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Merc puts system ‘under microscope’

By Sallie Gaines

Leo Melamed, chief counsel
of the Chicago Mercantile Ex-
change, conceded Wednesday
that the futures trading system
may permit abuses and falls
short of serving a modern mar-
ketplace,

“The question isn’t that it
Idishonest trading] doesn’t

occur,” said Meclamed, pcrhg
the most powerful figure at
exchange. “It does occur. The
question is what do you do
when it occurs? Do you stone-
wall?"

The Mehrg has askgg nine
le “above reproach,” -
cpﬁlotﬁng four exchange insiders,
to investigate the trading sys-
tem, Melamed said.
“Everything thal is common
with ﬂoor"%mclicgsuwﬂl be
under a microscope,” Melamed
said in his first public com-

He refused to discuss the fed-
eral investigation but said the
Merc's boarc"ar s decided
to Taunch its own study of trading
systems, The ULS. attorney’s office
in Chicago wrote to Merc official
last Friday, asking that they

Exchanes elused

be
i

“The Justice Department has no
ol with me,” Melamed said.
ile we didn't know what they

were doing, that doesn't mean we
are on the opposite side of the in-
tent. We're going to use this op-
portunity. Here is an cnvironment
In which we can make this ga

model exchange.,

“All this pain and no results?
No way,” he said. “We have to
prove 10 the world that we can be
an_honest place where a pub ¢

order will not be subject to dis
cst hands. If there is an oppo
tunity under the present 1

regime for a trader to take advan-

lage, that’s got to be history.
_m sbouldnﬁt be an ui:‘pbnuni{y
r ody.”

caused some consternation at the
oard of Trade, which has refused
to_comment on the investigation
ﬁ,ﬂnd saying it will cooperate
authorities, The CBOT con-
ed that it, like the Merc, re-
Aved a subpoena for records dat-
ing from 1983,

"It would be irresponsible 1o
comment on unverified press re-
ports until we are officially
notified of the facts undedyi:fdlha
investigations,” the CBOT said in’
A statement issued this week over

‘the signature of Chairman Karsten

Imann and President Thomas
R. Donovan. T

Melamed’s announcement

While convinced that the major-
ity of traders arc honest, “That's
not the issue,” Melamed said.
“We’re not going to hide behind
that. We've got to ¢ the rules
so even that few can't do anything
dishonest with a ic_order. By
i!,GOd" il we don't

Bul trading practices in the pits
haven’t changed, he said.

John T. Geldermann, the Merc's
newly elected chairman, will head
the nine-member panel. Melamed
and Susan M. Phillgs, former
chairwoman of the un}mod‘:g
Futures Trading Commission,
be vice chairmen,

Association; Louis 1. Margolis,
managing dircctor of Salomon
Brothers Inc.; John F. Sandner,
senior policy adviser and former
chairman of the Merc; and Wil
liam J. Brodsky, the Merc’s presi-

‘Melamed said hc wants a report.
ﬁiﬂﬂn'%damarﬁhmsib!yasmu,



