100.0 810,833 100.0 3, 780 100.0 27,286 100.0 258,501 100. 0 ~ ... 
c:> 
c:> 

Oats Rye ... 
Type !=1 

Traders Cycles Volume of trading Traders Cycles Volume of trading rn 
, g 

Number Percellt Number PerceTit 1,000 bu. Percellt Number Percent Number PercentLong only __________ 1,023 66.1 2, 129 40.6 25,575 47.1 901 70. 6 1,902 46. 7 16, 915 41. 3 ~ 
Short o11ly __________ l'OOO"'! p"""128 8. 3 179 3.4 1,386 2.5 !ll 7.1 118 2.9 837 2.1
Long and short______ 397 25.6 2,936 56.0 27,395 50.4 285 22.3 2,056 50. 4 23,178 56.6 ~ 

TotaL________ >
I, 548 100.0 5, 244 100.0 54, 356 100.0 1,277 100.0 4,076 100.0 40,930 I 100.0 ~ 

::t! 

1 Does not include speculators with .in-and-out trading only. ~ 
8 
c::l 
::t! 
t'!l 

•
. 
~ 
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number of traders. .Although the "long only" category included 46.5 

• percent of the tolal number of wheat traders and 40.5 percelltof the 
corn tmders, it included ollly 11.(; percent of the wheat cycles and 11.S 
percent of till' corn c-yeh's, alld ae('ounted for only 0.4 percent and 11.3 
percent, respectively, of the volullle of trading in these grains. 

Il'he contrast between wheat and corn on the one hand, and oats 
and rye on the otheL', is even more striking for number of cycles and 
volume of trading than for Humber of traders. .Although "long only" 
trudel'S accounted for less than 12 percent of the total cycles in both 
wheat and ('01'11, tllt'Y were responsible for 40.(j percent and 46.7 percent, 
respectively, of the oat and rye cycles. A similar contrast is found 
when the compal'ison is made hI terms of the volume of trading. Here 
the pet'centages are OA, and 11.3 for wheat and COl'll, but are 47.1 and 
'!l.3 for oats and rye.. The "long only" traders are of minor signifi
cance in the wheat and COl'll futures markets, but account for an im
portant part of the tL'Uc1in~ by slIlull speCUlators in oats and rye. In 
all mal'krt!> tIle bear lradm' who wa!> consistently short was of negligi
ble importance, nccountin~ for less than one percent of all wheat cycles 
and only :3,.~ percent of Hn oat cycles, In volume, the "short only" 
tradm's in no case accounted for more than 2.5 percent of the total. 

• 

Although the speculators 'who confined themselyes to long trades only 
were not predominant in the sample studied, long cycles were much 
more common than short cycles in the total trading pattern. This 
may rNldily be seen from table 30 which giYCs the number of long 
and short cycles traded in the different grains. SpeCUlators in the 
~ample did exhibit ~l preference for the long side of the market, but 
til is preference was not so great as many observers would have ex
pected. There were also significant differences among the four grains. 
The preferenc(' fot' long positions WitS least pronounced in corn futures 
where long cycles ('onstituh'd 58.1 pel'cent of the total. For the other 
grains the percentages of long cyrles were ~3.:) for wheat, 75,0 for oats, 
nn<lSO.(i for rye. In.no ease was short selll11g as popular as long buy
ing, a1thou~h it was substantial in corn and wheat futures. 'I'he 
great pl'l~dominill1('c of long cycll's in oat and rye futures indicates 
that for these grains tile I'e is validity in the general view that the 
snmll spec'\Ilatol'is typieally a bllll. 

T.\BL~; M.-Nwnoa and ]1C1'ccnt of long and short cycles, by grain 

'-.~--h~~~i~:-·-I -'-;~ong~)~~e~-~ - Short cycles Total 

_., , ·'·'r··-·~~-~·~ --..-.--. ---·.---I---..,---~ 
. .. I XUII!:.ber IPercent ~;rlu~~er Pe!,c.ent Number Percent 

\\heaL" •.•.•.. __ , 4~,ISO Q3.3 _S,_G~ 36.7 77,041 100.. 0 
Corn. • . .. __ . .. •• In, 8·14 (JS. tIll, 4-L 41. 9 27, 286 100 0 
Oats ____ ' ..... __I 3,980 I 75.9 f 1,264 24.1 5,244 JOO.O 
Rye. . '", a,284! SO. () ; 792 I 19.4 4,076 100.0 
-_._-----_... 

PROFITS x"J) LOSSES, Lo"G A:'iD SHORT CYCLES 

• The ollteome of tl'udi Il~ aeti \-i ties may be related ,to the trading 
patteI'll. It has all'l'ad.y been shown that the number of tmders suffer
ing 11et losses was cOllsic1embly greater thUll the number whose trad
ing was profitable, and that total losses greatly exceeded total profits. 
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In table 40, fmther infol'lnntion is given which relates the number 
of profitable and unprofitahlp eydes, and the profits or losses realized 
on snch cycles, to the type of teading. Except lor rye futures, spec
ulators who confined themselyes to the long side of the market had 
more loss cycles th!tll profit cydes. Consistent shorts, on the other 
hand, hud more IH'ofitable than unprofitable cycles. These results in 
part reJlect the characteristics of the time int.erval studied) in which 
periods of falling prices exc-eeded i.n length periods of rislllg prices, 
and price declines were greatCL' in :UTlount than price increases. 

In spite of the predominance of profitable cyclps lor traders with 
short cycles only, their profits l'xC'l'pcle<llo::;ses only in the case of oat 
futurl's. Shorts in all til(' gt'ains hud more pro[iUtble than unprofitable 
cycles, which indieates that they \\"P!"P more frequently ricrht than 
wrong in their j\)l'ecHsts or pl"iee llIo\'ements. In spite of t~is, their 
trading was tOL' the most part unprofitnblP. The sitl1lltion of the tmd
ers who had both long and short ('yell'S is SilllilaL". The number of 
profitable cyeies l'xcN'ded thp unprofitable cyde:; !Jy 1rom ~9 to ~b2 per
ccnt for the <li n't'L'('nt !.;ruill fut UI·(':'>. But in e\'cry case total profits 
"'l're ('onsidl'l'nbly ]p::.;s'than lo::.;s('s, This Slll!gests that trading char
aetpristi<:s othpl." than tIl(' pre feL'Clll'(' for the long side mllst h:tve 
(,OlltrilJUtNl to the heft \.,' lossl'si m'u rred. 

l3efore explol'illg thi's sllf,rgestion flll'thel' the' opemtions of traders 
with both long awl short cyeles shoultl be pxalllined in greatCL' detail 
to dc-tel'tnine 11101'0 fully tlte, relation betwel'll type of position and 
til(' OlllCOlllC of (mcling. Table ~n gh'('s thp number and percent or 
pL'ofitablc. and lllLJ)t'ofitahlp ("yelps of this group, classified by type of 
position. long or shOl"t. FOL" (~yer)'l!rain a'majority of tIle short cyeleiJ 
were profitabll'. the IWl"{'L'ntagp of prolitabl(, <'.rele:; ranging :from 5!:.9 
percent rOt, rye' to G-Ul pereent 'for oat,.;. Pl'Ofitnble cycles were in 
C"Cl'Y ease l'elnti\·ply mol'(' Jl'l'C[l1entfor the ~hol't ('ycles than for the 
long c'ycll'~. Rut (W(,ll thl' long eyeies werp mOl'Pc frequently profitable 
thiul nnpl'ofitaul('. Ne\'(·l"thpless, Ill!.' profit:; rpalized weL'e lcss than 
Lhe losses for pn.'ry e1assification Rho \\' 11 in table ,bl except the short 
wheat cycles, in "'hieh pI'ofits ('xl'l'Nlp(l lo:;~es by approximately 5 
pe,1' cent, and short ont l',"('ll's, in which pl'oHt~ WCl"C~:'; pel'cent gl'eater 
than losses. 

Since pl'ofi!ablc ey('le~ ou {nllmbcl' 1111 profitable eyc1cs but losses 
exceed pl'ofits, thp a\,prllf,r(' los~ lWI' cycle mllst be greater than the 
ayernge profit pCI' eyelp. This t'onrlusion is ('on firmed by the figures 
on a,;erage profits ~ll1cl losses, as shown in table 42. 1n this table 
comparisons arl' made of !lYl'l'ngl' pl'ofits and losses for different 
tradincr eycles, wi tll n ('lassi fical ion of traclpl's which makes cletailed 
compa~isons possiblE". For exampll', ill wheat :fuhll'es thcre were 586 
long tl'(l(1ers who had profit ('yell'S only, Their average profit was 
$226 pC'l' cyele. Thl're \\,('I'e 1,618 long tra(lors who lost money on 
every cve-Ie tra<1Nl. with an llYl'l'ngc loss of $6:n. But tlH'l"C were 1,219 
long'tr:tde!"s ,dlO had hoth profit anclloss .cyeles, with a"crage profits 
of $278 on the profitable cycles, and ayerage ]OSfipS of $661 on tl1(' 
nnprofitable <,yeles. ThIlS, ttH' (lifl'l'l'C'I1l'es b~tween aYernge profits and 
a\'ernge 10ssC's app('llr (0 he (luC' both to c1drerenccs bel:wcC'n traders 
who liacl profits ()nly and (1\05(' who had losses only, and to diffl'rences 
between the profit !Uld loss ('yC'lps of traders who had both profits and 
losses. 

• 

• 

• 
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TABLE 40.-Numbe1' and ratio of profit and los8 cycles and amount and ratio of profits and losses, by grain and type 

of position 


Wheat Corn ~ 
~ 

Type Cycles Amount of- Cyclcs Amount of ~ 
----.-----Illiltio fIJRatio I I IRatio .... " "/ Rntio I fIJPl"Ofit Loss Profits Losses Profit Loss Profits J~ossesI ;;;-----------1--·-1--1--1----1 I--r---I---I--I---·-1----

Nu 1Il- I .V1l1n- 1I.'U1ll- NUIl/- ~ 
l".l 

beriberi j Dollars f Dollars ber ber Dollar;; Dol/ars o
Long only __________________13, 645 5,315 0. 69 971, 973 3,452,816 0.281 1, 589 1,623 0.981, 443, Hi7 764,798 0.58
Short only __________ • ____ .__ 3Hi 253 1. 25 55,430 75,108 .7·1 444 325 1.37 95,064 131,276 .72 ~ Long and shorL_____________ 38, 707!28, 805L.2~jS,008,376i13, 694, 823 . 58, 13, 663 9, 6421 1. 421 2, 716, 023 3,371,5-17 .81 

~ 
TotaL_______________ j42, 668 34, 3731 1. 2419,035,779117,222,7471 . 52/ 15,696111, 590[ 1. 351 3, 254, 254 4,267,621 .76 l".l 

1 8 
~ 
>

Oats nyc '=' Z cI 'I" z'rype 
1 

Cycles Amount of- Cycles. Amount of

c------ Ratio 'I natio I Ratio I I Ratio ~ 
>I l)rofit j LoSS . Profits J Losses 1-- Profit . Loss ___ Profits Losses 1___ z 

1\T1/1/I.-/ Num- Num- Num- d 
ber ber Dollars Dollars ber ber Dollars Dollars 1-3 

c:jLong only__________________ 955 1,174 0. 81 161,737 670,846 0.24 963 939 1. 03 337,523 557,460 0.61 ~. 

Short 0I1h'_----------------- ]221 57 2. 14 14,059 10,664 1. 32 63 55 1. 15 11,066 Hi, 778 .66 l".lLong and·shorL _____________ ],2821,654 1. 29 205,381 354,451 .58 897 1.29 382,226 686,277 .56 fIJ
1,159/ 


TotaL________________ 2,73112,5131 
 1. 09 381,177 1,035,9611 .37 2,185 1,891 1.16 730,815 1,260,515 .58 00 
(0 
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TABLE 41.-Speculators having both long and short cycles: Number a'nd percent 01 profitable and unprofitable cycles, 8 
and amount an(l 'ratio 01 profits and losses 

- 8 
l"'J 

OutcomeCycles ~ ....Grain and type of position, 
Profits Losses Ratio C 

Profitable Unprofitable Total 

i 
~ 
ttl 

Number Percent Dollars Dollars 
WHEAT Number Percent Number Percent 

46. 7 39,820 100.0 4,935,577 10,764,974 0.4621, 241 53.3 18,579 
10,226 36.9 27, 692 100.0 3,072,799 2,929,849 1. 0517,466 63.1~~~~t~=================:=

TotaL_____________ 57.3 28,805 42.7 67, 512 100. 0 8,008,376 13,694,823 .5838, 707 .... 
o 

conN o
Long ____________________ 44.3 12, 632 100.0 1,764,499 2,073,697 .857,036 55.7 5, 596
Short____________________ 4,046 37.9 10,673 100.0 951,524 1,297,850 .736,627 62.1 

~ 
TotaL__________ --- 13,663 58.6 9,642 41.4 23,305 100.0 2,716,023 3,371,547 .81 

Ul 

tl
OATS 

48. 6 1,851 100.0 130,227 294,251 .44 l"'J
951 51. 4 900 "0 

382 35.2 1,085 100.0 75, 154 60,200 1.25703 64. 8 !"3~~~!t~===================Totw______________ 100.0 205,381 354,451 .581, 654 56.3 1,282 43. 7 2,936 ~ 
~. > o 

1,382 100.0 325,341 570,218 .57 :=RYE 
755" 54.6 627 45.4\ ....

270 40.1 674 100.0 56,885 116,059 .49 c404 5Q. 9~~~~t~=================== c:: 
Totw______________ 100. 0 382,226 686,277 .561,159 56.4 897 43.61 2,056 ~ 

:= 
I1!:l 

4 
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TABu" 4-2.-Numbe?' 01 speculative traders,nu.Jnbe?' of cycles, and a'l,:61'age profit or loss per cycle, by grain and type 
of cycle 

...... ~ 
t~ 

(XI 

I Traders Cycles Profit or loss per cycle
<:> 

II Type 
Wheat Corn Oats Rye Wheat Corn Oats Rye Wheat Corn Oats Rye 

00I .... 
00 

Long cycles only: Number iVUmberjNUmber Number Number Number Number Number Dollars Dollars Dollars Dollars 
Profit cycles only ____________ 586 453 276 267 770 627 350 365 226 247 97 • '219 ~ 
Loss cycles only _____________ 1,618 641 443 369 2,301 805 568 441 631 4.16 562 t 442 00 

Both profit .~nd loss cyclcs:. _ I ;g 
Profit I:,} cles__________ ___ 1,219 430 304 265 2,875 962 605 598 278 300 211 . "430' Cl 
Loss cycles______________ 1,219 435 304 265 3,014 818 606 498 664 526 581 728 C! 

Short cycles only: 
t" 

}>rofit cyclcs only ____________ 140 178 76 40 178 233 98 51 167 148 .100 136 .~
Loss cycles only _____________ 137 141 37 41 159 163 40 43 290 295 156 .275 -< 
Botb profit and loss cyclcs: 1- S 

Profit cycles_____________ 66 94 15 10 138 211 24 12 185 287 179 345 8 
Loss cyc)cs______________ 66 94 15 10 94 162 17 12 305 513 261 [414 = >

Both long and short cycles: ! Q 

Long cycles of traders: 
Profit cycles only ________ 87 93 26 ]5 166 164 37 29 170 143 75 532 ~ 
Loss cycles only_________ 128 94 22 27 196 131 30 42 426 283 432 329 

Short cycles of traders: Z 
Profit cycles only ________ 8. 93 26 15 127 150 34 20 129 100 88 114 o 
Loss cycles only_________ 128 94 22 27 154 119 25 35 178 167 171 165 =>Both profit and loss cycles: ZLong profit cycles________ 3,081 1,420 268 205 21,075 6, 872 914 126 233 253 139 427 
Loog I"" "01,,,_ -------- 3, 177 1,444 3ll I 215 1~ 383 5,465 870 585 581 373 323 .951 >:j 

Short profit· cyc1es _______ 2,928 1,389 282 197 17,339 6,477 669 384 176 145 108 142 ~ 
Short loss cyc1es_________ 2,697 J 1,284 205 145 10,072 3, 927 357 235 288 325 157 469 c:t = ------ t1!! 

00 

co..... 



92 'I'EC.I:tNICAL BULLETIN 1001, U. S. DEP'I'. OF AoiucUL'l'UrtE 

Ollly one comparison in table 42 shows avcmgc profits gl'cntm' thall 
uveruge losses, In l'YO, tl'ilc1ers with both long 1111<1 ShOl't cyclcs who 
mude profits on every cycle had avel'Ufre profits of $532 per cycle on 
their long cycles, '1'11e entil'ely dilfcl'e~lt gl'OUP of traders who were 
both long Ilnd short, but lost 011 every cycle tl'ltdcd, had Ilvel'llgc losses 
of $329 01\ Lheit~ lOllg cycles. 'l'his sl11g1o exception is llot suflicicllt to 
.invulidate the genel'ltllzution that IlY()l'Ilge losses pOl' cycle tend to 
cxccec1ll vcmere profits. 

Table 42 '~!lS uL'l'unged to faci litllte compurisons between pl'ofit. und 
loss situlltions, It is possible also to make compnl'isolls botwQan long 
allll shol/t posit.iollS, It'Ol' eXllmple, the average. pl'Ofit pel' cycle of 
whCllt spccllliLtOl'S who had 101lg cycles ollly and pl'ofit cycles only 
WIlS $22u, while the ILvcl'age lor tl'uders who had short cycles only ami 
profit eyclcs only WIIS $Hi7. H the other COlllPllriSOIlS of this t:ype al'n 
lIl11d(\ fl'onl tho data in tllbltl·~~ it will be found that in all but two ellsc:> 
tho average profit 01' the average loss for tho short situation is smallor 
than :1'01' the long. The, two exceptions tll'O both found in Ollt futuros, 
and /lilly bo sllmnmrized as follows: 

~!!..1)r()11t 11ft' alla/.! 

l'rollt cycles: J)ollarHLong ollly______.' ______________________________-______________ 07 
::;hort ouly ___ ._~ ______ ___ " .' ________,,_______ 100«. •••, ., •• .• _____ , 

Both long lind llhOt't: 
l"Uflg__ .... _ ... __ .~_.... _,,. .... ••. ______. ______ .... ___ ...... _ ..... _~_______________ 75
l:ihorl__ --____________________.______ ,____ _______ ________ SS 

'rhn gl'ellt pl'c(lon!i.llltm'c 0[: situations in whieh tlVel'llgc profits (or 
tl\'cmge losses) 1'01' IOllg l'j/('les cx('ccd the COl'l'cSpond.illg figurcs fOl' 
short cyeks .illdieates that Iltl'l'O is II dill't'I'l'lIeC in tl'ading behaviol' as 
IJctwe('.n sltOl'~ ILnlllQnq' tmdcs :\'hich is slmilal' to the dilference fOllnd 
uetwe(ltl jH'o/tlablo Illl([ ultpl'ohtnble c:reteR. In broad tOl'lIlS the COIl

tl'flsts to. bo c,xplailled aL'e 8l't forth in table 43, Ii'ol' evCl'y type of 
trading, h.H;SCS pel' cyde exceed profits; and ill m'Cl'y gl'llin both the 
pt'olHs !llld the IOSS(,8(0I' the Inng l'j'l'les exceed tho corresponding 
tiglll'e::) for lhe short cycles. 

DultA'l'lO:'I OF LONC AND SnOllT CYCJ.ES 

'ravle 4:3 also gin\s tlte avel'ngc dUl'atioll in !;t'nding dttys of the 
Cyell'::) in the dill/crent clltq.~ol'it's.With the eXl'optioll of tho CO~IlPlll'i
son betwc(\ll the IOIW alld sholt pl'OfHaLle c'yclcs in COl'tl futllrc::), the 
V:U'illtiOtH; in tlll1':~lioll !IN' eye\e al'e simihn' to those [01' profits 01' 
los::;~\s f)Cl' cycle. l'npl'ofitablc eycll's in genrl'Hl covcred mo1'o trading 
days t I1U\ pl'olitnule e,Y{:k's, and (lit: (lImit.ioll of ShOl'(; cycles was less, 
(Ill the aV('I'age, than that oJ long ey('!('s. Comptll'isolls for difl'cl'cltt 
tl'n.ding Pllth'l'IlS al'e showll in tablo·I··I,. Two exceptions to the lin<ling 
j list stated with resped to profit II nd )oss ('y('\('s wi \1 bo ObSlll'\'cd j tlH'se 
al'l' the cnses. of tlll' avel'Hgl'. dllr(ttionin \\,hcI\.( and COl'n futures of th~ 
ShOl't ('yell's of tl'adcl.'s)"ith profit ('yell'S ollly as cotnpal'('([ with the 
:-;hOl'tCj'l'I('~()f ttndet,s WIth lossc'yel(':> (Jllly. TlH't'(~IU't\, als(llwo CX('('P
lions to [he finding- (hat shOt·! cycles han' shOltoI' dUl'ation than long 
cycle::;. They tlt'(1 found tn('m'll and oat i'utlll'CS ill tI\l' ('oltlparisoll of 
tho average dUl'ation of 11\(' 1(J1lt.(" alld short ('yell'S of I mdt'l's with Pl'o(il
lillIe, eye\es only who had both long and short ey<:lcs. 
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TABLE 43.-Speculative tradel'S.' Outcome of trading, by grain and type of p08ition 

Profitable cycles Cnprofitable cycles I ~ 
Grain and type of position • ~ 

Profits per Duration Losses per DurationCycles Total profits Cycles Total lossescycle per cycle cycle per cycle ~ 
Ul.... 
Ul 

WIIEA1' 

Long _____________________________ X1~lllbcr Dollars Dollars Days .Number Dollars Dollars Days ~ 
24,886 5,907,350 237 11.7 23,894 14,217,790 595 28. 5 Ul 

"1:117,782 3,128,229 J76 8. () 10,479 3,004,957 287 10.7 tsjShort. - _______ ~.~~:~----------- __ oj o 

8,025 2,207,666 256 11. 6 7,219 2,838,495 393 27.2 ~ 
7,071 1,046,588 148 14. 1 4,371 1,429,126 327 16.4~~~~~-:===:======::::=:=::::=====iI ~ 

trlOA1';; 
1,906 29J,964 153 17.7 2,074 965,097 465 41. I >-3 

t~~;t~-:====:::::====:=:=:=:==:::= 825 89,213 108 13.4 439 70,864 161 18.7 > 
~ 

Long Jtn~ 1 ~ 
],7J8 662,864 386 ]4.9 1,566 I, ]27, 678 720 32.5 Q

Short____________________________! 467 67,951 146 11. 0 325 132,837 409 19.1 
I Z 

o 
~ 
> 
sa 
I:rj 
d 
>-3 
d
:= 
trl 
Ul 

~ 
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The first conclusion drawn from these observations is tlmt there was 
a clear tendency for speculators in the sample to "take their profits 
and let their losses rUll." The resnlt -was tha.t profitable cycles were 
briefer than unprofitabre cycles, and that average profits were smaller 
than average losses. The second conclusion is that the d\ll'ation of 
the cycles of tmders on the short side of the market tended to be briefer 
than the duration of the cycles of traders who were long. The reasons 
for this are not apparent. lt is conceivable that speculators generally 
feo11ess assllrance about short positions than about long positions, and 
consequently tend to terminate them more quickly. If this is the case 
there is little e\'idence to indicate that the reaction of large-scale specu
lators cliffct's significantly from that of small speculators. 

TABL1~ '14.·-Spec'll1ative trade7'8: JJlt7'ation per' cycle, by gmin and 
type of cycle 

Duration per cycle 
" Type 

'Vhe,'\t Corn Oats Rye 

LOllg cycles only: Days Days Days DaysProfit cycles only. _______________ ~_ 20.2 18. 4 19.6 15.9I,oss cycles ollly ________ ' __________ 45.2 35.6 46.4 34.0 
Both profit and loss cycles: 

Profit cycles ___ ~ __ • ______ ----- 18.6 14-. 8 19.3 13.6
1,085 cyclcs ________ ~ ___________ 42. 7 33. 5 42.4 27. B 

Short cycles only: 
Profit cycles only__________________ 10. 6 14.0 15,7 B.5Loss cycles only ______ ~ ___ ~ ________ 11. 9 14. 6 20. B 18.4 
Both profit ane! loss cycles: 

Profit cycles ___________ ~ _______ 11.7 14. 0 16.8 B. 8Loss cycles ____________________ 13,8 16. B 27.5 17.0 
Both long and short cycles: 

Long cycles of t\'l\dCl'5:
Profit cycles only ____________ ~_ 14.9 10.5 11. 7 13. 2 
Ioss cycles only _________ ~ ___ ._ 29. B 36.123.6 23. I 


Short cycles of traders: 

Profit cycles only ______________ 9. 1 14. 8 11.8 13.0
Ioss cycles only _______________ 9. 0 9. 5 14.0 20. 3 

Both profit and loss CYCles:
Long profit cycles ______________ 10.4 11. 3 16. 0 15.5
Long loss cycl('s ____ , __________ 2'1. 2 24. 9 37. 5 35.1
Bhort profit eycles _____________ 8. 6 14. 1 12. B ll. 3
Short loss cycles _______________ 10,7 16.7 lB. 4- 19. 2 

Figlll'es 22, 23, 24, and 25 (and table 45) show the average duration 
or cycles (other than in-and-out cycles) traJed in by the specuhttOl'S 
in the sample, Hrranged in subgroups according to the nature of posi
tions, whether long or ShOlt, and whether profitable or unprofitable. 
It can be seen immediately from these charts that in each grain and 
fOI' traders in every size group the anl'age duration of long cycles 
waS gcnel'lllly greater thall that of short cycles. There -were a few 
exceptions-Illost llotably ill the prolitable corn cycles of traders with 
tln~rage po~iti{)ns frorn 1.1 to 5.0, 25.0 to 4,9.9, and 50.0 to 99J) thousand 
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AVERAGE 
POSITION 
ttllOUS4...U 

ItUSf4 'LSI LONG C'(CLES SHORT CYCLES 
PROFITS PROFITS99.9 AND OV£R 

~O.O - 9'.8 , 
25.0 - 49.9 

10.1 - 2<.9 , 
10.0 

I 
~.I - 9.9 

I 
5.0 

1.1 - 4.9 

1.0 

LONG CYCLES - LOSSES SHORT CYCLES,' LOSSES
I I 

99.9 AND Ovi'A 

50.0 - 9t.8 

2~.O  49.9 I I 
I 

I 

I 

10.1 - 24.' 
I I 

10.0 
I , 

~.I - 9.9 

5.0 I I 

I 

I 

1.1 - 4.9 
I , 

1,0 

45 40 30 20 10 00 10 20 25 
DAYS DAYS 

l~IGURf] 22.-Wheat futUI'es: Average <1mation of cycles, size of average 
position . 

AVERAG[ 
POS1TION 

(THOUSAhD 
 LONG CYCLES SHORT CYCLES 

PHOFITS PROFITS
eUSHELSI I 

99.9 ANO OVER I 
~0.0 - 99.8 I - I 
ao - 49,9 

I 
10.1 - 24.9 

I 
10.0 

5.1 - 9.9 
I 

5.0 ...-.
1.1 - 4.9 

I 
/.0 

CYCLES - LOSSES ";'HORT rCLES - LOSSESILONG 
••.• AND OIif.A I 

50.0 - 99.& 
I I I 

25.0. - 4•.• 
II 
I 

10.1 - 24.9 ,• I I 
10.0 j

5.1 - 9,9 
I 


M 
 I 
I 

1.1- ••• 
I II 

I 

-----;45 40 30 20 10 00 10 20, 25 
OAYS DAYS 

FIGURE 23.-Corn futures: Average duration of cycles, by size of a,'erage position. 
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AVERAGE 
POSITION 
(TI1OUSA"'O LONG CYCLESaUSHtl.Sl 	 S~IORT CYCLESJPROFITS I 	

tROFITS
50.0 AND OVER 

I 

25.0 - 49.9 	 25.0 ANU OVER 

I 	 I 

10.1 - 24.9 	 E2 

I 

10.0 	 ~ 

.5.1 - 9.9 ~~ 

I 


5.0 	 I 
 ... 
U - 4.9 

I 

10 
 I 


LONG CYCLES - LOSSES 	 SHORT CYCLES - LOSSES 

50.0 A~~ OVER I I 	

I I
I I 

25.0 - 49.9 25.0 A~O OVER

I I 	

I
10.1 	- 24.9 

I 


10.0 

I I 


5.1 - 9.9 
I 	

I
5.0 

1.1 - 4,9 

1.0 

70 60 45 30 15 o 0 15 30 35 

DAYS DAYS 


l!'IOUIU" !:!·.I.-0at futlll'es: Axerllge duration iJ~ cycles, by size of average posl'~ion, 

POSITION 
I1HOU$"''''O )

aU!iHfLSJ LONG CYCLES SHORT C'(CLES
PROfiTS PROFITS

SO.O AND OVER 

I 
 I 


25.0· 49.9 25.0 AND OVER 
I 


10.1- 24,9 

10.0 	 ~ 

5.1·9.9 

5.0 

1.1·4.9 

10 	
. I 


. , 

LONG 	 SHORT CYCLES - LOSSESCYC~ES - LOSSE~ I 


50,0 AND OVER I I 

25.0·49.9 I I 


I 

10.1·24.9 	 5~';250 AND OVER 

I 

10.0 

I 

5.1· 9.9 


I 

5.0 

I 


','· ...9 
 I I 

1,0 


I 	 I 


70 60 45 30 15 o 0 I:; 30 35 

DAYS DAYS 


1~IOUR~~ 2ri,-Uye futures: Avernge durntion of CYCll'S, hy size of Ilvel'llge position, 

bushels l3_but the general picture was certainly one or more abrupt 
termination of short than of long positions. This is interesting in 
view of the fact that ill gl'llin futurcs the technical ditliculties of short 
selling are llO grcater than those of long buying. I 

.' This is in contrast 
13 It may be recalled fro!n table 39 thnt short selling was more nearly on It pUl' 

with long buying in eOI'll futures than III the futures oT any of the otheL' grains 
studIed, 

" With the possible exception of short positions held in the delivery month. 
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with the problem of short sellinO' of securities. Nevertheless, specu
lators of every size class seeme(f more tentative about their trading 
when they were short than when they were long. 

E.<J.ual1y striking in these charts is the contrnst for ltll scales of 
tmdmg between the lengths of profitable and nnprofiblb~ecycles. 
Both hn'go and smull trudel's tended to blm their .profits bllt to let 
tlleir losses run. 

TABLE 45.-A'vcra!Tc duration PC1' cycle, by !Train, size 01 (wcragc 
position, (wd type 01 c.'yele 

I,ong cycles Short cycles 

Grain and size of posiLion (1,000 bu.) 
Profit Profit Loss 

Wll~;AT DlIYs DlIYs DlIYs DlIYs,1.0__________________________________ _ 
1.1-4.0______________________________ _ 14.7 33. 2 0.1 11.3 
5.0__________________________________ _ 11. 6 31. 0 8.7 10.5 

12. 3 20. 7 8. 6 10.35.1-0.9 ______________________________ _
10.0_____________________ • ___________ _ 10. 5 26.1 8. 0 10.8 

16.0 40.6 13.8 14.810.1-24.0 ____________________________ _ 
12.1 30.5 0.1 11.625.0-49.0 _________________ .. __________ _ 12.4 28.1 8. 6 !l.550.0-09.8__________________________ ". 
12.5 1113 10.6 7.9UO.O une! over ________ ._ .. _______ • _____ _ 16.3 '12.0 11. 2 14.0 

COIlN1.0__________________________________ _ 
11. 4 28.3 10.7 13.01.1-4.!L __________________________ • __ _ 12. '1 27.6 17.2 16.4

5.0___----------- ____________________ _ 11. 5 20. 8 10. 6 15.65.1-0.U________________ .. _____________ _
10.0_____________________ - ___________ _ 11.5 24. 7 10.2 17.0 

17.4 31. 9 12. 1 12. ;)10.1-24.9________________ oM __________ _ H. 0 28. ,1 13.0 19.225.0-49.0 ____________________ • _______ _ 12. 9 28.2 16.0 15. 350.0-00.8_______• ___________ • ________ _ O. 4 21. 7 10.1 11. 3
90.0 and Ovf'r________________________ _ 18.7 10.6 '1.0 4. 3 

OATS1.0___________________ - ______________ _ 
17.2 26.5 18.0 18. ·1L.1-,j.0 ______________________________ _

5.0__________________________________ _ 17.6 40 .. 2 H. 7 18.6 
14.4 30. 7 10.8 12.45.1-0.9. _____ , __ • _. ___ • ______________ _

10.0_________________________________ _ 16.6 40.7 11.5 17.9 
20.1 42.\) 5. 3 31. 310.1-24.0_________________ . __________ _ 21. 7 47.3 18. 1 25~ 025.0-49.0 ____________________________ _ 10. 2 48.8 114.8 118.050.0 and over_. ______________ .. _______ _ 10.0 37.5 

RYE1.0_________________________ . ________ _ 
35.0 22.9 23.41.1-4.0______________________________ _ 14. " 

5.0__________________________________ _ 16. i' 34.0 10.0 22.7 
11. I> 28.5 8.2 8.\)5.1-0.9 ____________________ • _________ _

10.0_________________________________• 13.3 28.1 10.3 18.5 
6.7 18. 4 6. 3 21. 110.1-.24.9. __________ • __ • ___ •• ________ _ 17.2 35. 5 10.8 13.325.0.-49.0____________________________ _ 19. 1 21).2 14.4 118.050.0 and over ________________________ _ 10.2 64.7 

I 25.0 thousand bushels Ilnd over. 
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PROFITABILITY AND DURATION OF CYCLES, BY SIZE GROUPS 

The trading behavior of large and sman traders may be compared 
in other respects. Further questions to be considered are: . 

What variations nre there in the addiction to the Long side among traders • 
in the dUIerent size gronps? 

.I'hllt differences al'e there among size classes in the pI'oportioll of profitable 
cycles, and in the relation betwccn profits and losses? 

The number of long and short cycles in each grain is shown by the 
size of the average positions of the traders in table 46. The pro
portions of long and short cycles for each size group are also shown. 
Although there were more long tt'ades than short trades for every 
size group, there were marked differences among the various size 
groups. In wheat futures, for example, the largest proportio'1 of long 
cycles (77.6 percent) WaS found among traders with average JJositions 
of exactly 10.0 thousand bushels. The next highest proportIOn (75.7 
percent) was found in the largest size class-traders who ]lacl average 
positions of 9\).9 thousand bushels and over. The smallest proportions. 
of long cycles were found among traders with average positions of from 
50.0 to \)9.S thousand bushels, 59.S percent of whose cycles were long, 
and among those with average positions of from 1.1 to 4.1) thousand 
bushels, for whom the corresponding percentage was 61.4. Similar 
contrasts can be found between size classes in the other grains. There 
is no clear progression ft'om llll'ge to small traders. 

Nevertheless, there was evidence ·of a pattern. In wheat and corn 
futures, traders with average positions of 1.0, 5.0, and 10.0 thousand 
bushels had in each case It larger proportion of long cycles than traders 
in adjoining groups, or any of the other groups except the one of 
larl!est size. In wheat and corn futures also there seems to be It decline •in the propensity for long trn,cling as the scale of trading increases 
from the 10.0 thousand bushel class, up to and including the class of 
50.0 to D9.S thousand bushels. These tendencies are not so evident 
ill oats andl'ye, but here there is some support at least for the conclu
sion that traders with aTerage positions of 1.0, 5.0, and 10.0 thousand 
bushels are less inclined to make short sales than other traders whose 
opl'l'ations are of comparable size. 

The data on the number of profitable and unprofitable cycles showed 
that the excess of profitable cycles was quite general. In wheat and 
corn futmes the size classes with the largest proportions of long cycles '.
hacl the smallest proportions of profitable cycles. These were the 
groups with average ponitions of 1.0, 5.0, and 10.0, and over 99.9 
thousand bushels. ~Vhen a11 the grains are considered, however, 
there was no clear correlation between the proportions of long cycles •
and of unprofitable cycles. 

Annal compat'i!Oon I'elating the outcome of trading to average posi
tions is IYiven in table ".1:7. Here the profits and losses, and the mtios 
of pronts to losses, on long and short cycles are shown for each size 
e1ass. :For all four grains the long cycles were predominantly un
profitable. This was most strikingly true of oat fntnres, where profits 
on long eyc1es were only :30 percent of the losses. For wheat futures 
the COITespolHli ng pl'rcentllge was 4~, and for rye futures, 5\). Rela
tively tIlt' hl'st 1'f'('0I'd made. un IQng eyell's was by the speculators in • 
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corn futures. For these traders profits equalled 78 percent of the 
losses on long cycles. In all grains, traders with avemge positions 
of 1.0, 5.0, and. 10.0 thousand bushels had lower profit-loss ratios than 
the other most nearly comparable groups. 

In two grains, "wheat and oats, the profits of short sellers exceeded 
their 10.>5es. In wheat it was the large shorts-with average positions 
of 25 thousand bushels and o\~er-who were responsible for this sho~
ing. This is the only situation of all those examined in which the 
large traders showed a clear superiority over smaller traders in trad
ing results. In oat futures, traders with average positions of 5.0 and 
5.1 to 9.9 thousan(t bushels, as well as larger traders, had profits in 
excess of losses. Except in the case of rye futures, the tendency for 
traders with average positions of 1.0, 5.0, and 10.0 thousand bushels 
to do poorly is not so clear when short cycles alone are considered. 
When profits are compared with losses 011 all cycles, however, these 
size classes in every case have lower ratios of profits to losses than 
adj acent size classes. 

This analysis of trading patterns and outcome in rehltion to aver
age position indicates that there is no marked contrast between small 
and large traders. There were three groups of traders, however, who 
seem to have trading characteristics which distinguish them from 
other traders. These were the gt·oups with average positions of ex
actly 1.0, 5.0, and 10.0 thousand bushels. Traders in these groups 
typically made only a few trades, all of the same quantity, with the 
result that their ayer.1ge positions were exactly 1.0, 5.0, or 10.0 thou
sund bushels. Generally, they were e\'en more likely than other trad
ers to choose the long side of the market, amI they were more conspicu
ously unsuccessful in their trading. They probably included a larger 
proportion of inexperil'nced and uninformed traders than the other 
size groups, and their stay in the market was of briefer duration. 
There were differences between other size classes, but these differ
ences "were not the mune for trading in the different grains, and they do 
not present a simple pattern. 

TWO·DAY WHEAT CYCLES AND PRICE MOVEMENTS 

The period studied contained 2,705 business days. On the average 
there was tradin~ each day in three futures in each of the four grains 
studied. A complete analysis of the relation of trading by speCUlators 
in each size class a:nd. in each future to eyery price mOYement would be 
a task of overwhelming magnitude. Some aspects of the I-day cycles, 
i. e., in-anel-out trading, have already been discussed. To relate such 
in-and-out trading to price n:·oyements ,yoltld ha:ye required detailed 
information on the time dm·ing the trading sessions at which such 
trades were made and consequently was not feasible. "With respect 
to cycles of more than 1 day's duration, it was necessary to 1 imit the 
analysis to certaiu broad tendencies revealed by selected trading activ
ities. The following analysis therefore is confined to tradinO' and 

fJrice changes in the domin~U1t wheat futures and to trnding in~ycles
1aving two active days. 

The 2-day wIlcat cycles conf:isted of simple trades in which t1. posi
tion was accumulated on one clay and liquidated on some othel' day. 
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.....'J~\BLE 46.-Numbel' and percent 01 cycles, by grain, size 01 average position, and type 01 cycle 

• 
Gmin and sizc of IIvcrngc position (1,000 bu.) 'rotal l Long Short Profi tllble U nprofi table ~I 

~ WII~:A'l' N1Hllbcr Number Percent Number Percent Number Percent Number Percent1.0. ______ .•• _______________________________ • 
1.]-4.0_______ • _______________________________ 3,749 2,558 68.2 I, 191 31. 8 1,855 49.5 1,894 50. 5 

38,499 23, 655 61. 4 14,844. 38. 6 21,298 55.3 17,201 44. 7 ~ 
5.0__________________ ------------ ____________ 3,2(i7 2,294 70.2 973 29.8 1,640 50. 2 1,627 49. 8 til 

18,011 11,4'14 63.5 6,567 36.5 lG, 323 57.3 7,688 42. 7
5.1-9.9_________ •. ____________________________ 

10.0. 535 415 77. t3 120 22. 4 235 43.9 56.1 
~--~---.--~~---~~~~--~--~~-------~~--- 300 • 10.1-2'1.9.••• __ •.•• __ •. ___ • _____________ • ____ 9, 852 6,439 65.4 3,413 34. 6 5,606 56.9 4,246 43.125.0-4!l.!J._____ .•• _. ___________ ._ .•• ____ ••.• __ 2,109 1,333 63.2 776 36.8 1,173 55.6 936 44.4 ~ 

50.0-9!J.S... __ c .••• _ •••• _____ • _____ ._ •• _____ •• 813 486 59.8 327 40.2 436 53.6 377 46.4 Z
!:Jf1.9 IIlld O\'l'rc ,, __ ". __ "" _" • ____ • __ ••• ______ • 206 156 75.7 50 24.3 102 49.5 104 50.5 ... 

All I'j'e:eil______________________ ' _______ Q77,0'11 I '18,780 I u3.3 28,261 36. 7 42,668 55.4 34,373 44. 6 
Q 

... 
COliN1.0_____ . ______________ • __ •. __ . _•...... ____ ~ 1,55u 964 62.0 592 38. 0 815 52.4 741 47.61.1-4.1>.. _____ •. _____ ._.c 

~_ *~_.H ~~~_•. .-_ 12, u48 7, 008 55.4 5, 640 44.6 7,326 57.9 5,322 42.1 rn
5.0 ___ -... "'~--- .... -.... - - .... - ~ .. -" --... ". - 1,898 1,276 67.2 u22 32.8 1,024 54.0 874 46.0~ t:I5.l-n.!L _. _... , _ • _...... 

.~ - - - ~.- ~~-- 6,901 4,025 58.3 2, 87u 4J. 7 4, 073 59. 0 2,828 41.0 t".I10.0. ____ • ___ 0 •• • __ 0 ._. _____ 302 205 67.9 97 32. 1 162 53.6 140 46.410.1-24.9. _____________ .. ___ . ___ • _____________ 3,031l 1, 808 59.5 1,231 40.5 1, 787 58. 8 1,252 41. 2 ~ 
25.()-.19.!l. _______ 0_. ______________ ._. __ • __ ow. 595 352 59. 2 243 40.8 342 57.5 253 42. 550.0-99.8____________ • ___ . ____ • ______ ' _______ l8i) 101 56. 2 81 43.8 ]01 54.6 84 45.4 ~ 99.9 and over. _________ ., __________ • _________ 162 102 63. 0 60 37.0 66 59.3 :>40.7\ 96 o 

All cyel('s ________• _____________________ ~ 27, 286 15,844 58.1 11,442 41.9 15,u9u 57.5 11,590 42.5 .... 
("} 

OATS1.0__________________________________________ 
~ 

221 ]53 69.2 68 30. 8 111 50.2 110 49. 81.1-4.9 _______________________________________ ~ 1,432 1,042 72.8 390 27.2 755 52. 7 677 47.35.0 _______ . __________________________________ ~ 
879 u77 77.0 202 23.0 474 53.9 405 46. 1 t".I5.1-0.9..__________________________ • __________ 1,575 1,198 76. 1 377 23. 9 851 54. 0 724 46.0 
179 154 86. 0 25 14.0 72 40.2 107 59.8

]0.0________________________________________ 
10.1-24.9 _____________________________________ 

707 539 76. 2 168 23.8 357 50.5 350 49.5 

1 
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32 19.4 68 41. 2 97 58.8 
!5.0~19.9~____ • _. _. ______ -- ---- - - .---- - ----.-- 165 133 80. 6 

1.4 49.3 35 50. 7,0.0-99.8 ________________ •---- - -" - - - - - -- - -- --- 69 68 98. 6 1 34 
17 16 94.1 1 5. 9 9 52. 9 8 47.1 

}9.9 and over__ ---------------_--------------
47.9 ~ 24.1 2, 7111 52.1 2,513All cyclcs _________ ._ -- __ --.- ----------. 5, 244 3,980 75.9 1,264 

I ~ 
Ityg1.0___ .• ________________ • ______--- ___________ 43.1 207 56.9. 364 286 78. 6 78 : 21. 4 157 ~1.1-4.9 _______________________________________ 

1, 369 1,056 77.1 313 I 22.9 734 53.6 635 46.4 re5.0________ • __________________________ ______ 293 50.9 49.1~ 14.1 283576 495 85. 9 81 rJl41.15.1-9.9 _____________ • _______ •• _-------- -- - .--- 945 746 78. 9 199 21.1 557 58.9 388 
10.0_______ --- _______________________________ 85.5 16 14.5 49 44. 5 61 55.5 ~110 9410.1-24.9__________ • __________________________ 13.9 55. 6 250 44.4563 485 86.1 78 313 

60.3 31 39.7
25.0-49.9 ____________ ._ -._ -.-. -----.---. - ----- 78 68 87.2 10 12.8 47 ~ 50.0-99.8 _____________________________________ 49.3 35 50.769 53 76. 8 16 23. 2 34 C':l 

over_~99.9 and ____________• __________________ 2 1 50.0 1 50.0 1 50.0 1 50.0 

46.44,076 3,284 80.6\ 792 19.4 2, 185 53. 6 1,891 ~ All cyclcs _____ --------- --- --- - ----. --- 1 !a 
I!!l 

i For cach sizc group t.hc total is the sum of long plus short cycles; it is also the sum of profitable and unprofitable cycles. For each >-3 
sizc group thc pcrccnt.agc of long cyclcs plus the pcrcentage of short cyclcs neccssarily equals 100 and is not shown. The percentage of 
profitablc plus unprofit.able cycles also ncccssarily equals 100. ic 
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'l'ABU~ 47.-Pl'ofits and losses and 1n'ofit-loss mtios, by grain, size of average poltition, and type of cycle ~ 

- ~ 
Long cycles Short cycles All cycles

Orain and .size of average ~ 
position (J ,000 bu.) I 

I I]'rofits J~OSS('s )talio! I Profits Losses IllaUo! Profits Losses llatio! 

Wllt;A'j' Dol/ars Dollars1.0 ___ _ Dollars Dollars Dollars Dollars
37,105 116, 515 0.32 18, 772 23, 149 0.81 55,877 139,664--~~-------------------- 0.401.1-J,9 996,832 2,379,30] 

.31 6g,455 79,390 
5.0 ___ _.--~------~-~---------~-- .42 619,862 628,935 .99 1,616,694 3,008,236 .54 

---~-----~-------~-----. 
]50,518 478,662 .87 219,973 558,052 

~ 
5.1-9.0 J, 325,025 2,772,960 .48 686,16.1. 735, 164 .93 2,011,189 3,508,lU 

.39 
'----------------~--~---- .5710.0. __ ------------------------ 55, 759 20g, 910 .27 22,932 23,314 .98 78,69] 233,22410.]-24 .g----------------------- 1,732,666 3,802,049 .46 

.34 ~ 
735,417 760, 950 .97 2, -168, 083 4,562,999 .5425.0--49 .....8 __________________ ~ ____.9______ ----------------- 796,095 1,967,813 . 40 530, 274 435,861 1. 22 1,326,369 2,403,674 .55 o.50.0-9!} 500,802 1, 116,562 .45 322 330 o:I over ___________________ 274,370 1. 17 823,132 1,390,932 .5999.9 un 312, 748 1,374,0]8 . 23 123;023 43,824 ....2.81 435,711 1,417,842 .31 

['ot uL_____ .______________ 
5, 907, 550 14,217,790 .42 3, ]28,229 3,004,957 1. 04 9,035,779 17,222,747 Of) ~ . o~ 
~=---= - ~ COHN 

~ 

1.0 __ _ 10,497 29,2·J5 .36 8,599 7,896 1.09 1;:1 
-~~------.---~--------~- 19,096 37, 141 .51 t:'J1.1- 1.95,0___ _.~----------------------- 267,078 471,457 .57 216,051 23],499 .. 93 483,129 702,956 .69 
------------------------ 78,059 177,922 .44 43,347 56,479 .77 121,406 234,401 .52 ~ 5.1-9.9 ._----------------------- 402, 936 611,310 .66 278, 725 371, 809 .75 681,66110.0__ . 983,119 .69 
------------------------ 35, 688 56,673 .63 12,426 .65.9_______________________ 16,842 .74 48,114 73,515 ~ 10.1-24 .9 __________________ :.. ____ 507,444 645, 194 .79 276,475 346,687 .80 783,919 991,881 .79 >25.0-49 178,312 306,426.8_______________________ .58 119,863 157, 796 .76 298, 175 464,216 C.6450.0-99 99,414 161,866 ::t!:l over ___________________ .61 58,680 130, 735 .45 158,094 292,601 .5499.9 al 628, 238 378,402 1. 66 32,422 109,389 .30 660,660 487,791 1.35 o 

c::lo(aL ___________________ 2, 207, 666 2,838,4S;' .78 1,046,588 1,429,126 .73 3,254,254 4,267,621 .76 ~ 
::t! 
t;:j 

•
9 " 
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1.0•••• _. _______ _ I 1,161 2,848 .41 655 797 .82 1,816 3,645 .5oOAT ._--------_...\ .511.1-,1.9._____ • ___ _ 26, 270 62,54.6 .42 11,082 11,368 .97 37,352 73,914 
5.0 ____________._ 11,474 5, 743 2.00 35, 144 82,977 .42

23,670 77,234 .31::=::::::::==:1 .39 23,924 20,115 1. 19 95,247 201,063 .47 ~ 
5.1-9.9._______ 71,323 180,948po. ,---_ .... ------- 60,907 910.0_______ • __ • __ .16 2,325 3,287 .71 11,530 . 1 

.... _--- .. ---- ... - ... 9, 205 57, 620 ~ 
10.J-24.9________ _ 257,585 .29 26,648 21,947 1. 21 102,539 279,532 .3 ._--- ....... ----- ... - 75, 891 
 ~ 25.Q-49.9___ • __ --- .... --_ ... _------- 26,663 116,861 .23 .227,607 1.72 297,549 2333,923 ~ 50.0-99.8 ________ _ 45,247 111,020 .41 } 2 13, 105 f/l--- ... _--------""
99.9 and o\·er____ _ 12,534 98,435 .13 rp 

~---~------ ... -
381, 177 1,035,961 . a TolnL____ _ .30 89,213 70,864 1. 26 ~ .__ ..... ""--- ... - ...... - 291, 964 965,097 - - ~ 

nYE 2,559 .54 .5,014 17,714 .28 l".l
1.0. _- ". ___ • _• __ _ ..... _-------_ .. _- 3, 635 15,155 .24 1,379 

.55 C 
17,608 .86 83,335 150,758

1.1--4.!L••••• _ • __ • 68,273 133, 150 .51 15,062 g5.0_____________ _ .. -------- ... ---- .40 5,025 10, 215 .49 44,594 109,466 .41
39, 569 99,251 .. ------------- 230,057 .555.1-9.!L______ 106,874 204,417 .52 19,581 25,640 .76 126,455 

po __

10.0. ___________ _ -------_..... ---- 14,306 35,448 .40
13,961 33,366 .42 345 2,082 .17 ~ .. _- .... ------""--- 1.08 275,311 344, 704 .80 t!21O.1-2·UL. ______ _ 254,147 325,104 .78 21,164 19,600----_ .. - ... --_ ... - ... 22,095 .02 65, 102 77,726 .84.25.0....! 9.9__•_____ _ 64,651 55,631 1. J6 451 8 ... .,._ .... -- .. ------ ... 4,944 33,038 .15 116,698 294,642 .40 ~50.0 lind oycr __ • __ 111,754 261,604 .43------ ... ----_:- ~ 730,815 1,260,515 .58TotaL.___ 662,864 I, 127,678 .59 67,951 132,837 .51 _----- ... - .. ------ J 52 

C) 

1 Ratio of profits to losses. Z 
2 25.0 thousand bushels and oycr. C) 

~ 
Z 

~ c:: 
~ 
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~ 
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Excluding in-and-out cycles, speculators in the sample had 77,041
c~cles in wheat futures. Of this number 58,135 were 2-day cycles.u

'Ihus, the characteristics of a very considel'l1ble se~nent of the trading
in wheat futures by speculators in the sample wIll be revealed by an
eXIl,mination of the 2-day cycles. •Cycles in which tl'l1ding occllrredon more than 2 days, not covered in the following analysis, were gen
erally more complex. 'fhe results set forth below, therefore, are not
applIcable to the more complex trading activities.


The first question to be considered is the relation between trading
on a given day and the price change on the same dny. 'Were personsin the sample primarly movement traders, buying on rising prices
and selling on price declines, 01' were they price levels traders, i. e.,
"norm traders,' who tended to buy when prices fell and sell when
prices l'ose? '1'0 Illlswel' this question, the number of long and of short
cycles initiated was relnted to the change in price on the day the cycles
were initiated. 
 The measure for prIce change waS the differencebetween the price of the dominant future at the close of the day onwhich the cycle was initin,ted llnd the price at the previous clny's close.A broad l)i~ture of the results is givenin table 48. 

TABLE 48.-T'wo-day wheat c-ycZes: NolblnOer and pet'cent, oy dit'ecUonof 'initiating-<ia!/ price change al!(l type 01 cycle 

Price change I.ong Short 'rotal 

Increll5c_____________ Number Percent lVllmber Pcrcellt Number Perc~nt
Decrcu.se_____________ 13, i42 38. ,1 12,262 55.0 26,OO·l 44. 822,00-1 6l. 6 10,021 45.0 32,025 55.2

TotaL_________ 
::l5,746 I 100. 0 22,283 100.0 58,020 100.0 

• 
CYCLES INITIATED ON DAYS OF PRICE INCREASE AND DECREASE 

Of the 58,020 two-dll)' cycles initiated during the period of the survey, 35,146 \\'ere .long cycles and 2~,2S3 represented ShOlt Sllles.. Thelong cycles \\'el'~ in itilltcd primarily on days of price declines. Almost(j2 pe"Cl'1lt of the long (',Yc]C's WCl'll initiated on dnys on which the priceof the dominant future fell. A majority of the short sales, 5:', percentto be eXllct, WOl'e made on days on which pr.ices increased. These l'CsuIts indicate that there is a relation between the direction of initintingday price ch:mges and entry into the futures market Qf speculators illthe sample. The tendency of longs to buy on price declines and forshorts to sell on price rises indicates that trnders in the sample werepredominnptly price-level tradel·s. Longs tended to buy when pricesfell below levels which they consid(>l'ed propel', and shorts tended tosell when prices rose above levels which they thought appropr.itlte. 
,. ThIs total for 2-dul' ~'ycIes dIffers Slightly from two totals whIch will be presented later. One ot tho Intter Is the total of ;:;S,029 2-day cycles InitIated durIngthe snmple pel'iod, hilt \~xcIuding cy~'les inlUnted Pl'iOI' to Jnlluul'Y 1, ION, andliquIdated nftet· thnt date. The othol' is the total of ;:;8,116 2-(lay cycles whIchwCre liquillntcd !luring the snlllple period. '~hls total l~xclll(I('(1 cycles initiatedduring the Sl1ll1lllc llel'iod but lilluldlltcd on D('CClllbcl' aI, 11)32, (H' Inter. • 
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The purchases on price declines and the short sales on rising prices 
could h\\Ve been the result of orders entered at specified prices, i. e., 
"resting" orders), which were executed later when the prices indicated 
were reached. tiuch tl'lldes also might have been made by speculators 
who were watching the market closely, and gave orders to buY' or sell 
as It result of the price changes observed. In other cases the decision 
to buy or sell may have been reached as [l, result of deliberation over 
a period of time. 

It is sometimes suggested that many speculators read financial pages 
of newspapers or 1isten to radio market reports in the evening and 
place orders the next day based on the market action re~Ol·ted. It is 
of interest, therefore, to see whether the trading studIed here was 
noticeab1y affected by the price change on the day before the trading 
occurred. In table 40 the numbet·s of cycles initiated are shown 
classified by type of position and the direction of the price change on 
the preViOtlS day. No significant relation was found between price 
changes on the previous day and the initiation of 2-dllY cycles. It is 
true that the percentage of long cycles initiated on price declines, 52.3 
percent, waS slightly greatet· tlian the proportion of short sales madl!. 
on price declines, 51.4 percent. 'rhis difference was hardly large 
enough to be statistically significant, and in any event, not large 
enough to suggest the exist{;Jlce of an important relationship. 

T.\JlL1-; ,W.-'l'~l!o-day ~1l7wat cyc7es: NU7nVel' and peroent, by di1'eoUon 
o/Z)l'cl'io!ls-dCty 7n'ice cnange and type of oyole 

Prica ahnnga Long Short Total 

NumberTncrcnSQ, ____________ 17,05<t])ccrcasa______ •______ 
I 18,6!l2 

Percellt 
47. 7 
52.3 

Number 
10,821 
11,462 

Percent 
48.6 
51. 4 

Number 
27,875 
30, 154 

Percent 
48.0 
52.0 

-
'l'otnL________135, 7·16 100.0 122,2831 100.0 58,02!l 100. 0 

-
The relation which has been found between cycles initiated and 

the direction of price changes on the same d.ay is worthy of further 
inyestigation. Although the period covered by the survey was one 
which included a large variety of price movements in wheat futures, 
pI'ices at the end of the period were much lower than at the beginning. 
'1'0 determine the sign ificance of the predominantly downward price 
l1Iovement, the survey period was divided into two sections. The first 
extended from January 1, 1024, to Saturday, l\Iay 25, 1929, and in
duded 1;6:25 trading days, and the second from May 27, 1929, to 
December 31, 1032, a total of 1,080 trading days. The periods were 
divided at the, end of a week in which prices approximated those at 
the beginning of the survey period. In the first two trading days 
of January 1924:, the aVl'rage of the high and low prices of the July 
wheat future was approximately $1.0n per bushel, and on the first two 
days of the trading week of )Jay 20-25, 1020, the average for the July 
future was again approximntely $1.06 pel' bushel. The second period 
(May 1929-December 1032) was marked generally by declining prices. 
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At the end 0:( the survey period, the price of the July wheat future 
was about 45 cents per bushel. 

In table 50 the number of two-day cycles started on days of declining 
and on days of rising prices are shown separately for the periods from • 
Junuary 1, 1925, to May 25, 1929, and from May 27, 1929, to December 
31, 1932. Although there were substantial differences between the 
general mO\'ement of prices in the two periods, the proportions of long 
cycles initiated on days of declining prices and on days of rising 
prices ~v~r~ about the. same i~l each perio51. The p.roportion of l~ng 
cycles llutlllted on IH'lee declInes was 61.0 percent III the first J?erlOd 
and 61.7 percent in the second.> A significantly smaller proportion of 
the shorCcycles, however, was initiated on price increases in the second 
period than in the fit·st. The percentages were 52.0 and 57.0, re
spectively. 

'l'.\BUJ 50.-'1\vo-day 'Wheat oycles: N'umbel' arul percent for pel'iodsl 
{[nil III by di/'ection oj initiating-day price change and type of oyole 

J,ong Short 

PriCQ change Total 
l'criod I Period II Period r Perioll II 

-'~ ----_-~--- . . 

NUIII- Per- Nil 1It- Per- N1tIll- Per- NUIlL- Per- N1tm- Per
ber celli ber cent be/' cent ber cent ber cent 

IncrcasQ_ _ _ _ 7, 783 38. 5 5, 959 38. 3 7, 700 57. 0 4, 562 52. 0126, 004 44. 8 
DecrensQ____ 12, ,107 61. 51 \),597 61. 71 5,816 43.0 4,205 48. 0132, 025 55.2

1 
TotaL_-_ 20, 1901100. 0i15, 556 100. 0113, 5161100.018,767 100.0;58,029 100.0 •r 1 
I Period I (.Tnu. I, 1924-Mny 25, 1929). Period II (May 27. 192!)-Dee. 31, 

1(32). 

In view of the fact that price declines were relatively more frequent 
and t'xtensi\'e in the second period than in the first,it is of interest 
to examine the number of cycles initiated per day in the different 
price-change situations. This is done in table 51. An interesting 
point revealed by this table is that the longs were more active in 
the period of predominantly declining prices. They started cycles at 
an nvera~e rate of 12.4: per day in the first period, and at a rate of 14.4 
per day m the second period. The average nnmber of short cycles 
initiated, however, declined from 8.3 to 8.1 per day-a change of slight 
significance. It may seem perverse that a period of declining prices 
should stimulate buying, and vossibly dampen slightly the activity 
of short sellers. A possible explanation is that these traders were 
predominantly price-level traders, and declining prices meant that 
price levels were frequently being reached which seemed too low to 
the longs, nnd that situations in which shorts considered prices too 
high were l'elatively infrequent. 

~rable 51 also presents ratios comparing the Illlluber of cycles ini
tiated pel' day on price increases and Oil pdce declines. For ease 
in comparison, these ratios show for long and short cycles the ratio 
of the avernge number of cycles pel' day in the dominant situation to 
the nY('rage llmnber in the less characteristic situation.. These ratios • 
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are called ('dominance ratios." The stronger the tendency of traders 

• 
to .ini~iate long c:ycles on price decl~nes, and t? initiate short cycles on 
pl.·lce mcrea.ses, the larger the dommance ratio. In both per:IOds the 
dominance ratio was higheJ,' for lona cycles than for short cycles. 
:ijowever, the l'a.tio :for long cycles was'1ower in the secOlld period than 
in the first, (mel this was also true for short cycles. For long cycles 
it declined from 1.55 to 1.42, nnd for short cycles from 1.37 to 1.25. 
These differences are In,rge enou~h to be significant, but the reasons 
for the shifts shown are not apparent. 

TABLE 51.-1'wo-day wheat oycles: Nlt1i!oer initiated per day for peri
odsl mtd II, by di'rection of 'initiating-day tn'ice cll..ange amd type of

• cyole 

Period I (,Ian. 1, 192-1, to Period II (May 27, 1U29, to 
MIlY 25, 1929) Dec. 31, 1932) 

Pdce chauge Cycles initiated CycleI'! initiated 
per day per day

Days Days 

Long Short I.ong Short 

Number Number Number Number Number Number 
Illcrea~e 71)9 9~ 'I 9. (j 504 ll.8 9. 1Decreuse_____________ 820 15.0 7.0 576 16.7 7.3 

• AU cyrles ______ 1,625 12'.4 8. 3 1,080 14.4 8.1 
Dominance m.io 1_____ --.------ 1. 55 l. 37 --- ... _--- 1. 42 1.25 

I Hatio of average llumber of 10lIg cycles per day initiated on price decreases 
to number initiated 0\1 price increases, und thu ratio of average number of short 
cyclcs per day initiuted On price increases t.o n\lmber initiated on pricc decreases. 

CYCLES INITIATED, BY SIZE OF POSITION AND EXTENT OF PRICE CHANCE 

In the illvestigation of the relation of trading to price movements 
for traders wit.h different scales of tl'ading activity, it was necessary 
to group speculators in broader size classes than those used earlier in 
this study. The analysis in the pl'evjous section showed that there 
Wt\S It family resemblance in trading pattern a:nd outcome for specu
lators with iwerage positions of 1.0, 5.0, (mel 10.0 thousand bushels. 
In table 52 these traders ,vere therefore g\'oupecl together in a single 
class called, H:::ize class I." The other ,'ery small traders, with average 
positions of 1.1 to 4.9, and 5.1 to 9.9 thousand bushels, were included III 
n.. second gronp called "size class II." An the remaining speculators 
in the sample were included in a single categol'Y called "size class III." 
This class included a1l traders with average positions of 10.1 thou
sand bushels or mOl'e. It does not properly represent large-scale 
trading, but the differences between traders with a.verage positions of 

• 
10.1 to 2·t9 thousand bushels and those with smaller average })ositions 
seemed to be grea.tet than the diffe~'ences between traders with 10.1 
to 2,1.9 thousand buslu"s and those witlllargel' a.verage positions. The 
fact that the lower limit of the size class representlllg the la1'gest 

843297-19-8 
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traders in the sample is onJyl0.1 thousand bushels indicates that the 
statistical analysis in this study is an investigation primarily of the 
trading of small speculators. .• 

In table 52, the number of cycles initiating under different price
change conditions are shown for the three size classes just described. 
In their long cycles traders in size class I exhibit the tendency to buy 
on price declines more clearly than traders in the other two IJJ'ice 
classes, and there is no s$nificant altHation in this tendency bet-~Yeen 
the two time periods. ·.nadel'S in this size cl'lSS t\lso made a larger 
percentaO'e of their short sales on rising prices than did the other 
groups, but for all three classes this percentage was appreciably 

TABLE 52.-'l'1VO-dcty wheat cycles: Nwmber and percent for periods I 
and II, by majol' size cZass,l cli1'ection of initiating-day price change, 
and type of cycle 

Long Short 

l'Cl·iod I Pcriod 1I Period I Period II 
Size class and pricc -----chango 

Per- Per- Per- POl'
cent cent ccnt centCycles Cycles Cycles Cyclcsor or or or 
ratio ratio l'It tio ratio 

----- --~ 

Num- Num- J.lum- N1t1n-
Size class I: ber ber bar ber

Incrcasc __________ 841 M. 7 857 35. ] 787 60.,1 414 53.4 •J)ecrcasc__________ 1,585 65.3 1, 586 64. 9 523 39. 9 361 46. 6 

TotaL________ 2, ,1432,426 100.0 100. 0 1,310 100. 0 775 100.0 
---------------------= 

J)ominancc ratio 2__ 1. 30------ 1. 83 - ----- 1.62 ------ 1. 56 ------

Size class II:
Increase__________ 5,736 39. 1 4, 376 39. 3 5,678 56.2 3, 554 51. 7
J)ccreasc__________ 8, 937 60. 9 6,750 60. 7 4,428 4.3.8 3,321 48. 3 

TotaL ________ 14,673 100.0 11,126 100. 0 10,106 100.0 6, 875 100. 0 
---------= --- --= = 

J)ominance l'atio3 __ - -- --- 1. 51 ------ 1. 35 ------ 1. 33 ------ 1. 22 
------= ---

Size class IncreasoIII: 
1, 206 39. 0 726 36.5 1,235 58. 8 594 53. 2

J)ecrease __________ 1,885 61. 0 1,261 63. 5 865 41. 2 523 46.8 

TotaL________ 3,091 100. 0 1,987 100. 0 2,100 100. 0 1,117 100. 0 

J)ominance ratio 2__1______ 1. 511______ 1 1. 521------ -1.481------1 1. 30 

I Size class I, average positions (in thousand bushels) of LO, 5.0, and 10.0. 
Size class II, average positions (in thousand bushels) of 1.1 to 4.9 and 5.1 to 9.9. 
Size class III. averagc positions (in thousand bushels) of 10.1 or morc. 

o Dominance ratio fOl' long cycles is tbe number of cycles initiated per day on 
price decreases divided by the number of cycles initiated pel' day on price in
creases. For short Cycles, the dominance rntio is tbe n.l1mber of cycles initiated • 
per day on price itlereases divided by the number of cycles Initiate(} per clay on 
price decreases. Number of cycles initiated per day is shown in table 53. 
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smaller from May 27, 1029, to December 31, 1932, the period of pre
dominantly falling prices. There was no significant difference in 
the propensity of size classes II and III to buy long on declining prices 
in the earlier period, but this propensity strengthened appreciably in 
size class III during the second period. This size class had a slightly 
greater propensity to make short sales on rising prices than did size 
class II. 

F01' all three si>::e classes the contrast bet-ween the two periods is 
morc striking for the shorts than for the longs. A majorIty of the 
short sales of traders in every group were made on days of rising 
prices, but this characteristic situatIOn is much less strong in the 
s('cond petiod than in the first. In the period of predominantly fall
ing prices a considerably larger propoltion of the short cycles was 
initiating on davs of declining i)l·ices. Appilrently price-movement 
trading ns cont~'astell with price-level trading by shorts becomes 
relatively mOl'e important dur1l1g prolonged bear markets. 

The dominance ratios for the three size classes are also shown in 
table 52. These ratios were genel'tllly highest for the traders in size 
class I, and were low for size dass II. All size classes shared the char
acteristic of higher ratios for 10nfO' than for short cycles. '1'he two size 
classes of small-scale tmders ( and II) had higher ratios for the 
earliel' than for the later period. The trading behavior of the In.rger 
traders, howl:wer, diffcrccl from that of the smaller traders primarily 
in the failure of the dominance rntio for lon1? cycles to decline in the 
second period. The most striking fenture sllown by the dominance 
ratios is the strong tendcncy of the group of spcculators with average 
positions of 1.0, 5.0, and 10.0 thousand bushels (size class I) to exhibit 
the price-loyelreaction, buying long on price declines and sem;~g short 
011 rising pl'ices. 

A fUl'th('r l:itlldy of trading behavior in initiating tmdes may be 
made by relating the number of cycles illitiatcd to the extent, as well 
as the direction, of pl'ice changes. This is done for the three size 
classes in table 53. '1'0 the extent that traders at a given time have in 
mind price levels ,,,hich seem appropriate to them, We should expect 
the llumbel' of .long cycles initiated on price dcclines, and the number 
of short cycles initiated on price rises, to increase with the size of the 
price movement. 

In table 53 attention may first be turned to the 10110' cycles. Hel'e 
in the trading sample analyzed the characteristic b~havior was to 
initiate long cycle3 on pl'ice declines. The figures for cycles initiated 
pel' clay show that the greater tHe price decline the larger the average 
Illlmbcr or long cycles initiated pel' day. Only 2 exceptions to this rule 
are found in the 30 comparisons which may be made in table 53, i. e., 
comparisons between the average number of long cycles pel' day 
initiated on a smaller price decline and the avel'Hge numbei' initiated 
in the next class intcrval representing larger price declines. These 
2 exceptions fl1'e in the pl'ice decrease interval of 4 to 4% cents for size 
class I and size class III in the first period. 

In short selling also, characteristic trading behavior was stimulated 
by 1110re pronounced price movements. 'l'his tendency, however, was 
not nearly so consistent as for long cycles. In only 21 of the 30 com
parisons between adjacent price-change categories'in table 53 was the 
nnmber of short cycles initiated pel' day more for It greater price rise 
than for a smaller one. 
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~'l'ABLE 53.-Two-day wheat cycles: Total n11'1noe',. and n.ullwer initiated per day for periods I and II, by direction and ..... 
amount of p7'ice change on initiating day, major size class, and type of cycle o 

PRICE DECREASES ~ 
a 

Size class I Size class II Size class III All classes ~ ..... 

~ NumDate and price change Number of Cycles per Number of Cycles per Number of Cycles per Cycles per t%7ber of(in cents) cycles day cycles day cycles day day ddays 
E= 
t?'J 

Long 1Short 1Long 1Short 1Long 1Short I Long 1 Short. 1 Long 1 Short. 1 Long 1Short 1 Long I Short Q
--------------1---'---,---,---_·,---,---,---,---,---,---'---'---'---.-'---'---
Jan. 0-%1, 1 924-1Vray 25, I!)20: o

________________ _ o402 583 231 1. 45 0.57 3,304 I, 791 8. 22 4,46 635 330 1. 58 O. 82 11. 25 5. 85 .... 
1-1~L--- __________ _ 232 434 136 1. 87 .59 2, 640 1,380 11. 38 5.95 563 265 2.43 1.14 15. 68 7. 682-2% _______________ _ 109 260 89 2.47 .82 1,468 663 13.47 6.08 341 137 3.13 1. 26 19.07 8. 16 ~ 
3-3~_____ _ 35 127 24 3.63 .69 595 253 17.00 7. 23 130 60 3. 71 1.71 24.34 9.634-4%_______________ _ TJl27 79 29 2.93 l. 07 490 204 18.15 7.56 94 42 3.48 1. 56 24.56 10.19
5 and over__________ _ 21 93 14 4.43 .67 440 137 20. 95 6.52 122 31 5. 81 1.48 31. If) 8.67 t:l 

TotaL ___________ _ ~ 8261 1,5851 5231 1. 921 . 631 8,9371 4,4281 10. 821 5. 361 1,8851 8651 2.281 1. 051 15.021 7.04 ~ 
May 27, I02!J-Dec. 31, o 

]032: "i'.
0-%________________ _ 289 613 158 2.12 .55 2,413 1,287 8.35 4.45 410 196 1.42 .68 11. 89 5.68 >1-1% _______________ _ o194 575 131 2. 96 . 68 2,415 1,260 12.45 6.49 445 186 2. 29 . 96 17. 70 8. 132-2%_______________ _ ~63 247 44 3. 92 . 70 I, 156 470 18. 35 7. 46 243 75 3. 86 1. 19 26. 13 9. 353-3% _______________ _ 19 84 16 4.42 . 84 429 192 22. 58 10. 11 94 45 4. 95 2.37 31. 95 13. 32 g
4-4%_______________ _ 7 39 7 5.57 l. 00 175 70 25.00 10.00 38 16 5.43 2.29 36.00 13.29 t" 

,.:;5 and over__________ _ 4 28 5 7. 00 l. 25 162 42 40. 50 10. 50 31 5 7. 75 1. 25 55. 25 13. 00 d 
:l:l 

TotaL ___________ -'----s76 I, 586 ----a6i'~~ 6,750 3,321\11.725.7711, 261 ----s23~ 19 ~ 16. 66 ~ to: 

• 
 ,. ,; 



• • • 
_____ _ 

...'- ~ 

I'RlCE INCHEASES 

Jan. 1, 1924-l\Iay 25, H129:0-%_____ • ___ 0 373 339 240 0.91 0.6·1 2, 261 1,7!H 6.06 4. 80 439 378 1. 18 1.01 8.15 6.. 45 ~ 
1-1%._ .. ____ ,,_., -__ 230 266 260 1. 16 1. 13 1,659 1,862 7.21 8.10 374 412 1. 63 1. 79 10.00 11.02 
2-2U____ _ ... • _ -.- 92 106 135 1. 15 1. 47 839 937 Il. 12 10. 18 167 207 1. 82 2. 25 12.09 13.903-3J'_________ .. _. __ _ 50 62 66 1. 24 1. 32. 456 512 Il. 12 10.24 108 96 2. 16 1. 92 .12.52 13.48 ~ 
4-4*___________ _ 34 35 56 1. 03 283 331 8. 32 Il. 74 64 75 1. 88 2. 21 11.23 13.60 E;1. 6515 and over___ . __ .• _._ 20 33 30 1. 65 1. 50 238 245 11.90 12.25 54 67 2. 70 3.35 16.25 17.10 re ----,----,----,----,----,----,----,----,----,----,----,----,----,----,---- rn 

TotaL____________ 799 841 7871_1.051 .981 5,7361 5, 6781 7~ 181 7.1111, 20Gl1, 2351 1. 511 1. 551 9.141 9.64 ~ 
May 27, 1929-Dec. 31, rnI 

1!)32: . ~ 0-%_______ ... __ •. _._ 275 428 178 1.56 .652,063 ],515 7.50 5.51 327 242 1.19 .8810.25 7.04 
1-1*___ •• __ ._._ .. ___ 143 258 132 1.80 ..92 1,330 1,115 9.30 7.80 206 166 1.44 1.16 12.54 9.88 
2-2*________ .. ___ . __ 60 108 76 1.80 1.27 641 61510.6810.25 132 123 2.20 2.0514.6813.57 
3-3*________________ 12 32 16 2.67 1.33 141 ]29 11.75 10.75 27 23 2.25 1.92 16.67 14.00 I
4-4*______ ._________ 7 14 8 2.00 1.14 71 107 10.14 15.29 8 22 1.14 3.14 13.28 19.57 < 

t!l5 and OVCf_____ ••• -___ 7 17 4 2.43 .57 130 73 18.57 10.43 26 18 3.71 2.57 24.71 13.57 ..., 
:::lTotaL ______ . ____ I----w4857--:u:t1.7o~ 4,376 3,554 8.6HI 7.05 -wi1---w4""'"l.441 1.18·11.82 9.05 1; 
5'l 
C:J 

Z 
C:J 

~ 
S 
~ 
rn 
,....,....,.... 

http:1.18�11.82
http:I----w4857--:u:t1.7o
http:2.0514.6813.57
http:61510.6810.25
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A, :.-lmilar distinction between 10llO' and short cycles is found if the 
dominance ratios are computed. Computations for "All classes"16 
show that in both periods as price declines became more prOnOUllCI',tl 
tho dominance ratios for long cycles increased, except for the com
parison between price changes of 4: to 4~1g cents and changes of 5 
cents and O\'er. :For short cycles, however, as price movements be
come more pronounced, the dominance ratios decreased just as fre
quently as they increased. Trading against the current movement 
of prices ,vas the predominant trading pattern on both sides of the 
market, but was not nearly so definite for shorts as for longs. 

The most reasonable interpretation of the tendency to trade against 
the market-to buy on price declines and seU on price rises-is that 
the speculators exhibiting this behavior were price-level traders. 
'l'rading with the market t.rend, Oil the other hand, is not susceptible 
of a similarly unambiguous interpretation. Moyement traders will 
tend ~o buy on days of rising' prices, and to sell on clays of faUhlg prices. 
But lt cannot be nssumed that aU, Ot· eyen most, of those tmdmg in 
this manner are movement traders. neal or imaginary changes in crop 
conditions, in demand, or in other factors affecting the market, may 
Jead indiddl1al traders to re\Tise their opinions as to the prob:lble 
course of the market. A. considerable number of the tradet·s in the 
market may revise their opinions about prices at the same time. They 
may ignore the price movements of the day on which their trades are 
executed, 01' find in them nothing morn than confirmation of the 
validity of opinions already reached. Such trading Clnmot pt'operly 
be called !1l0\·ement tmc1ing. W"hi1e it is possible that persons trading 
in this manlll'l' may make new purchases in larger volume the greater 
the price increase, andll10re extensive short sales when price drops are 
more prollouncecl, this is certainly the type of behavior we should 
expC'ct from 1ll0\'C'lllcnt traders. 

ThC'se tendencies consistent with movement trading arc fOlUlCl in 
the data shown in table 53, but they are not as pronounced as the 
tendency to expand the scale of tmding Haainst the market as price 
rhanges incl'ea~e in magnitude. This is g~lphically shown in figurc
:W. whjch presellts the JltllnbC'r of :2-day wheat cycles initiated pel' day 
by aU traders fat' the entire pC'riocl studied. The progressive IHlture 
of the aycrage number of cydes initiated as the price change increases 
is morc definite for long cycles "with price decreases than with price 
increases. For short eycles this situation is rcversed, the expansion 
of trading is 11101'e pronounced for price increases than for price de
creases. But the fact that trading with the market mon·ment also 
shows signs of expan~ion with more pronounced price changes suggests 
that movement trac1l1lg may be of some importance. 

OUTCO)lE OF TR.WING: PRICE LEVEL AND :MO\·ElIIENT TR.WIXG PATTERXS 

Another question of considerable interest concerns the outcome of 
trading with the market as compared with trading ngaillst the market. 
Becaw:e of necesstlry limitations on the tabulating process, it was not 

,. The dOminance ratios (computed from table 53) arranged from small to large 
price I;'buoges for long ('yell's were. in the first period, 1.38, 1.57, 1.58, 1.04, 
2.10 anel 1.02, IIlId In the sl'com1 periNl, 1.1B, 1.41. 1.78, 1.!J2. 2.71 nnd 2.24. For 
short cycles thl'Y wrrl'. In thp fir~t pl'riod. 1.10, 1,43. 1.70, 1,40, 1.33 nnd 1.0T, and 
ill the sCl;'ond period, 1.2·.1, 1.22, 1.,tG, 1.05, 1.-17 anll 1.(4, 
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LONG CYCLES SHORT CYCLES 

PRICE INCA£ASES PRICE DECA£ASES PACE INCREASt:S PRICE DECAUSES 

20 

'0 - - 

o ,·t" 4.4" -.;'I 0. ••," ...... ~.., _" ,.., 
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F10URE 2{l,-Relutioll of numbel' of 2-day cycles Initlnted per ullY to direction nnd 
extent of price chunge, 

• 
possible to explore this question fully, Some suggestive infol'mation, 
however, was obtained. The total profits and the totallosses for each 
categol'y considered hel'e were not ascertained, but the net profits or 
losses on all the 2-day cycles in the given classification were computed. 
These net profit or loss figures can be made comparable between cate
gories by expressing them in terms of net profit or loss pel' bushel 
traded, The profit and loss figures pel' bushel are shown in table 54 
classified by the 12rice-movemellt situation on the clay 011 which the cycle 
was initiated. It is at once apparent from this table that the cycles 
starteclunder the circumstances which have been assumed to be typical 
of price-Ie\yel trading were more unprofitable than the cycles which 
werc started with trades in the same direction as the current market 
movement. This is true of every comparison between these twositua
tions shown in. table 5~L 

• 

Is it legitimate to conclude that movement trading is normally more 
profitable~r less unprofitable-than price-level trading1 Such It 

conclusion cannot properly be drawn from the dab! I)resented here. 
In the first place it should be remembered that much of the traBil1g 
which con rOt'IllS to what ha:; hel'e been callNl the movement trading 
pattern was undoubtedly induced by considerations other than the 
price movement of the clay on which the tmdes were initiated, and 
in many cases was the l:esult of orders placed in advance or in ignorance 
of such price movement. Furthermore, the price change was measured 
by the differences between closing prices. This would ordinarily 
mean for price increases that the price at the close was higher than 
the price at which many of the long purchases were made, without re
gard in either case to whether the trades 'were made according to 
the price-moyelllcnt or price-lesel pattern. And for price decreases 
it would mean that the closing price would be below the price at which 
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~TABLE 54.-Two-day wILeat'tljcles: Profit or lo~s l)~r bush~l !?r price-level !1md price-movemen~ tra4ing patterns in periods 
~ 

I a1ld II, by tY1¥ oj cycle and dtrect'Wn oj'tnttwttng-day prtce Citange,. and maJor 8t2'~ class ~ 

LIn cents per bushel] ~ 

Period I Period II I
Trading pattcrn Sizc class Sizc class 

~ Total Total 

I II III I H III E 
~ 

Pricc Ic\'c): ... 
I ..ong cycle initiated on pricc dccrcase ___ -2.11 -0.77 -0.62 -0.81 -4.84 -2.79 -3.22 -3.21 Q 

Q 

Short cycle initiated on pricc illcrCllSc___ -1.04 -.76 -.83 -.80 +.20 -.07 +.09 +.01 
Price movcment: 

I ..ong cycle initiated on price incrcllSe ___ -.63 +.07 -.13 -.06 -4.43 -1.73 -1.19 -1. 78 ~ 
Short cycle initiatlld 011 price decrellSc ___ -.90 +.43 +. ·iO +.39 +.81 +.94 +1. 54 +1. 19 

!Il 
---~~- ----- - ---~~ - --- ------------- .. --~ .. -.-.--- -~--.-- .. -~~-- .. -----~- ----~ 
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many of the short sales were ('xecutt'cl dliring- the day. In such situ
ations the trad('l's would haye an accrued profit at the close of the day 
on which the position was fil'st assumed. 'When it is recalled that there 
was it strong- tendency to tnk~ profits, it does not seem surprising that 
these cycle::; were 011 thl' Itrerage less unprofitable than those initiated 
against the cmrent Iwice 'll10\'enlent. 

To the extl'nt that the better showing of the pl'ice-mo\'ement pattern 
was due to price movel1ll'nts On the day tl'ndl's were initiated it might 
be l'xpectecl that the showing fol' such ('yell's would impron~ with in
~I'eases in the amount of thl' initiating-day price ('hange, Similarly 
It would be expectt:'tl that fOl' the pr1cl'-le\"el cycles the showing would 
be more un fayorabll' thl' gl'eatl'l' the amount of the current-day change 
in pI'ice, Figure 27 was d('signed to I)l'esent ('\"itlt'IH.'e on this point. 
For tIl(', period 'from .Jnnulll'Y 1. 19:2·1" to :May 2:;. 1D29, it does appeal' 
1l1at the c,Yeles initiated against the l11:tl'ket on till' days with' tlw 
la~'gest pl'iee ehanges w('re mOre unprofitable, For tll('. Inter peL'iod 
thiS R('eIllS to be Il'uP of shOit ('yelps IJtlt not of lOll!! c"c1es. 

In the BN'ond Ptll't of figlll'r 27 the net profit 'or 'loss per bushel is 
shown fo1' thp <''yell'S initiat('c1in u('eonlnn('C' with tl1e price-movement 
pattern, In this C(l:;e Oil the initiating dav price movements subse
quent to th(' l~xecl1tion of tratl('s WOllhflw n;or(' likely to be favorable 
th(' greatel' tl1(>, alllount of th(' price ('hangl'. Conseq'ilent1y we should 
('xpect l1('t 10ss(,5 1)('1' bushel to cle('line and net profits pel' bushel to 
i!H'I'ease with in('l'pasin!! net Chlll1gl'S in prices. There iB no clear 
eddenC'c that this is tlie ('llS(', altllollgh thE' 10ng cycles show some 
t(,I1<11'I1CY in the direction of the ('xp('ctecl putteI'Il (with the striking 
l'xception of the ]al'ge net los:; on pl'iC'l' increases of 4 to 4% cents per 
bushel in the period from May :27. 1929. to DN'l'mbel' 31,1932). 

Anolhl'1' contrast shown hy the data presented in table 54 alld fignl'e 
27 refl('('ts the differences between the price Rituatiom; in the earlier 
alld the later periods of the study, In the l'ar1iel' pel'ioel there wns no 
sif,!nifie:mt difTel'(,l1ce in the I'esllhs Oil the long and short cycles initi
ated according to the j)eiC'I'-le\'el tJ'adi ng patt('1'Il, and only a slig:ht ad
\'untagl' {m' l'o)lOl't (,W](,;:; initiated in aC'C'Ol'(lal1ce with thf' mOYl'ml'nt 
tnll1illg' pattprn, III the !X'I'iod of predominantly fnlling prices. ho"'
('\"cr. shm't ('\"('\es !!an' llllWll 11101'1.>. fa\'orable outcomes than lOll!!: cycl('s, 
Even uIH1(,l: SIl('Ii' fluspit'iou:> ('i 1'C'llmstances for the short Reller, tl11' 
;::hod ey('\('s init iatNl on dny::; of incl't'nsing pri('es on1," broke e\'en 
on balanC'e, 

LIQrm,\TtO:i 01-' Two·D.\)' WnEAT CYCI.ES 

SpeCUlators llave c1illiculty decic1inf,! '",I1('n 10 ('11\1.>1' the markl.>t, The 
q~te,stion of ",hl'l1 a ;:;pt'clllath"(\ eyele shoul<l h,e liqui<lnted is still more 
(hlhcult. Thl' ti';Ic1('I'110t ()Jll~' hilS to hazard a Jud!!ment as to the future 
COllrse of pl'i('('s. hut nbo 1l11lst make hi;:; d(,C'lsinn while fn('('d with an 
accrued profit 01' lo::~ at ~'uI'l'l'ni pri('t,::;. Eyidenre 11a::; already heen 
suhmilte!l whi('h show" that th(' :H'~'I'll('(l pl'ofit 01' 1M::; Rituation 11as 
all important pfl'ect Oil (h(' dN'isio1\, If::1 pI'ofit i::; a\'nilnbl(' tlwee is It 
tl'ndl'l1cy to liquida!.!', 'I'll(' s]1{,(,tIla.tot, [.)cNl witll a loss i::-; (lisposed to 
postpOlll' liquidaiion. \\'ith tIl(> l'PSIIIt thnt lilt' ayel'H~e <llll'l\tioll of 
IIllpl'ofilahh' I'Y!']!';; is longl'I' th<lll till' aYl'l'Hge tllll'ation of pl'Ofitab1l' 
l'y('1p~. En·ntllall~·. hoWPYl'1", nll ('~'('h's tll'P liqllidat('{l. nnd it is of. 
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PRICE LEVEL TRADING PATTERN 
UlIITS,.. •PERIOD I (JAN. I. 1924· MAY 25. 19291 PERIOD n IMAY 27. 19~· DEC. 31 19321
hlS..[ L 
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PRICE CHANGE ICENTS PER ElUSHEU 

FIGURE 2;.-Net profits or losses per bushel on .2-dIlY wheat cycles tor different 
trading patterns and amount of Initintillg-day Ill'ice chnnge. • 
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1l1tl,'rest to see what the price situations arc under which liquidation 
takes plnce, 

In table 55 the number of the !3-dny wheat cycles liquidated is re
lated to the direction of price movement on the duy of liquidation, A 
lIIajority of the long cycles were liquidated on days of rising 1(rices, 
and fl cOllsidet'llbly larger Ilu\jority of the s110rt cycles Wel'e liqUldated 
Oil days of fulling prices, Thel'c waS It telldency for traders to close 
out thei \' trades on days 011 wh ich the net price movement was fllvor
able for the position held, For a majority of the cycles, 1l11lrket con
ditiolls wet'e impro\'ing on the clays the cycles were liquidated; profit
able (~ycles were showing Illr~er accL'lled l)L'ofits, and uccrued losses on 
unpL'olitilble cyeles were declining, 

His not easy to associute these results with It simple pntleL'l1 of 
tmcling behavior, If t11('ir expectations remailH!(lthllsallle.pl.i(.c-level 
tl'lldel'S would be expected to terminate their profiblble cycles when 
prit'es reached the levels anticipated, This would accord with the 
t('lIden('i(>s shown in tabla 55, Such traders would pl'es1l1l1ably close 
Ollt un!lrofit:\,ble positions wl.t(>n they became cOllvinced that their 
Pltl'1ier estillJ[t\es w(>rc Wl'on~, This cOIl\'idion might be reached with 
little Ot' no reference to the ClllTent pricc dUl1\ge, bnt ~encrally 1\' dRY 
of ad n:)n,R\ price nlO\'ement seems to be the likeliest time for such a 
change of mind, :Mo\'ement trud(>l's, on the orhet' hand, might be 
('xpectcc1 to liquidnte their profitable trac1(>s on adverse price move
ments, They would presumably clo::e out their unprofitable cycles 
as soon as thl'Y :tn' WIlling to coI1c'('t\c that they lUlYe misjudged the 
lII!lrk('t. Hero a~ain fUIC\t it (iN'blion is 1110:;t likely to be made on 1\ day 
when the 1>ri('(' \fIo\,(>llwnt is in the opposite diL'ection to that expecte(L 
These (L pl'im'i assumptions liS to trading behtn'iol' do not fit well into 
the observed pattct'n with it-s ('mphusi::; on liquidation On dllys of 
favorable price mo\'ements, 

T,\IIL!-, 5f;,-7'u'o-(/a,lj ll'ltmt (',11I'll'sliquit/atccl: Xumbcl' WI(l percent, by 
dil'N'lio/t of lifJuidatilta-da!J tn'icc ('/Lanae ami type of cycle 

Price chnng!! 1 Long , sh~:I':~---'I----;:~l --
._,,,,_.•_- Xllmb!'r I f>('ra~~I,Y~ll/Iber i Perrelli - Nlllllbcr Percellt 

[- _____ ~,I.JI)(-,~'I -') l I ,,',138 1- I'> I '>8-', 00-()! ',1>18 ~I1CrN1se.8---·· ·1l I' '. 0_,' I) ;-,'
])\'cr('II:l{', ••_. ________1 [G, S7S, 47.0 ]2,813 I 57, (\ 20,OOl! 51. 5 

TotnL____ .. -\ 3;>, ·H5 ,··10()~Of22.2511~lo0~O·157, G!)(j I 100,0 

.,- "'-'.'"--''' 

FUl'ther annlY!'is of the liquidntioll patteI'll is presented in tllble 5(;, 
in which it distinetioll is dmwn between cycles .liquidated before and 
II ftc I' May 26, HEW, The tendency to liquidate on days of favornble 
price 1ll00-(,l11ents wa:i still present for short cycles, but for long cycles 
was found only .in tlte IWl'ioll prior to :May 26, 1020, After that date 
tllC'I'C waS IlO signf1eallt relationship between the number of long 
(',y<'ll's liquidated and the (\h'(>ction of price change, This indicates 
that thcl'e al'e, market ('onditions 1111(lel' which the generally pl'evail
ing putlel'n does not hold, The ppl'iocl from May 26, 1020, to D(>celll
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bel' 31, 1932, Was OIHl of 1l1'ctiQIIliwUltly falling' pricos. Possibly t,he 
departure from tile general pattel'll shown fOL' thispcriod WitS dlle to 
the genel'lllly lllrfn\'ol'able ('ollditions for IOIl¥s.F'avomble price 
movements did not disturb the pattcrn for liqUldMion of short posi
tions, fOL' the clitl'el'ences in the Pl'OpoL'tions of short cycles liquidated 
in the two price ehung.; situations wel'l' not significant. 

'l'A81~E 5G.-l''loo-day '107Leat cyelesliqlticiate(l: N'IlmOel' (lmZl)el'cent for 
periods I allll II, by direction of liquidating-day 1n"ice olwnge and 
tY1H) of cycle 

Price change L.~_.- .'w Long -l!____s_h...,o_rt____1 Total! Period I : Period 11 I Pcriod I I Period II 
____~__ 1 ; 

- .. 1.'~~'::~';';:;: .YUIII-l' Per- 'N'i//I- i P:i.\'11 /II-~. per-\ NU/II- Per
ber " cellt; ber cent ber I cellt I ber I cellt ber cent 

Increase_____ 10, !l72j 54,5, 7,505; 49, OJ 5,770 42.8;3, 1i02' 41. 828, 005 48,5 
Decrense_____ 0, loiS ,15.5 7,7301' 50.41 7,713: 57.2:5,1001 58.229, 1i9) 51. 5 

~'~tjL:~~.-=;20, 1201~0' 0,15. 325100. o:~~jwo.o\S,762lloD.O';57,600loD.O 

LIQUIDATION OF PROFITABLE AND UNPROFITABLE CYCLES 

Fudher annlysis of the situatioll with respect to long cycles calls 
for an examination of the liquidatioll pattern for profitable and 
unprofitable trades. Snch an examinatioll is madopossible by 
table 57. In this table {he, liquidatioll J)Httern is shown separately 
Jor profitable llnd unprofitable cycles, an it is discovel'ed that there is 
a remarkable uniforniity in the proportitons of long cycles liquidated 
uucleI' the (li1l'erent peke conditions, both 1'01' siilo classes and for the two 
difl'erent time peL'iot!s. It 1s true that in the second period, It slightly 
smaller proportion of the profitable long cycles were liquidated 011 days 
of increasing Vriees, b.ut thi~ djjrerel~<:..e .does Hot alter t1~e geJ:el'al pic
ture. The dltleren('c .found 111 taLIi')1 IS clendy due pl'1mal'lly to the 
difl'er('nce in the IIlllnbl'r of profitaLle long cycles in the two periods. 
Prior Lo May 26, 1!)2!), thl're wel'e 1l,f}!)U profltnble long cycles and 
S,121 unprofitable long cycks. In this period, then, 5f}.6 percent of 
the long cycles were profitable. In the Inter period only 7,285 of 
the long c'vell'S were profitable, while 8.040 resulted in lOSses. The 
p(,!·cenfage of profifable cycles declined to 47.5. Since profitable long 
c'ych's were Jiquidatl'tl 011 days of rising prices in :L ratio of better 
than 2 to ], und loss cycles were liquidated on days of falling prices 
in approximately the same ratio. this decline in the proportion of 
profitable cycles \'esulted in the disnppear:mce. of the balance in the 
direction of liquidation of long cycles on days of rising prices. 

The :t;ayornble conditiol1R fOI' shOl·ts during the second period did 
not lead tOll. similarly striking change in the number of profitable as 
comp!u'Nl with unprofitable cycles. The proportion of pl"Ofitable 
short cycles incl'em;ed from G1.5 perc.cnt to 68.0 perC'l'nt, a shift which 
did not I'e;;nlt in :m important chunge in the general liquidation pnt
t('rn for short cycles. 
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'!\\IU,g 57.-'1'wo-day wheat cycles liquidated: Nmnoel' ana, percent of t>-rofitable and 'll1lprofitable cycles lor lJe;'iods I 
(Llld 11, oy type of cycle, direction of liquidating-day tn-ice c/tange, and 1llajor size class 

~ 
]lcriod I Periot! II 

~ 
)lay 27, 1929, to Dec. 31, 1932 

pricc change , _ . QTypp ofc)'cle tllld I .1un. I, 1924, to .:'Iru), 25, 1929 

UJ.... 
m __.• Size class 1 Size clnss IT _~iZC cllL~S IIll~ot~~I~~~l Size clllss n Size clnss lIT Totnl 

~. 
ml'rOtiLnbIC.: NIIIII- Per- 1',111111- Per- 1\"IIII-l! Per- ;\'/1111-1 Per- NUIIl- 1 per-I' NIIJII- Per- N;ulII- per-. NUIIl- Pcr

1 I 
'"C

LOIlp;: ber cent ber CCllt ber cellt bcr I cent ber cent ber celli ber CCI/t ber cellt m 

lncrC:lSe~~ 916 71. 0 0,090 69.3 1,4]4 74.1 8,4201 70.2 584 66.21 3,047 67.3 703 71. 7 4,934 67.7 

J)ecrcnse__ ~~ 2,700 30.7~L_:~": 3,573L.=~~1 33.81.27751~ 278~1~~ 


'l'otnL__~, 290 100.0 8, 8~1100. 0 _,~~?~71100. 0:~!...9!9L!~~..?I~L~~~, 5, 422/100. 0L~I~l 7, 285 100~ 
m 

Shotlcrellse__ 29.9~-~'~541 29. 8 ~~~~t-~5. 4 -2~1~~j-29. 01 1621~11~41211~]--~11-:'~~ 1,782 ,.:; 

Dccreuse__ 537 71.8 4,304 70.2 996 74.01 5,8971 7J.0] 353j 08.5 3,268 (i!l: 8j 550 72.8 4,177 70. I ~ 
TotnL_ 748 100.0 6, 218 lOo.O1, 330 100.0 S. 302 100. 01----si51100. 0 4,(80)100.01-7641---;00.0 5,9591100.0 ~ 

Unprofitnble: ======--===1'====1'----=·=·=· o 

ZLong:
IncrCllse~ _ 373 32.4 1,813 31. 4 300 30.4 2,540 31. 4 514 34. 8 1,8281 32; 7\ 319 32.8 2,601 33. 1 o 

:::I:lDecrense__ 779 67. 0 3, 970 68. 0 826 69. 6 5, 575 68. 6 963 65. 2 3, 762 67.3 054 67. 2 5, 379 66. 9 2
TofaL_ 1, 152 100. 0 5,783 100. 0 1, 186 100.0 8,121 100.0 1,477 100.0 5,590\100. Ol-m 100.0 8,040 100.0 

============'==1 = ~ 
Short: 

Increasc__ 364 65.2 2,498 64.6 509 66.5 3,371 65.0 166 03.411,488 67.91 226 64. 4 1,880 67.1 :3 
;]

• Decreasc__ ~~~~~~I~~~~.l~~~~!~~ m 
TOLaL_ 558 100.0 3,804 100.0 765 100.0 5,187 100. 0 262 100. 0 2, 1901100. oj 351 1.00.01 2.81)3 100.0 .....1 ..... 

(.CI 
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Table 57 revetl.ls that when tho liquidation pattern is analyzed in 
terms of the outcome of trading, it is remarkably uniform for the 
major size classes, and for the two time periods. The percentage of 
profitable long cycles liquidated on days of i[)rice increases ranged from 
66.2 to 74.1 i while the. percentages of unprofitable cycles liquidated 
uncleI' the same type of price chan~e varied from 30.4 to 34.S. From 
68.5 to 74.6 percent of the profitable short cycles, nnd from 32.1 to 
36.6 percent of the unprofitable short cycles, were covered on days when 
prices declined. . 

It may be recalled that no significant relation was fOllnd between the 
Ilumber of cycles initiated and the direction of the price chnnge on the 
pl'evious dtty.17 An examination of the relation between the number 
of cycles liquidated and the direction of the price change on the pre
yiOllS day iHdieates that there was a significant relation of the Same 
type tiS thnt found for changes in liquidating-day prices. Longs 
tended to liquidate their unprofitable cycles on days following declines 
in the mal'ket, und their profitable cyclf\s on days following r>i'ice rises. 
lfol' shorts tho situation was r(wersed. Confirmation of these state
lIlentsis fOllnd h table 58, in ,,·hich the llumber of 2-day wheat cycles 
Iiqllidated .is related to the direction of pri('e changes 011 the previous 
busltH'sS day. The results aro quite similar to those shown in table 57 
1'01' the relation of liquidation to the price change for the liquidating 
dny, Table fiS shows a uniformity of reaction for traders of different 
~i:l~ dasseR, and for the time perio'ds before :lnd after l\fay 26,1929. 

The tend('nt~y for liquidation to oe('lIr according' to the patteI'll de
~t'l'ibed abo\'(', however, waS somewhat less strong in tlle comparisons 
shown in tnble 58 than in those shown in the prevlolls table. This was 
partieularly trill' of proHt~lble cycles. If the two periods shown in 
table 5j' arc ('ombined it will be fOllnd that (j9,3 percent of the profit
nble long c.\'('les were liquidated on days of rising prices. Combining 
the two perioclsin table 58 shows that 62.± percent of the profitable 
long cycles were liquidated. when tho price had increased on the previ
ous day. Of the profitable short cyclC's in the two periods combined, 
70.6 percent wl're liquidated on days of fulling prices, and 63.9 percent 
on days following price dec.lines. 'rho c1ifl'l'l'ences are not as great 
for the unpI'ofitablo cyelos. The percentnges wel'e (i7.S a,nd 66.1, 
l'('spe('ti \,p1y, for the long cycles liquidated on days whell prices de
dined, and on d;lYS after price declines. The corresponding figures 
{Ol' shol't cycles relate to covering when prices were rising, and were 
65,7 percent for liquidating-day price changes and 63.'1101' previous
day price changes. 

One of the difliculties in interpreting the results described above 
is that they reflect not only the trading behavior of speculutors in 
the sample; but also the. effects of price movements on the profitability 
of positIons held. If traders liquidated a constant nnmber of cycles 
each clas we should expect that more than haH of the profitable long 
trades would be closod out on days of rising prices, because with rising 
prices a larger and larger proportion of the long positions held show 
profits. Ilt a similar 'manner during price declines it becomes less 

11 lt Is possihle thut sip;niticunt relntions would have been found if profitable and 
nll()l'otl(able cycles hnd bee!! stlHlled sepamtelr. ns wns clone for lIquldntion. 
LimltlltIons Oll the tabulating process precluded such a study with respect to the 
Illltlntlon or 2·day cycles. 

• 


• 


, 


• 


http:revetl.ls


• • • 

------ ------------ ------

------ ------ -----------

------------------------------------------------

---

•# ... 	 ,.; .. 

TABL}~ 5S.-1'11.'0-day wheat cyclesliguidated: Number a7ull)(?}'ccnt of l)l'ojitable and unprofitable cycles for pel'lods I ani/, 
• II, by typc of cycle, dh'ection vi pret·iO'ltS-day price cltange, and l1tajor size class 

Period I 	 Period II ~ 
Type of cycle and JUIl. 1, 1924, to May 25, 1929 	 May 27, 1929, to Dec. 31, 1932 ~ -,"-.- __ .... ___ .•_, L,_...",.-........
price change 	 "'--', 

Size class I Size cluss II Size cluss III Total Size class I Size class II Size class III Total 	 ~ 
UJ.... 
UJ 

}'lWFITABLE N,,,,,·i P".·· l 	 ~ 
Num-'! Per- NUlII- ~ Per- lVulII- Per- Num- Per- ""Tum- PeT- Num- Per- Num- Per-

Long: OCT cent beT cent ocr 1 cent ber cent ocr cent Ocr cent ocr cent ocr cent 
t".l 
~ 

Increase •• ____ 809! 62.7 5,391 i 61. 2 1,153, 60.5 7353 61. 3 528 59.9 3,526 65.0 617 62.9 4,671 64.1 oDecrease______ 481 37.3 3,411 38.8 75'11 39. 5 4, 646 38. 7 354 40.1 1,896 35.0 364 37.1 2,614 35.9 c::: --------_·------1--- ------ ------------ t"' 
TotaL______ 1,2901100.0 8,802 100.0 1,907 100.011,9991 100.0 882 100.0 5,422 100.0 981 100.0 7,285 100.0 	 ~ 

~ 
Short: t".l 

Increase. _ . __ . 2611 34.9 2,218 35.7 573 429 3, 0521 36.8 186 36. 1 1,636 35.0 281 36.8 2,103 35.3 1-3J)ccf('nsc__ • ___ 487 65.1 4,000 64.3 763 57. 1 5, 250 63. 2 329 63.9 3,044 65.0 483 63.2 3,856 64.7 i! 
'1'otnL. _____ ----USl ]00.0 	 '=' 6,218 100.0 1,336 lOO. 018, 3021 100.0 515 100.0, 4, 68~ 100.0 764 100.0 5,9591100.0 Z==._---------==='= 	 ---:=1=--1---:- o 

UNPROFITADL1:: 

Z 
Long: I o. Increase _____ • 354 30.7 1,914 33.1 403 34. 0 2, 671 32. 9 483 32.71 1,876 33.6 2,706 33.7 ::a

Decrease______ 	 >69.3 66.9 783 66. 0 5, 450 67. 1 67.3 3,714 66.4 ~626 35.7798 3,869 	 994 64.3 5,334 66.3 
------------------	 ------------ Z

TotaL______ 1, 1521100. 0 5,783 100.0 1, 186 100.0 8, 121 100.0 1,477 100.01 5,590 100.0 973 100.0 8,040 100.0 	 ~ 
=,=== 	 ------------ c:::== 	 ------ ,.:;Short: ciIncrease. _____ 367 65.8 2,442 63.2 481 62.9 3,290 63.4 175 66.8 1,377 62.9 224 63. 8 1,776 63.4 ::a

Decrease._____ 191 34.2 1,422 36.8 284 37.1 1,897 36.6 87 33.2 813 37.1 127 36. 2 1,027 36.6 !!! 
UJ 

TotuL______ 558 100.0 3,864 100.0 765 100.0 5, 187 100.0 262 100.0 2, 190 100.0 351 100.0 2,803 100.0 ~ 
l\j 
~ 
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anclless likely thilt long (·ycles will b~ liquidated at a profit, ant! con
sequelltly we should expect that most lUtpl'ofitabte long cycles would 
be liqui(lated IInclol' such condit-iolls. A similar situatlOll exists with 
respect to tho short pm;itions. A cornplete solution of this difliculty 
would require 1ll01:e elabomte trnnJysis than is possible here. 

Some further insight may be gained, however, fl'om n. more detailed 
examination of the conditIons under which liquidation takes place. 
Since this analysis continues to distinguish between profitable and 
unprofitable cycles it should be ke,?t in mind that with rising prices 
an il1cr'?ttsing P1'opOl'tion of the long cycles in the market show accrued 
profits, and more and morc of the short cycles hn,ve accrued losses. 
'With declining prices the situations for the longs and the shorts are, 
of course, reversed. The da.ta to be presented reflect these facts very 
cloarly, but it is also certain that the liquidation of positions does not 
occur in a chnllce mallner, and consequently imbedded in the data are 
the effects of the trading behavior of the individual speculators. 
There al'e in all probability common pattel'l1s of trading behavior, 
llnd it is possible that some traces of such patterns can be discerned. 

CYCLES LIQUIDATED IN RELATlON TO THE EXTENT OF PRICE CHANGE 

Future,;; markets typictLlly are markets in which price changes are 
frequent, but usually l'e1tttively small. "\Yith respect to the sample 
period, this is h1C1icatec1 in table 50, in which the trading days are 
classified according to the extent of the change in price of the donJ.i
nunt wheat future. 'rhel'e were Gcl:S days on which prices increased 
by less than 1 cent l1, bushel, and only 27 c1a,ys on which there were 
price increases of 5 cents 01' more. Decreusing prices of less than 1 

TABLE 59.-1'1.oo-day 'wheat oyoles liqu:idate(£.: Tota.l nWlnber and nU'ln
oer pel' day, by ail'eotion c£ll(l (anmmt of liquidattng-aay pI·ioe
ohange, (lll(l type of cycle 

Long ~hort 

.
1'r~co ch~nge . ~\~I~i ProfiblbJe IUnpmiitable 1'l'oii table UnprOfitable 

III cen s clays ---..--~ --. 
Num- 1)er Num- PCI' Num- PCI' Num- Per 

bel' day bel' day bel' clay bel' day 
-_. 

Increase:0-%________ 648 3, 851 5.94 2,567 3. 96 2,182 3. 37 1,529 2. 361-17i_______ 373 '1,093 LO.97 1,577 '1. 23 1,213 3. 25 I, 524 4. 092-2%_______ 152 2,654 17.46 667 4. 89 507 3. 34 1,048 6. 893-3%_______ 62 L, 148 L8. 52 206 ·3.32 170 2. 74 491 7.924-4%_______ 41 906 22. 10 127 3. 10 69 1. 68 350 8.54
5 and over__ 27 708 26.22 63 2. 33 46 1. 70 309 11. 44 

Decrease:0-%-_______ 691 2,912 4.21 3, 512 5.08 3, 033 4. 39 1,270 1: 84 
l-U~_______ 426 1,999 4.69 3,341 7.84 3, 351 7.87 874 2.05 
2-2~~--- ... --- 172 520 3. 08 2, 186 12.71 2,075 12. 06 310 1. 803-37s_______ 253 773 14.3154 4.60 691 12.80 156 2.89,"-4%_______ 3'! 159 ,1, 68 543 15. 07 463 13.62 74 2.18
5 and ovcr__ 25 72 2.88 599 23.96 461 18. 44 55 2.20 
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cent occuned on 691 days in the sample periodl but price declines of 

• 
5 cents or more in a single day occurred only 25 tImes. 

Although net price changes in a single day are typically small, 
futures trading exists only because of price movements; is stimulated 
by large price changes; and is dampened by price stability. Conse
quently, it is to be expected that the number of cycles liquidated per 
day would incl'ense with increases 1Il the extent of the price movement. 
In table 59 the number of 2-day wheat cycles liquidated is related to 
the direction and amount of price change in the dominant wheat fu
ture on the day the cycle was closed. 

Examination of the table indicates thnt in certain situations the 
number of cycles liquidated per day increased consistently with each 
increase in the size of the price movement. This is clearest in the 
situations which may be termed "regular": Profitable long cycles asso
ciated with rising prices, profitable short cycles with falling prices~ 
unprofitable long cycles with falling prices, and unprofitable short 
cycles with rising prices. In each of these situations It larger price 
change is associated with a larger number of cycles liqu.dated pel' day.. 
For long cycles the progression is :hom 5.94 profitabJe cycles pel' day 
for price increases of less than 1 cent to 26.22 cycles per day when 
1)1'ice chnngcs amollnted to 5 cents or more. For unprofitable long 
cycles and declining prices the range was from 5.08 cycles to 23.96 
cycles pet· clay. Profitable short cycles liquidated progressed from 

• 
4.39 pel' day fOl' the smallest price-drop category to 18.44 for the 
largest. Unprofitable short cycles were liquidated at a rate of 2.36 
pel' day when price increases were less than 1 cent per day, but at a 
rate of 11.44 when price increases amounted to 5 cents or more on a 
single day. These fignres indicate that there WIlS a strong tendency t(} 
liquidate profitable cycles while profits were increasing, and unprofit
able cycles when losses were growing. 

In contrast to the foul' situations described as "regular" above are' 
the foul' situations which may be termed "Ilnomalous." These are:. 
pJ'ofitable long cycles liquidated on days of falling prices, profitable· 
short cycles closed out on days of rising prices, unprofitable long cycles. 
liquidated on days of increasing prices, and unprofitable short trades: 
covered ,,,hile prices wel'e fulling. These situations are caned anoma
lOllS because the current price movement tends to reduce the number 
of positions in the market which fan in the specified. categories. 'When: 
prices are falling, profitable 10nO' cycles and unprofitable short cycles 
are becoming fewer and fewer. Similarly the unprofitable long cycles 
and profitable short cycles tend to disappear when prices are rising. 

It is also to be expected thlLt the greater the price movement the· 
fewer the number of traders to be fOllnd in one of these anomalous posi
tions, and consequently the fewer the number of cycles liquidated. 
Examination of table 59 will reveal that there is no uniform pattern 
of this type. There is some evidence of the expected progression in the· 
case of profitable short cycles liquidated on days of rising prices. In: 
this case the number of cycles liquidated declined from 3.37 per day 
for price increases of less than 1 cent to Vi8 per clay on days of price' 
rises of 4 to 4% cents, and to l,~{O when price increases wel'e 5 cents 

• 01' more. In two of the other thl'C'e anomalous cases the lowest rate 
of liquidation occurred on clays of price changes of 5 cents or more
but therC' was little othel' evidence of the expected pattern. 

t 
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Some inferences with respect to trading pattel11s mrLy be derived 
from table 59. If cycles were liquidated on a. chance basis we should 
expect a positive progression in the number of cycles liquidated per 
day in the. regular situations, and a negative progression in the anoma
lous situations. The positive progressions actually found were more 
pronounced and the negative progressions were much less evident than 
normally would be expected. This suggests that there was a liquida
tion pattern in which traders tended to cut profits and losses when they 
were increasing, but refrained from closing out either profitable or 
unprofitable trades when price movements were t~nding to eliminate 
the accrued profit or loss. 

In table 60 a comparison is made between cycles liquidated and price 
movements on the previous trading da.y. In this case the expected 
progressions are again found in the. regular situations, although they 
aJ;e somewhat less pronounced md consistent than in the comparison 
with liquidating-clay price changes. The results in the anomalous 
situations were even more ambiguous than those shown in table 59. 
In only one of the foul' cases was the smallest number of cycles liqui
dated per day associated ·with the largest price change, and in no case 
was there more tlltlll t1, snggc-stioll of It negative progl"c-ssion. These 
results tend to confirm the conclusions drawn from the data shown in 
table 59. If the effect of the previous day's price movement was to 
reduce either a profit Ol' a loss there was much less disposition to liqui
date than if the effect was to increase the accl'ued profit or loss. 

TABLE 60.-T1.vo-day 1.vheat cyclesliqllidated: Total number and num
ber PC?' day, by di1'ection and mnoltnt of p1'evi01ls-day price change, 
a?ul type of cycle 

Long Short 
Price change Nllnl-I

ber of I
in conts idays 

Profitable IUnprofitable Profitable Un profi table 

Num- Pcr NU1l!- Per iYum- Per N1l1l!- PerI 
lllcranse: ber day ber day ber day ber day

0-%________ 04S '1,2R9 6.02 2,09'1 4.10 2,019 4. 04 1, 050 2. 55 
l-l}~------- 373 3,771 10.12 1,585 4. 25 1,529 4.10 1, 0579 4.23 
2-27's-___ --- 152 2,029 13.305 000 4. 34 000 3.95 894 5. 883-3?L_____ 02 862 13.90 237 3.82 218 3.52 436 7. 034-4%_______ 41 SSO ]4.29 108 2. 63 92 2. 24 278 0.78 
5 and over__ 27 484 17.93 93 3. 44 97 3.59 229 8. ,18 

Decrease: 
0-%-------- 691 3,659 5. 30 3,902 5.73 3,421 4.. 95 1, 470 2.14 
1-UL______, 426 2,082 '1. 89 3, 292 7. 73 3,080 7.23 803 2. 03 
2-2%_______ 172 910 5. 33 1,706 ]0.27 1 43,1 8.34 336 1.95 

54 289 s. 305 736 13, 03 ' 607 11.24, 127 2.353-3%____ ---I,1-4%_______ 34 105 4.85 518 IS. 24 329 9.68 74 2.18 
?5 and over__ _u 1<19 5.96 510 120.40 235 9.40 48 1. 92 

RELATION OF TRADING TO SnORT-TERM PRICE SWINGS 

The analysis of relations between trading and price changes on a 
single day has dealt with only one aspect of the relation. between 
price movements and trading. Actually trading decisions are related 
to pdce movements which are several days in length, and in some 
caSes several.wec-ks. It was not possible to explore all these relations in 
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detail, but some study has been l1Iade of the relation of trades liquidated 
to short-tel'lll swings in prices. A short-term price swing is defined 
here as the total chlUlge in price during !L pel'iod in which the daily 
dose-to-close price changes are all in the same direction. If prices 
have been fa.lling and then 011 1 clay rise by 1 cent per bushel, bllt fall 
ngain on the followin!r dny, the upward movement is described as nIl 
upwllrd price swing of 1 cent, with II duration of 1 dtlY. If the close
to-dose price changes had been upward for 2 days, amounting to 
thl'ee-qullrters of a cent ench dny, the upward price swing would have 
:ullounled to 1~2 cents, and would have had a dumtion of 2 days. Be
eIlUSt} of the natul'(\ 01' price chan(Yl'$ On 'futures markets pdce swings 
defined ill this way rarely lun'e long duration. Dlll'ing the period 
CO\'ered by thii) study the llYCragl! dumtion 01' tJ\(\ s'\vinl:,rs ill pL"ices of 
the dominant wheat fntllt"es was slightly less than 2 days, and the 
longest swing lasted 10l' ollly !) clay~. l'ildoubh'dly, many traders in 
the sllmple weee influC'nc:ed by price trends which were longer in dura
tion than th(1 pl'ice SWi11gS as defillC'd \I('1'e, but in which there were 
minor intC'l'l"uplions In thc, sedp):;' of clm;c-to-close price changes. The 
H1111'ket [telivi ties of SueIi ll'lu1el's 111ay ~h()w Iittlc relation to the short
term [H'ke mo\'enH~llts eonside1'('(l hel'c. It is ne\'el'theless of interest. 
to clisl'o\'l'l' \\'hcl!tcl' tt'adillg Gchaviol' was in any WILY related to these 
shOlt-tN'1ll swings in priees. ~ 

Pn's'llmnbly the teader's ohjc'C'tivc. is to liquidate unprofitable 
tl'fl(I('s--iE they cannot be a yoided entirely-as early as possible in 
nch'cI'se pric-e lllO\'ellll'llts, and to close out profitable trades as late as 
possiGle in Javomble price 1110\'(,1I]('nts. There are It llumbet· of forll1U
las designcd to achic\'e such an objective. One of them, for example, 
calls for the liquidation of unprofitable trades immediately if the 
llllu'ket mOYl'.1l1('nt is ad\'('rS'e, but the holding ot profitable trades until 
,L l'l'\'('l'sal of tlll' pI'i('e tno"ellH'nt appeal's. Even with such It formula 
thel'(' would be. no uniformity in tradi.ng behavior, since there, is so 
111l1eh l'Oo'n 1'01" intl'l'prelation as to 'what constitutes a reversal of a 
pl"il'e 1lIO\'elllPnt. But if mO:'lt tmdcI's actually followp{l snch It formula 
some disc'l'rlHlhle efl'C'et should IIPP('HI' in th:, data studied here. Inci
d(,lltallr, i.t is unlikely that the formula referred to above des'cribes 
till' principal trading pattern of the traders in the sample, since under 
this :forllJ111a all liquldal:ion would have oceul'I'ec1 on adverse price 
1ll()vt'111('nb;, and on relati\'('ly smull pric(> mo\·ements. The analysis 
oJ trading as related to daily pl"i('c changes indicates that this was not 
tIl(' pre\"!tilillg pattern. ' . 

In thl' examin:ltiol1 of liquidation during [1I'i("(' swings it i" of interest 
to dbco\'('L' \\-hetlwl' posit.ions al't~ closed out early in swings, or whether 
there is an inereasing t('lldenl'Y to leave, the. Inarket as prices continue 
to mon~ in the SanH' direction. Table (;1 presents a ("omparison of the 
Ilumlll'r of eycle;; liquidated on the first clay of the shod price. swings 
describt!<l abo\'e, Hnd those liquidated on subsequent days. The tabu
lating prOl'ess dit! not provide the information for this table directly. 
The figtll'l's presented nrc the result of an es.timating Pl'o("css in whicli 
fell' eHeh e[tl('gol"yit i::; :ts~u1l1ed that the llumb('I' of cycle;> liquic1:it('d per 
day on till' first day 01' a pricl' swing of more than 1 <lay 1s lhe number 
bquidatl'd hl l-dny pl'i('(~ :;wings ill th(' "Hme direction. The distinc
tion betwl'en l"(,gtdar llml auoma lOllS situations is ]'('tained, the clnssi
Ih'atiol1 ll('ing basP(l 011 tilt' din'dion of the price change on the chty 
of .liquidation. 
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TABLE 61.-Two-aay wMat cycles liquidated: Estim.atea number in 
ditfel'ent price situations 

I 
Price upswings IPrice downswings 

1
Item 	 TotalI Subse- ISubse-

I

First First
I qucnt qucntday day, days j days

I , 
Number of days _______________ t 

720 	 i 574 720 I 673 2, 705 
I ! 

Rr~Gl'LAn SITUA- ANO:\[ALO"U5 51'1'-
TIONS UNl'lONS 

Long profitable cycles: 	 INumber_____________ • ____ 	 !6, 210 t 
! 7, 151 4. 585 ! 1, 338 10, 284Perrent__________________ 

32.2 I 37.1 23. S • G. 0 100.0
Cycles p(,r day__ ._ •••• ____ 	 !

8.5 I 12.5 G.3 2.0 7.1IShort unprofitable en'les:Xumhcr_______•• __________ !

2.30G ! 2.945 2,016 723 7. 990rerccnt __________________ 
28. 9 t, 36.9 ! 25. 2 I ; 9. 0 100.0

Cycles per day____________ 3 ') ; 	 , 3. 0.~ 5. 1 2. S 1.1 
I 	 ,I- I.\NO:\[AI.Ot'S 51'1'- REGt;LAU SI'rUA-

I 
I 

, 	

• 
CATIONS TION5 

Long ~Illprofitabl(' <'ycJcs: 
~umber____ • _____________ 3. 737 ! 1,46S 1 3,909 7, 047 16. 161
PercenL _. _______________ , 

Cycles per day____________ 5.1 I 

t 2.6 5. 4 10.5 6. 0 

23.1 9.1 24. 2 43. 6 100.0 

Short",profitable cycles: Number__________________1 13,2S6 I 901 t 3, 96'~ 6,110 14, 261
PerccllL ________________ .' 23.0 i u.3 I 27. S 42.9 100. 0 
Cycles per day____________ , 4.5 	; 1. u i 5. ,1 9.1 5.3 

I I 	 : 

Some of the relations shown hl table en am those which would be 
expected to result from the price moyement. In e\'ery case the number 
of cycles liquidatecl in accordance with what has been ctllled the regu
lur pattern WfiS greatcl' on later clays in the price swing than on the 
first day. This is consistent with the fact that the longer tl price swing 
lusts the larger the proportion of open positions which should be 
found in the regular category. FOr the same reason it sholllci be ex
pected that the number of anomalous positions would decline with 
contillllecl price swings, and consequently the number of cycles liqui
dated in these categOl"ies to be gl'l'ater 011 the first tttty of priee swings 
than on subsequent (hlYS.. This waS true for each compflrison shown in 
table 61. For later da,ys in price swings the number of cycles Equi
dated in the regular situations W1lS greater than those liquidated in 
the anomalous sittHttions. ..:\..11 of the~e relations nre to be expected as 
effects of contilllH'd price mO\'l:-ments on the accrued profits and losseS' 
of the open positions in the market. 

The pattern of liquidation on the first day of price moyements is • 
more difficult to interpret. The distinction between regular and anom
alous situations is continued here, but it is much less certain to be 
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~lssodated with tht' a::;sumed l't'edomimmee of accrued p"otits llnd losses 
than in the case of later days of tt price swing. The first day of 
an upswing, for example, may cOllle after [t In'olonged decline 
in pdees. If so, most of the long positions in the mHl'kct would 
have act'l'ut'd los:,;('s, aud most of the short pO::litions in the nUlL·ket 
woultl still show proHts. For this rea~()n morc cycles WN'C liquidated 
in ullollmlou:; situations on the til'Bt day of pdce 1l10YCl1lcnts than on 
sllusequent dnys. Hut there were some llltl;n'::;ting eontritsts bl'tween 
Jlrolitable and unpl'ofitaulc cycles on the lil'st dRY 'of pl'ice JIlon'ments 
that 11I'e notso easily explained, 1i'o1' both pdec upswings nmllhwn
!>wing:-; aJld i'm' both long and ::;hort position:;; the l1lunber of pt'Ofitable 
Cydl'B Iilluidated 011 the nl'~t tla,},. was gn'atet' than the 1Il1l\.bl'1' .. 0£ 
unprofitable cyde::; liquidated. This lIlPUII;l that for :;h()Lt cycles 
on price 1I1':;wi llg:i tllld Jot' long l' .p'les OIl I hnms\\'ing:; the nllllluet' of 
C),:'1L'S 1i<'lllidlttNI in the Illloum}Otls ::;ituation 01: the, (il'::;t dn~T of a. 
Pl"Il'll :;WUlg was greatct' than 111 [he l't'glllal' slt\latwll. ThIS sug
gl,,,ts ~hnt (ltt'n' was II tt'lI(h'lIt·y i'or both long::. and sho!'t:; to take pl'olits 
011 (mel' 1'l'\'cl'sals, but to let losses rUll, 

The ;;ltllle :;ituatioll is ::;hown ill :lUOthl'1' way in fil!;U1'c; 28 in which 
the llllIll[WL' of: Cydl'S liql1illntcd pt'r dllY i::; shown for cycle::; of varying 
length. In the. l'('glllat· ~itllati(lIlS the Humucr of cyeh$ liquitlatcd 
tl'udl'd to im'L'l'a;;e with the length of tIll" cyele, :uILl in anomalous sit
uation'" thl' 111l1ll[,('1' tl'lllh'li 10 devline with (Itt' h'llgtlt of tlte en~le.18 
But in I-day pl'il'l' ;;wing:-; thl' tltllllbl'l' of profitabl(,' ('),('/('s liquiclatecl 
wa::;:.!T(':ttl'l' than tIH' 11l1111bt'I'of unpl'olitabll' cyl'1p:lliquidtlteti, whether 
the :5ituatiol1 WllS l'l'glil:u' ()l' ano1l1tt1ous. 

"rlORT ~)CLES - PRICE OO~NSWINGI r , 'I 
". ~"" -, ",",,~ ... ~----,,"~.-

fR1"TASLr : 

t • ~ 
_.,., ~--- •--' 

----- ---___~~CFfl'.1Blt ~ 
--------, 

o 

ILONGCY;;LES.PiiiCE-DOWNSWi~l SHORT CYCLES - PRICE U~SWINGS 

10 I 

o 
J 2: l 4 !lANOOYER f 2. l "~~OOV£R 

Nt.;\I!!JCR Of' O;'YS tN SWING UU"'B(R OF OAYS IN $Yrlt.G' 

FUi[:m: ~S.-X\llllIH·r of ('yd!'s liqui<l:ttpd JWI' dll)' dlll'in~ [ll'i<'l' lllOn'llll'nts, by 
t~!l\) lIf ('~·l·ll', and 1;.>lIgth :HHI diL't'l'tion ur lll'i('I~ swing. 

IS '['lIP!'!' :In' t\ql l'X('pptions to till'S!' ~PII(,l'nl tl'nlil'llI'it'R, Tlll'I'P wprp ~li~hlly 
\{.,.", \ll'olimhll' l""~ i'~\'ll's liquitl:ltl'd 1'1'[' day in Illay jll'i!'l' 1I11"will~S than in ;{.(\:t~. 
SWill:,:''!, Th!'!'!' WI'I'l' ulso fl'\\'t'l' Jll'olltnbll' sllilrt ('~'l'Il'H Jiql1i(l;ltpd lWI' (Jay 
iu priet' dpI'lilH'S !:l:-;UII),;;:; t1a~s ilL' IlIOl'l' lhan ill tbose witieh Insl\'d (July ,J <lay:;, 
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Alloth(lr comparison of lllUnbel.' of cycles liquidated ill price swings 
is giyen in table (j~. in which the short-term pl'ice s\\'ings nrc Chlssifiec1 
according- to the totld change in price during the swjn~. The pattern 
that de\'(~lops is quitl' ;-;imilar to that re\'l'!t1t'd when .liquidation was 
l't'btl'd to the amollnt or liquidating-claY dHlHges in peices (table 59). 
Fondl of the l'P[!'llhn situations ShO\\'ll i~l table liZ th(' l1umbee or cycles 
liquidated increased with the nmount of the price change. The pro
gression is ulUllistlllmb1e, although less uniform and consistent than 
was tIl(' Cllse with the relation between ntl1uoet· of cycles liquidated and 
liquidating-day price changes. There was slight evidence in tahle 62 
of negative progl'cs:;ion in the anomalous situations of unpt'ofitnble 
long cycles and profitable short cycles t1tlrin~ upswings in prices, but 
in both cases the largest number of cycles liquhlatecl pet· tlay came with 
prke l'wings of 7 to 77 ~ ('ents. It is possible that the t(lndency to 
liqui<lat~ profitable cycles on price re,'erSals tended to OOSCUl'(!' the 
picture. for Stich ('y('le5. This would not explain the lack of the ex
pected progressions for tlllprofitnolo cycles. 

TAIIT.E G2.-Two-dal/1.'-"If!at C"!lcZes Ziqlli(/atf!d: Total nwnbf!?' (Ul<l 7HlIn
bel' pl'r day, by dil'c('{ion and total amount oi IJJ'ice SWill!!, and type 
of C1JcZe 

'('utilI i Long : Short}'ricc t'hlln~(' 
!l1l\':; - __,iii ______~_~'o,

I){'r .. " ill,~ 
(in C(,llls) 

swing;; Profi table l-nprollrablt. Profitllulc : L'nprolit:lblc 

------ ---,--- ---,--
xum-! Per Xmlt- Pcr' Xum- Per XU/II- Per 

ber dUI! /11 r rI(lIJ' bt'r dCII/ bcr day
2(j·1 1. 03S 3. 03 1. 20!l ,I. iiS I, 11 S -I. 23 311-1 1. 49 
810 2, ·1)\7 7. 31 1, ·1fH) .1. 32 I, 220 a. 01 i !l30 2.74 
I~n 2,03ii 10.7i i02 3. il {)20 3.3a 775 'I. 10
IliO 2, Oi2 ~ 12. O;j! fi20 3. Sf; ·121 2. (la 73;) 4. 59 
i7 1 1(1" 1- -(" 9!l- 3. oL'a 1,~'3 9 3" lin 5.H 

, .0 .J.ill! _.iI 3.'1'(,' I'l~r) ~)·.O·.~) I ·30.~ " iili S().i Iii. \lS 177 , _' 0 •• 5. 50 
til un I J.i. 7 ,~i' Ion a. 21 I 30 2. 1 3 .HiO, 7.54 aa ,j3!) Hi. 33 r 2(1) 0. 33 ] ii I ·1. ;is 2:3" 7.12 
21 :l2.i \.). ·IS' lOS .;. 11 ·I!l 2. 33: I(IS So 00 
2() 3GO 1S. 00 ·1 i 2. :3.) 39 I. Oil ](j3 8. ]5
I!) a:3~ 17. ill 2 I I. 2!i 13 . (jS 173 9. II 
21 :310 11. 70 .J!) 2.33 a;j I. ()7 i J27 6. 05
42 ' ~031!1. 12 100 2. 3<.; 75 1. 71l, 3U,1 S. G7 

2a'l I. 370 ". 7f) iOO 3.3(1 (i·IO 2.71! ii71) 2. ·.13 
312 I, oW ' .1. on 'l. ;)03 .1. .;,;2 I, ij()(j .1. S3 n,!2 2.0!)
217 (H2 ' -1. 20 :l,1i21 7.47 1.403 , ().,s,s ·l.i!) 2. 12
17S fi24 3. 51 ,I. 3(i8 7. (i!J 1,51·1' Riil 273! 1. 5a 
13·1 ·Iiti 3. 5.) [, 3nn 10.22 ], aos I O~ !1 J 2:J2 ~ 1. O(jnq , 30!) 3. 15 I, [53 11. i7 U70 0. O!l J5.') I. :is 
tiJ \l.Il I. iiS (i!lO ll. 13 GI!l !J. US 82 . I. 32 
20 ~ [ 2. 7n 3SH 13. ::lS 301 la. ·IX' 4 I i 1. 41 
·I!} 103 2.10 ilS [.1. 0;; iilfi 10.;i3' 73! 1. 40
1:) 12·1 K 27 11)5 13.00 l(H 10. 03; ·1·1 2.03 
17 ;i7 3.3;, IIlO fl. ·11 liiii 0, 12. 3S 2.. 2·1 
Hi 78 .1. SH 201 IH. 38 258 IG. 12' 21 1. 31 
37 130 3.68 (jns IS•.':>6 ·!!l5 12. 57 100 2.70 
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SGM~rARY 

This study is ('oncel'1led primarily ,,;ith the tl'fllling behavior or 
small speculators in urain futures, and the results of their trading. 
Stttth:itics were nllal);zed on the futll1'es operations of neady I),OllO 
tmdeL's, extending over a I)-yeill' period (192'.l:-3~) and involving more 
than 400,OUO indi\'idual futures tml1sactions. This wealth of data, set 
up on punch cards and processed by machine-tabulation methods, pro
vided comprehensive evidence for the first time on some of the most 
impol'tant questions in the field of futures trading. The study COIl~ 
finns a 11l1mbel' of C'OIllI1lOllly hellI opinions as to till' rl'slllts of :,p('('U
lative trading; it tends to disprove others which have also been widely 
Ilc('cpted, 

'rhe first obvious conclusion from the analysis is that the great 
majority of small spel:ulutors lost money in tilt, grain 'flllun~s HlIlI'lu't. 
Thl're weL'e G,5\)8 speeulators in the sample with net losses, compared 
with ~,nH with net profits, or three tilJ1es as mallY .loss tl'adl'l'S as 
pL'ofit traders. Net lO:lses of speeulutol's were approximately six times 
net profits, Or I1Ptt l'Iy $1:2.000,[)00 of losses. ('0l11pn L'('(1 with about 
$2,000,000 of profits. Speculative traders in the sample lost money 
in each of the four gr'RillS tmded-wheat, corn, oats, and rye, 

Primarily responsible for the high ratio of losses was the small 
speculator's characteristic hesitation in closing Ollt loss positions. An 
often-quoted II1llxim for speculllti ve trading IS "Cut your losses and 
let yOUl" profits r\ln.~' Contrary to this a{1,·ice, speculators in the 
sample showed a clear tendency to cut their profits and let their losses 
run. Futures positions or cycles resulting in losses were held open for 
consistently longer durations than profit cydes-average losses were 
larger than average profits-and long cycles were kept open for a 
greater ruunber of days than short cycles. In wheat futures, for ex
(till pie, the Il\'cruge duration of pr'ofit cycles was only 10.5 duys, com
pared with 10,3 days fOL' loss cycles. The average duration of the 
profit tmcler in wheat futures was 114.8 days, compared with 182.5 
dllYS for the loss trader. 

Speculators who dic1make profits on individual trades were inclined 
to cut them short. The tendency on individual cycles was to settle 
for profits which were much smaller on the average than the average 
losg 011 tr'udes rlosed out unprofitably. 'Vith this situation, plus the 
shorter time. duration of profit cy<'les.it is not slll'\)rising thflt theL'e 
were aetunlly more individual profit cycles than loss c.ycles. 

In whe:lt futllres. 'for exam pl£.', there were 42,6G8 profit cycles COIl1

par('d with 3,L;:173 loss cycles, But the average gain on the profitable 
('yrles was ~nly S21~, while the average loss on those unprofitable was 
$5()1. ()b"HHrsly, the outcome was a net loss, not only from the stand
point of the !!;l'l'/lll'st numbt'[' of trnders. but Ill~o froJll the standlHlillt 
of aggr£.'gate profits and losses of the group as a whole. What 
happened. of ('ourse, was this: 'Vhenpl'ofits on one tl'lldl' wel'l' (,OlIl

bin('d with losses on othel' tl'ncles, the end result was II llet los$ 'for the 
gl'£.'at l1lajority of specul!ttors. 

Th£.' !itmly ('onfir'llls the> ('ommonly hl'hl impr'£.'ssion that tlw amat('tlr 
speculator is more lik£.'ly to be long thim short in the futures market. 
About half of the speculators in Wheat and COl'l1 had positions only on 
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one sillc of the market, and of this group, th.o5e on the l~mg side ollly 
greatly ext'eeded the lltUnbel' with short l'ositlOns onh'. IIoweveL', the 
one-side-only traders did only It miuor proportion oftIll' total trading, 
The other hulf of the speculators who had both long and shtllt cycles 
accollnted for most of the trading in wheat am!. COl'll, Fl'om the 
standpoint of market activity, theprefel'ellCe fOl' the lvng side was not 
as great as is sometimes supposed, In wheat Iutm'l's llpp1'oximately 
63 pet'cent 0 f the cyeles wt>l'C long lind aT lWl'l:ent :short, !uHl in COl'n 58 
percent Wt'l'C long 11Ild ·1~ llercent ShOLto The pl'efHenee for the long 
side was more pronounced in oats find rye. 

..\.mdysis or the data $ho,,"$ that It great majority of speculators in 
the snmple hatll'e)atiY(~ly small profits nlld lo;;:;es. The profits of 8:1: 
percent of the. profit tt'aclt'l'S were h':;s than $tOOD Nll'h, and tht· profits 
of 3D peL'cent l('ss than $10U ('twh, Th(' lO~::ies of (j!-{ perc'pnt of the loss 
trallel's were less than $l,()UO (':tch, and Hi l)l'l'('l'nt had Im;s(,5 of less 
tlulll $100 each. ObYIOllSly, It very large percentage of the tl'llc1el's in 
the sample operated on it small scul(', and mHny of them t\iHc'ontinued 
trlldiug b('l'ol'(' l't'a 1izing la.l'g(~ pt'ofits or Sufft'l:ing large losses, 

Short positions of Spl'l'1I btors tf'nlif'<\ to show profiU:; IlI()l'C fn'quently 
than long positions, Wl1ilo. a majority of the trades of consist('nt 
bulls resttlted in losses, consistent ben!'::) in aU gains had Ino!'e profits 
cy<:les than 10::;s cyell'S. Among trnti('L's who Opl'I':! ted on both sides 
of the mal'lcct, there was also a gr('atel' frequelll'Y of Pl'OlitR 011 :-.hort 
cycles thall on long cy('IN" In spite 0 f this, huwe,·l'1', the tota I losses of 
shOd seUers exceeded their total profits-ju:;t as in the t'tL:<e of consis
tent longs, 

The ri'pl'esenf'atioll of l:tI'!!('-~('(tle tmdt'J''-; in tht' S:llllpll' ,,'as not 
broad clwugh to WUl'rant t)(l!:jiliYI' l'ondu:;iull::- as to till' ::-Ht.'l'e~,.; of large 
speCUlators in grnin futlll'(,S. UH ('omplu't'c1 with tht' profits and losses of 
small trac1(>l'S. ~ Th(>I'e was no eddt'nce, hO'Y(\\,(>I', that thl;' In l'gest size 
classes In('1l1(l('\l It highet' proportion of :-;ut'eessflll traders than the 
groups with slllttllN' aV('l'tlge positions. G(,I1(,1'ally sp('aking, the lnrge 
and small tl'ad('l'S alike Wl'I'(, nn::Hlcec-:sful in tll('il' tl'n.din!!. 

Among all the major occupational gTOUpS loss\,'s -£1'(;111 specnlative 
tl'tuling ill grain futul'(,s gl'l'Hf.ly l'x('('('(lpd pl'()fit~. ~\mollg mnnngers 
of busill('~ ('Olll'C'rllS, fo1' l'xam ph·, thC'I'(' "'Cl'(' Sill 1)J'ofit n'/Hlers, COIl1
pal'ed wiLIl ~ ..iG:~ loss [-mdt'I's, Th(' aggrt'!!::lt(' profits of this (J(,l'l1pn
tional group anlOlll1tecJ to $l,()T(j,ano, agnill~t loss('s of $u.:no,:!oo. Per
SOilS wIth o(;eupntiol1s ':unknown" had the gl'l~lttl':lt pl'Opol'tion of pt'(Jfit 
tl'tld(>rs-;I~,3 J)(,l'eent. Farmer:; had (lip l()w('st proportioll of profit 
tl'adel's-21.2 ])(>I'C('nt, "H('th'('d" p('I'HOll~ I1ltuh, up the only group 
having a bettcl'-thull-n \"('rag(' proportion of profil trade!':'> in' each or 
til(' foul' grains: ('()Yel,etl by the S1ll'Yl'Y. 

From the standpoint of ag~r('gnt:~ profits an<1l()ssl'S fut' ol:('llpatinnal 
groups, J))nnag(>I.'H in the ,!!1'1l1l1 bUSllll':'R Wl't'l' sOIlI('what more SII('('(lSS
iul in speculntiYe b'tulin.!!: than otht'l' grOll(lH, But ('ren with this tIllSS 
ngf:{l',egat~ pI:ofits jn dollars were only 28 percent,of a;;w(',!.;atl' losses. 
SellJlprOfeSslOunl workers showl'd the 1()\Yl'!'it proilt ratlO JIl aggt'cgate. 
dollnr amOlmts-ll pel' cent. The profit rntio -ror f:t1'llH'l's on this 
basis WaS ]:} 1>('rc('1)t, In gene!'al, tilt' ehan('t's '1'01' ;;II('('(':;S in grain 
intlll'es trnding did not (1i n'el' gl'('ul Iy from one O(,Cll pation to another, 
Sperial knowledge of the commoditv tL'adcd s('C'mC'd to 11a,-c little 
ell'ert on the outcome. of :.p('enlativc t I'fu1ing- lIming the period studied. 
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The stmly clearly shows the tendency of long speculatol's to buy on 
days of pl'ice clecliiles. and fol' shorts to sell on price rises. .Anulysis 
of 5~.{lO{l two-day ('yell'S showed thnt almost 62 percent of the two-day 
long cycles were initiated on days of decline ill the price of t1le dOI11
inunt fntlll'e, and that 55 percent of the two-day short cycles becyan on 
days of advancing pdces, Furthermore, the greater the price declitlo 
on:~ given day thehn'ger the l1tl!l1?Cl' ~f long cycles ini~inted, Trading 
ag:unst the (,Ul'I'ellt mo\'elnent of pI'H,'es was the domlllnnt pattern on 
both sides of the market. but waS not nearly so definite for shorts as for 
longs, ' ~ 

The. telH1('nry 0 f IOllgS to buy on prit'(' dedinps and fol' shorts to sell 
on pl'iee l'i8(':'\ iiH1icnW~ th:tt trlit1{'rs in the l.'nmple W(,I'(, pl'etlomillll11t1y 
pril'('-]('\'l'l trull('l's, Longs tl'llded to buy wh(,1l pL'ices :fell below 
h'Y('ls w111e1\ lltt'y ('onsitlpl'l'd prop('r, uud ihorts sold when prices ad
,'lllH'('tl nb()n~ 1!"'ehl whidl tll!.'v bt'lil'\'l'd j ll:,tUiN1. The inclination to 
tl'nth' !lc'('ol'llin!:!, to IH'pdt'tl'l'llllllPll pl'il'e opinions apparently ",YUS not 
disturbed by till' long period of dl'l'linin!!' prites Jl'om H)~!) to 1032. 
Howeyl'l' }wl'\:t'rsl' it 'mity seem. this period of c1e('lining price~ s~imu
Intt'd spl'<.'ulntn"e bllyintr by snlltll speculatol's: although the acltYlty of 
shmt s('l1l'l's,was dalll[l(,lll'll slightly, 

It has not bl'('11 possible in this stutly to explore all the aspects of 
spl't'u}ntiYl' t'~':H1in~ Oll ~t'ainflltures 111:11'kets, nor to answer all the 
qn('~tlOns which lin \'e hl.'l'l1 rais(>{1. A finlll COlll1nent should be made 
im'oldng [t most important question. A.s already indicated, the 
]oss{'s or tradl'rs in tIll' SlullPlC' \\'('l'(' mnch ~l'l'nt('r than their profits. 
If tht'se r('sult:::; an' l'ept'esC'ntMh-(' of trnding by small speculators 
gC'nel'nHy, thC'l'(, must be oth('1' groups-large specnIntol's, scalpers, 
spr~:ul('l'\, 01' h(>(lgl'l's-whi;cl~ l1lnk(' \'e1'y large profits: 

J h(,l'e 15 no known empIl'.Ical study, howeyet'. whICh reveals other 
groups of tl'!ul(,l'K with llet profits sn1licient to balance such large losses 
as those sulferC'c1 b.'" small speculators ill the sample, Yet the nature 
Oi\,ftl!lll'('::'i tl'tl(lin~ i;; sneb that all,lo$s('s :u'e ba.JanC'cc1 by profi~s, This 
l'HI:'!PS the mo:,t lInportant qlH'stlOn ldt unanswered by tIns study. 
'\\' a..; thl' sam ph' in this I'e.~p('('t Hot typical of ;;ma11 s])(lculatiyc trudel's? 
Tbl'l'C' is no appnl'C'lIt rl'(1s011 for pronounced bias in the (lirecl'ion of 
los:,l'S, If the sample' is l'l'pl'l'st'ntntiYe, is there another group of 
tl'adC'I's who ('onsistC'nl l\' make profits lal'ge el101wh to balance thc losses 
of ~mall speculntol'st·· T11N'e is no l'o'll\'inl'it{;'r ('yiclellCe that such 
]nl'.!!'(' pro(it:-; are Illtult, by fll1Y ('luss of trtHlers,'"' These arc questions 
whkh CUll be answet'('tl only by 'fll1,ther studies of the results of :futures 
truding. . 
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