MR e
e PE st
i

Continued._.




Playi

l.‘.’

0

f.‘.l-q' FEr

N
By Edgar Shook e

(ONE autumn day in 1967, De. Milton Friedman, the

internationally (amous University of Chicago ecano-
mist, telephonod a major Loop bank with a menoymak: |
Ing scheme In mind. Coavinced the British government
was about (0 devalue the island-ration's currency, Fried-
man wanted 1o sefl short $300,000 worth of British pounds

-0 :

ng the global

money game
— Chicago style

Monotarily, at least, for the first time since the world-
wide Depreasion of the 19%s, God was in His heaven and
all was protty much right with the world. But this happy
and unusyal state of affalrs dida't last Jong. Storm
o 2t g T O 4 i e
o0, ngs wers of a hoe, not unlike
that of the U.S, dollar. i : ]

The problem was this: Since Bretton Woods the U.S.
hndbnmﬂnmingﬂnuhomlrrp&\w

¥

sterling, Ho correctly figured poRd Wet supply ot the Merc. The exchange did not rise meteor- / : overy and
Yol b u’mmum"f:muu-dt fcally to. bocome (he nadhem's secondiargest futnres ;“,;,‘hm“éumfnmm“ﬂﬁm i
va buy shme market (abier the Chicags Board of Trade) by beltg | . ,i; ‘the Uniied States spont more méney abtoad, for
ex price and pocket & tidy profit. e R timid or overly sensitive to criticism. Indeed, ns offi- ovaryihing Fou Jaotatan Gl T b
s acep s e, ren toogh b s prepared fo Sl 2 1 Mere o ond o pldng ot (il vk 0 loenaocd of veoeas rip acris, o
, uma oo J
mm.mTﬂm-atmwmmumm past decade, malnly &s a result of the introduction of mmlmmwpuﬂmu&w ngﬂm
transaction. reason. Jong-gtand trading in meat related commodities—Irozen pork bel it MUY S vl o Gty
ameeiy U.S. banks probibiting private cltizens lies, live bogs and live catile. pe %ﬁdﬁmwmrwuﬁ_ Bullian
speculating in forelgn currencles. ¢ Thus, Inctngrucas as it might seem, it was not at all . remesnber. this pold mmm.mm
Undaunted, Fricdman contacted two other major Chi- surprising that “'a bunch of In pork bellles™ ”mutﬂnf -wwﬂﬂm under-
€540 banks with the same propesition — and got the were the ones to dessgregate one of (he financial world's gm"‘"l“‘- B9 198 TTee s International monetary sys-
same potite bat firm refasal, most exclusive private clubs. Why? Because the thing Tl;ﬂmchthllpﬂlh:nhumrrh Washi had
Three woeks Jater Britain devalued the pound by a that really tures 0o (he Loys at the Mere, who are and Be, ngbon
belly 14.3 per cent, from 230 to $2.40, ameng the most astute commodity traders In the busl- pressed, argued and cajoled forcign governmeats into
it wos disgraceful,” Friedman recalls with a snort. ness, Is monoy—and mooty, after all, Is the witimate bawk

“T was prepared to put up $30,000, which was more than
adequate margin. The banks arbitrarily kept me from
more than doubling my money.” .

Largely as a result of that incident, today anyoue pected help in the form of a series of International mon-
wilh & Hitde rigk capital and & lot of nerve can wheel and mnmmmlhm'ﬂmwm
deal io seven major forelgn currencles — from Japa-

nese yen to Dutch guliders — by buying or selling con- crises and the ensuing international mooetary upheaval,

commodity. Monéy and the Merc: an emisenily logical,
almost preordained, match, '
As it happened, the IMM's creators had some unex-
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metal. Most obl and, by the early 1970s, some
" billlen 11,5, dollars had plled up in central banks
London 1o Tekyo. Meanwhile, the 1.5, gold stock,
giood at 246 billion in 1040, had dwindled to $19
and change. With roughly throe
official foreign hands than it bad gold to
the United States of America
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of some obscure ocean, talking

chants via radlotelepbane, the culprit is far more apt to
be &' barriod, Tums-taking corporate treasarer who b
_ﬂmp]yuyln;hm;pmm.n;uhnhuduhu.
mhuw;hmlﬂunuumﬂm

_ WHDF:UER the [ntermational

Iare,ndwnwly or Inadvertently, ey mounted ;
| attacks against the alrcady-battered dollar by* '
huge sums out of dollars into stronger currencles,
notably the West German mark and the Japascse yen,
Tnlweplhnnfmunhntrmmnmmﬂag‘
beyond the fixed-price set by the Bretton
and Japnn weee forced
wunmﬂunmmﬂmm;ﬁmwf
The result was that these two nations alone unwillingly
bought billlons more of unwanted dollars (o add to the
hﬂ&m:htlnyﬂmdruﬂ. -
. (As the United States was palafully learni :
bapker to the world is a mixed blessing, 'l'hn:'mh:rf
curious economic anomaly lavolved: The more of your
currency you spend, lend or give away, the more you
lbricate and stimulate the global economy: at the
some time, the more of your curpency there
around the world, the less confidence other nations have
in it and the soonor an international financial eriais Is
likely to oceur. This viclous menetary circle was
built-in flaw of the Bretion Woods system.) -

teacts for future delivery of the currency on tho Interna- which is still unsettied, drastically and focever altered ' fesoratically sy

tianal Manctary Market of the Chicago Mercantils Fx- the rules of the foreignexchangs game and made the 7774, s

change, Inc. And speculating In currency futures on the Mrc's idea of bringing currency trading to the spocula- mwhﬂmmhn >
IMM takes considerably less meoey (from $1,%0 tor-masses more attractive and timely than ever, - - S o = on lowy 10
m F:hdn‘:ul:wmr el mﬂ!dlm To UNDERSTAND those ovents and the effect they f%m ”m'm istacs, e
Actually, the idea of mmmmhmim had oo the birth of the IMM, ono must delve & bit (nto "% “interna el
mdu!ﬁn‘lFﬂM’:.lt o the history and Intricacies of the esoleric world of Inter. 'I‘-?'Wmﬂmﬁthphnnmq T

was the brainchiid of the AR 46 £ ' ek Dl | oas of

e T e ot S0 ACH_ Back in July, 1944, in a little, out-olthoway New sitting on their converteddestroyer yachts In the

to Beirut money mer-

Ia popularly knosm), but ve Friedman a lar
mm:ﬁm:,@rm oot iaes

m-

"'The would not bave been concelved were it not
for the help and inspiration provided by Dr. Friedman,”
says IMM chairman Loo Malamed. “It was Dr. Fried- the Bretton Woods system, has boen in effect ever sinog,
man who gave us the cournge 1o bellove we were anto although it Is now undergoing considerable scrutiny and
mh;thgmﬂmﬂhﬂh:tmlhmuﬁnghh change. ! i :
prestige and authority that not only opened doors for us . . retton Woods cime

in Washington bet enabled us to pronounce with credi- -l — e
bilicy ibat a futures exchange (n currency was & necedsl-
ty ond that its time had come. I seriously doubt tf wo
would bave proceeded without his full embracement of
this project."

Sﬂ. ARMED with the cxpertise, moral support and
clont of ane of the notion's foremost ecomomle thinkers,
the pork bedly and egg traders at the Merc did proceed
—and managed to cause gquite a foror In the world's
cstablished momsy matkets in Zurich, London, Frank-
furt, Paris, Tokyo and New York—the lairs of that close-
knit, fealoas Hitle band of financial wizards koown as
foreign-oxchange deaders.”

As the IMM’s Melomed rather prandly eaplains:
“What we did was enter uncharted waters upoo which

g thelr concept Isto

cash in dollars for gold at o rate of £5 an ounce. aaly
~Tha U.S. dollar was positioned as the Free World's'

could be held in forelgn treasurles in lew of

With amazingly litde difficulty the Bretton Woods sys-
tem functionsd supéchly for nearly a .
As a result, indusirial output In the Free Weorld s
ernployment was high and goods flowed frocly
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