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June 10, 1953

J. B. Gregg, Chairman,
Morwi son, Gregg, Mitchell
Board of Trade Bldg.,
Kansas City, Mo.

Dear Mr, Gregg:

) Circular No. 2294 from the Secretary's office re. delivery
of red wheat on futures contract, was received and we note you wish
expressions from each member as to their views on the matter.

Since Kansas City is primarily a hard winter wheat market,
and since the acreage of soft red winter wheat in this area is nil,
it is the writer's opinion that it would be to the advantage of the
Kansas City futures market if we made this strictly a hard wheat
contract market.

It is a fact that even now some of our so-called speculators
who had been trading in Kansas City futures, now are trading in Chicago
futures, stating that since Chicago is the broader market, and since Kansas
City futures no longer represent strictly hard wheat deliveries, they
prefer to trade in Chicago.

We also have had expressions from several of our mill customers
complaining about soft.-red winter wheat being deliverable in Kansas City,
and that when they buy Kansas City futures against flour sales they do not
feel théy-are amply protected and that they might as well trade in Chicago,
for the reason also that it is a broader market and that orders of a
substantial quaitity can be filled more readily there than in Kansas City.

Therefore, the writer would like to go on record as favoring
making the Kansas City futures market strictly a hard winter delivery
market.

Yours v truly,

WBYoung-m
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June 11, 1953

Hr. J.B. Gregg, Chairmen
Specizl Committee, Board of Trade,
Kensss City, Missouri

Dear Mr. Gregg:

The Kansas City market was established to reilect values
in the great southwest on hard wheat varieties. During
the years since it startec millers of bread {lour have
looked on this market zs a true hedge on flour sales and
have used our options extensively.

We are now the leading hard whealt market in the world but
if we are to continue to sanction soft red whest deliveries
our future trading will, without any doubt, dwindle to the.
vanishing point, such as happened in St. Louis many yesrs
ago.

The production of soft red wheat in our southwestern ares
is negligible and I can see no reason whatsoever why we
should not meintain strictly hard wheat variety deliveries,
so that these producers will have a legitimate hedge on
their growing crops. For your information over 90% of our
business is with flour mills over the country, both cash
wheat and options. Our cash wheat business has increzsed
considerably during the past ten years but option truding
has been cut almost 85% these past two years.

From 1949 to 1952 we carried between 115,000 to 650,000
options open, but since October 1952 until December our
open interest was less than 50,000 bushels and none since
December of 1952.

We have a number of letters from millers aznd a few from
producers stating that they expect no trades in Konszs City
unntil such time as soft red wheat will be outlawed in our
deliveries.

I recommend very strongly, for the survival of the Kansas

City future trading, that we rescind the rule of soft wheat
deliveries.

JSG/as




The production of soft red wheat in our southwestern ares
is neglipible and I can see no reason whatsoever why we
should not meintain strictly hard wheat variety deliveries,
so that these producers will have & legitimate hedge on
their growing crops, For your informabion over 90% of our
business is with [lour mills over the country, both cash
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Decenber of 1952,
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June 12, 1953

J. B. Cregg, Cheirman,

C/0 Secretary's Office, Bosrd of Trade,
Boerd of Trade Building,

Kansas City, Missouri

i s bt s
AEpinnng Suctesy
BAKERS
SHORT PATENT

Dear Mr. Gregg:

Answering the circular received from the Secretary's office, #2294,
with respect to delivery of Red Wheat on the futures contracts, will
say under exlsting conditions we believe it would be beneficisl for
the Kansas City market to change the delivery rule so that only Hard
Winter Wheat would be deliverable on Kansas City futures contracts.

4% the present time there is practically no pure Red Wheat raised in
the territory normally served by this market, which was not true when
the rule was changed back in 1940, Since Kansas City is the largest
Hard Winter Wheat market in the world I firmly believe making only
Hard Wheat deliverable on futures contracts would make future trading
in this market much more desirable for many and would have a tendency
e to increase the volume of trade. I say this because both the buyer
MEDIUM SHORT and seller would khow exactly the kind of wheat they were trading in.

PATENT

It seems to me if it was not the desire of the members to have the
market stand for something, then we should move in the other direction
and meke any grade of wheat deliverable at leest to the same extent
that the Chicago market does,

In any event, I believe the matter is serlous enough that it should

be sent to the floor for a vote and that this should be done as quickly
as possible so that the change, if any, oould be made when the next
dalivery May comes on the board.

LOUR
BAKERS
STANMDARD PATENT

Eﬁ'll/l‘
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CHART 1,--ANNUAL AVERAGES OF OPEN CONTRACTS IN WHEAT FUTURES AT FIVE MARKETS,
JULY-JUNE YEARS, 1923-2l TO 1952=53.%

(Million bushels; logarithmic scale)
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JOHN RADCLIFFE,

@ummmmn any %pﬂmce Wlevehand,

(OPPOSITE THE GALENA FRETGHT DEFOT,)

NORTH WATER STR :E': ET, CHIOAGO, ILLS.

Particular Attention Paid to the Sale of Produce
Arriving by the @alena and Ohicago Union Rail Road and Branches.




Implications for the present

B Physical markets and contracts markets are
Interconnected in many ways.

B Prices for specific locations, grades, or season
often reflect temporary bottlenecks.

B The specificity of a contract works for some
market participants but not for others.

B Specific contractual terms become more or less
Important as physical movements alter over
decades.

B For some market participants, the advantage of
contracts with specificity works counter to the
desire for liquidity.
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