“English For Investors

-
Futures English
MiggkiE

BEF  HE
T 3SR 2 R ik




English For Investors

2

Futures English
HH &2 &y
/\7@ AN EQ ]fl:I

wEF  kE

MR R R 4

1994 « B I



(FOFEF 1S

AREXFRIIHE2
¥ xE iE
Qi Huo Ying Yu
BEH RFE
FARTK A WY AR M Y R
B I T L B R HE L R
§ (CRERN  WBSi, 210008)
CRIREF EBIERT  FHEKWERI IR
« 58447871092 1/16 Ep;]e}. 25 ¥ 176 F
UMY AR 19944 1 AL AR
Ef ¥ 15000
ISBN 7-305-02278-0/H - 120
Efr: 5.90 T



—2a

[E=

4+ # English For Investors (¥ #FERFIHFOME 2 M. HHiR
FIBE Ep1 B E B iR S E AT E & A B8, BTER B 4R S
RWIFERTIEES , I REISTRERIL &, FE M5 5 50R.

A4 12 T8I0, 2 NHESR, AT B R RS R F L F R R
ETA R ES] BB B H . RSO R R B B SN R,
BBl 75 A 8 N SCRTRE R B TS RS B oh , RE R FRIRMERUE . S HI0E
UG MHE Word Study, AMEEE ERBE LM BT HIFIFIL, “Exercises”J§ N {E
FREY RIS 55 HORE A AR . BREEHFECE WL S
% WeAh, 5K 2 N Appendix "3 K B 1 38 5 U 15 0 W7 o 6 B SE AR A SR, T fit
2HEZH,

PR T 4 & 97K 7 0 LA B [R]85 4R, 45 15 2 A0 07 35 45 B2 A 4T M2 DL L 3E
Rk,

2T )
1993 % 7 A



Unit

Unit

Unit

Unit

Unit

Unit

Unit

Uit

Contents

Commodity Futures CONtracts eeeessresseesssssctrssisasicsrssrtsssascsovsssessscrenear (1)

Word Study commodity ,delivery ,clearing
Exercises
Reading Material A Futures Contract for Brazilian Coffee

The Commodities Traded ‘c.‘-o‘..o.l;ooooncc-cooo-.lo....a:o.'..n'.c.on.--lo---..oto-c- (6)

Word Study credit,trade

Exercises

Reading Material Trading Futures

Participating in Futures for Profits tetesessessssserrarronscrianeeinieisarinueenns (12)
Word Study call ,margin,commission

Exercises

Reading Material Hedging

More about Hedging  ssresserssesenisinrniuiiniinnsn e (18)
Word Study ask ,bid ,offer,open

Exercises

Reading Material Risks in Hedges

Cash Markets and Futures Markets c:ressesereesoserrarioneaniuiiannrensonaennnnnee (24)
Word Study option, warehouse,spot, back

Exercises

Reading Material Commodity Exchange Administration

Information DR (31)

Word Study allotment ,overbought ,oversold ,offset,put ,net
Exercises ‘
Reading Material Some Tables
Reading Futures Quotations tssssssrssrsssesissenstneneenisnesoiniessssesnsessns (38)
Word Study unit,strike ,speculate ,spread, account ,active
Exercises
Reading Material Supply & Demand of Commodities
Stop Orders,Trading Limits &. Spreads  sreserseencieniniiiiiiiii i iesseenes (45)
Word Study bear,bull ,appreciate .futures sarbitrage ,CFR,
broker
Exercises
Reading Material Margin and Pyramiding



Unit 9 Currency Futures seceseesreeesereeees

Word Study

Exercises

Reading Material
Unit 10 Financial Futures seereececercoctotetetetatestcstecesseatssscsccsasns

volume, variable,trade ,reaction,carry ,deposit ,

Word Study

contract

Exercises

Reading Material
Unit 11 Cross Hedging in the Financial Futures Market ++«+ssereececensans
Word Study

Exercises

Reading Material

Returns on Commodity Futures

- (5D

contango,depreciate,leverage,limit,order,over

+ (57

Securities Used in Financial Futures Contracts

ceecsass (64)

cross ,date ,dollar ,endowment ,marshall

Traders Active in the Futures Market

Unit 12 Social Consequences of the Futures Markets «esereseeess - (70
Word Study flducxary,balance,ﬂﬁ%ﬂﬁ%gﬁ%f&%ﬁzﬁ'
Exercises
Reading Material A Summary of the Futures Market
WX EHEL
ﬁgu—‘ﬁjﬁ %lﬁ:%ﬁ%é@ sersrestneteretassranares - (77D
MZRT  ZHBBE e - (78)
%E;ﬁjﬁ )\Tﬁj@}%ﬂ] L T Y R - (80D
HEBT  BRRE - seee (8D
EHET T ﬁ%ﬁi%ﬁ)f Geeeersreessserarsonnosarsne ceee (83)

SEINEIT
SELHT
/85T
ENETT
%
Bt —8
B+ T

’f_h
“ssseccsssanes
H e

W S AT

Appendix I Trend and Charts
MR— WHERRELRE -

Appendix I Price Pattern Analysis and Charts ceesesescessrennnnnnnn.,
BT MR S BT JL R[] e eeeveerrnneerevernenenesernessns vonnan.

v (84)
sernessnsnsiiinie (85)
BB BRI FTESHAZE R oo erereerr s ereerretnaneaeeeneveene sesennnns
BETHATE veereresre i e e vee e e s aeeane
BREIEE cooereereinrr e s e e e e e
BEXARME cevererersmrnnmnreniiinetrneervrrens vennes

HASTTH IR S BEI] voreeeenrnrrsrasisesnonnnennensnsessensnmsnnnnsses

-+ (86)

seveensanciieienis (BR)
R LRI RN € 1))
sessveseeesiniiene (91)

ereresennns (92)

s (93)
- (94)
+ (99
- (103)



Unit 1

Commodity Futures Contracts

A commodity futures contract is a legal agreement between a buyer and a seller of a
commodity. The contract stipulates that the seller will deliver to a designated location a
designated quantity of a designated commodity or goods at a designated price within a des-
ignated month. For example,seller A agrees to deliver to buyer B at a warehouse in Chica-
g0 5000 bushels of wheat at 174 per bushel in December of next year,and buyer B agrees
to accept the delivery. Such a contract would be called“a December contract for Chicago
wheat. ”

Commodity futures contracts are also negotiable securities that can be bought and sold
for a profit or loss. Investors who buy and sell such securities earn their profits in the same
way as common stock traders:they buy a security at a low price and sell it at a higher one.
Only members of a commodities exchange can buy or sell futures contracts, Therefore, if
you wish to buy or sell a commodity futures contract »you must pay a commodities broker a
commission to have the transactions conducted for you on the floor of a commodity ex-
change. Orders to buy or sell a futures contract are initiated simply by calling a commodi-
ties broker,opening an account,and then phoning in your orders.

Commodity futures contracts are called simply “futures” or “contracts” by people who
trade them actively. Futures contracts are like shares of common stock in certain ways. Fu-
tures and shares of stock are both marketable securities ythey hoth represent claims on as-
sets, and their market prices fluctuate constantly. However ,futures contracts are different
from common stocks in that futures entitle the owner to receive delivery at a future date
whereas a stockowner’s claim on a share of stock begins immediately upon purchase. An-
other difference is that the owner of a futures contract has a claim on a stipulated quality
and quantity of an interchangeable commodity rather than on specific corporate assets.

Commodity futures contracts are legal contracts. The terms of the contract (namely,
the type and quality of the commodity ,the sale price,the quantity sold,and related details)
cannot be changed once the contract is initiated. But a futures contract can be sold to a new
buyer. Thus,a party who initiates a December contract for Chicago wheat at 174¢ per
bushel for 5000 bushels can sell that contract to another buyer at a price per bushel that is
above, below, or the same as the 174¢-per-bushel price. In this case, the original seller
would make delivery as planned, except that the delivery would be made to the contract’s

new owner. The contract’s original buyer would experience a profit,a loss,or neither,ac-
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cording to whether the price at which the original buyer sold the contract was above, be-
low ,or the same as,respectively,the 174¢Z-per-bushel price paid for the contract.

The buyers and sellers of futures contracts need not check each other’s credit or wor-
ry whether or not the delivery will be made as planned. The clearing house of the commodi-
ty exchange functions as a middleman in every transaction. This is accomplished by creat-
ing two futures contracts for every buy-sell transaction,with the clearing house as an in-
termediate buyer and seller. Thus,the commodity exchange’s clearing house makes deliv-
ery to all buyers and is the buyer that pays all sellers when they make their scheduled de-
liveries. If a buyer or a seller defaults on a contract in any respect,the clearing house com-
pletes the transaction as stipulated in the contract. Then,the clearing house sues the de-
faulted buyer or seller for any costs incurred in meeting in the contract’s terms. Because
the clearing house guarantees that delivery on the contract will be made as stipulated ,com-
modity futures contracts can be sold and resold quickly and easily, without credit investiga-

tion of every seller and buyer.

New Words &. Expressions

commodity futures contract W §h B & floor of a commodity exchange ®ifh% 5
29, RIS A | B
supulate v, HE,HE . HE initiate v. K
deliver v, HEk ,K%,8% marketable securities B #4iF %
good n. FHE claims on assets B3R Xt ¥Ry B A AL
designated location [Bl & #b 2 , 35 8 b 5 specific corporate assets (B ) BARE A
designated month [EE A ,#8% B BN
bushel /bufl/ n. WRKE (BEEZ,58 a December contract for Chicago wheat
e ZhEAEIZH AR
delivery n. %1% original seller JEE ¥
negotiable securities JfiiHiF % clearing house S5, X5 EER
profit or loss #i2§ middleman n. 247 A ,{5i%E
‘commodity exchanges (R R% 0 B % intermediate buyer 18] LF
X8, BRZE scheduled deliveries 433 %
commodity broker B FHB4 A incur v. FEELfHBA
commission n. F4:8H credit investigation {S#H2F
Notes

1. futures: things bought and sold for delivery at a future time. This term is often used in

connection with stock-market speculation.
- 2 -



2. delivery . # 3 BUFE 3047 0 B A TR AN 55 £ 00 AT Y B 3X R T RE M 2 A

Word Study
commodity delivery order HFRiEHR
commodity %5, 15 . B delivery receipt i3k [H] %

:TTE Win
B BT, (R

commodity dollar
commodity exchange
mERDIR LS
commodity money et
delivery
delivery @412 @3x# O, Xt
z¥ '
cash on delivery (C.0.D) H%|{}&
delivery book 33, %
delivery boy /DAEEE R
deliveryman i%%% By
delivery on term FHIZZ

delivery room At ERAe a2 #h 77
clearing

clearing ¥ ,EHFHELHR

in clearing WHFEEE

out clearing XM FHEEE

clearing bank FE 41T

TR T

Clearing House Automated Payments Sys-
tem (CHAPS) FE##kATH 3111 %
E3<

Clearing House Interbank Payment System

(CHIPS) dAHFRIVEEES

clearing house

Exercises

1. Answer the following questions ;

1. What is a commodity futures contract?

2. What are the differences between a commodity futures contract and a common

stock?

3. Explain “a December contract for Chicago wheat”.

4. Why do the buyers and sellers of future contracts not necessarily check each other’s

credit?

. What is a clearing house? What role does it play in every transaction?

)
6. Explain why the terms of a commodity contract cannot be changed.
7

. Under what condition would the contract’s original buyer experience a profit?

8. What if a buyer or seller defaults on a contract?

[1. Translate tl.e following into English ;
1.~ REH
3. FERUHS)
5. &1
7.k 5
9. FEE S
11. ~ 12 B Z B/ MR AR

2. %

1. ER]

6. WA HF10%4
8. H—EXLEXE
10. Wi shiE %

12. BRI &Y



111. Translate the following English sentences into Chinese

1.

The seller will deliver to a designated location a designated quantity of a designated

commodity or goods at a designated price within a designated month.

2. Such a contract would be called “a December contract for Chicago wheat”.

3. Futures contracts are also negotiable securities that can be bought and sold for a

profit or loss.

. Futures contracts are different from common stocks in that futures entitle the own-

er to receive delivery at a future date whereas a stockowner’s claim on a share of

stock begins immediately upon purchase.

- The terms of the contract cannot be changed once the contract is initiated.

6. The original seller would make delivery as planned ,except that the delivery would

be made to the contract’s new owner.

. The clearing house of the commodity exchange functions as a middleman in every

transaction.

-If a buyer or a seller defaults on a contract,the clearing house completes the trans-

action as stipulated in the contract.

. The clearing house sues the defaulted buyer or seller for any costs incurred in meet-

ing in the contract’s terms.

10. The contracts can be sold and resold, without credit investigation of every seller .

and buyer.-

Reading Material

BRAZIL COFFEE CONTRACT (FORM)

(Variable Differentials)

New York 19
(has) (sold)

and agree to

this d
(have) s day (bought)
(deliver to)

(receive from)

32,500lbs. (in about 250 bags) of Brazilian COFFEE shipped through the ports of Santos,

Paranagua, Angra dos Reis de Janeiro,grading from No. 2 to No. 6 inclusive, provided the

average grade shall not be above No. 3,nor below No. 5. Nothing in this contract ,however,

shall be constructed as prohibiting a delivery averaging above No. 3 and the premium for
No. 3 grade. No premium shall be allowed for Softish Coffee grading above No. 4.
At the price of cents per pound for Santos No. 4,Strictly Soft,Fair to Good

Roast,

Solid Bean with additions or deductions for grades, ports of shipment and descrip-

-4.



tion (quality) according to the differentials established or to be established by the Commit-
tee on Coffee of the New York Coffee and Sugar Exchange for the delivery month specified
below in accordance with Section 88(8) (a) of the By-Laws of said Exchange. The delivery
must consist of Coffee from one port only.

The Coffee to be Fair to Good Roast,Solid Bean,and the description (quality) to be
Strictly Soft,Soft,or Softish. No delivery permitted of Hard Coffee.

Deliverable from licensed warehouse in the port of New York between the first and

last days of inclusive, the delivery within such time to

be at the seller”s option upon either five,six or seven days’ notice to the buyer as pre-
scribed by the Trade Rules.

Either party may call for margin as the variations of the market for like deliveries may
warrant , which margin shall be kept good.

This contract is made in view of ,and is in all respects subject to,the By-laws,Rules

and Regulations of the New York Coffee and Sugar Exchange,Inc.

(Brokers)
in hand paid,receipt

(Across the face is the following) :

For and in consideration of One Dollar to

whereof is hereby acknowledged, accept this contract with all its

obligations and conditions.

New Words &. Expreésions

variable differential AF{k TG H# #) 3% B warrant v, {EBH- 3 IFE %

premium /'pri:mjem/ n. MIEEZ M by-law WEAYEEH, B, 490
%, trade rule 3% 5 # -

average grade ARAUES , %K notice n. EXAEHE W

No. 3 grade 3-50mHECH) the Port of New York . # £y

the New York Coffee and Sugar Exchange
21 24 MEFN I 2S5 By

licenced warehouse %%

HEHEAL

prescribe v. IE

margin /'ma;d3in/ n,

call margin BH{FIEE

option n.

RIE &

delivery month 24§ H
Proper Names
Brazil B
RICHT (BT E)
Paranagua BEHRAMR(BFEHE)
Angra dos Reis de Janeiro [ F§— 1 4

Santos



Unit 2

The Commodities Traded

Commodities that are actively traded in the futures markets include both the tradition-
al ones (that is, farm products) and the newer financial commodities.

Some of the actively traded farm commodities are:

Meats: Unsliced bacon (hog bellies), Beef (carcasses and live), Broiler Chickens.

Other food goods: Sugar, Coffee, Patatoes, Coca, Orange-juice concentrate , Soybean
meal ,Soybean oil ,Rice.

Grains ; Wheat ,Corn »Soybeans ,Barley,Oats,Rye , Rapesced , Flaxseed.

Fibers :Cotton, Hemp.

The financial commodities traded in futures markets are ;

Foreign currencies ; British Pound, Canadian Dollar, Deutsche Mark, Dutch Guilder,
Swiss Franc,Mexican Peso sEurodollar, Japanese Yen.

Financial indexes :Stock market indexes ,Consumer price indexes.

Bonds ;U. S. Treasury bonds,U. S. Treasury notes.U. S. Treasury bills, Commercial
paper.

U. S. government agency mortgage securities and certificates of deposit: Ginnie Mae
certificates ,Bank certificates of deposit.

Money is a commodity. Like wheat or corn or any other commodity, money has one
price for current delivery and a different price for future delivery. The difference between
the current price and the future price of money is essentially the market interest rate — or
basis -— for the commodity called money.

Various other commodities are traded, including Metallic commodities (Gold, Silver,
Platinum,Copper) , Wood (Plywood,Stud lumber) and Rubber.

When we say a given commodity is “traded successfully” we are speaking from the
>oint of view of the commodity exchange. Successfully traded commodity futures contracts
are those that enjoy sufficient trading volume to make active markets for the contract and
10 earn enough in trading fees to pay the commodity exchange’s cost of keeping the market
operating. In general ,the following statements apply to actively traded commodities ;

@® The commodity should be gradable into homogeneous quality categories. This
means that one lot of any commodity such as a boxcar load of sugar should be in-
terchangeable with any other lot of that commodity.

@Raw materials such as wheat are traded successfully more frequently than finished

6
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goods such as flour. Money is also a raw material;it is used to produce a finished
product called profits. Money futures are traded,but not profit futures.

@ The commodity’s cash market price should be determinable by a clear price discov-
ery process;there should be no arbitrariness about the price. For example,the price
should be determined by supply and demand facts rather than by the whim of an in-
dividual or by a secret process.

@ Storability is important; perishable commodities such as fresh flowers cannot be
stored or shipped easily. Since commodity speculators endeavor to buy at a low
price and sell at a high price, they want commodities they can hold in storage
cheaply until prices rise.

@ The commodity must exist in volume. Rare objects such as art objects cannot gener-
ate the trading volume needed to sustain an active market.

@Large amounts of risk capital must be committed to carrying the risky inventories
needed to make liquid markets. That is, speculators must be willing to invest mil-
lions of dollars in inventories that will fluctuate in value in order for them to be
able to buy and sell the commodity and thus make a market in it.

@ The futures contract should be conveniently written for both buyer and seller. Con-
tracts cannot be written in such dense legal language that only lawyers can read
them,

@ The commodity should be cheaply transportable. The marketability of a commodity
is maximized if it can be shipped inexpensively to buyers.

@ The price of the commodity must be volatile. The more that the price of a commodi-
ty fluctuates,the more that speculative trading will occur.

@ The commodity should be readily describable. There can be no ambiguity about
what is going to be delivered.

@A liquid cash market where the physical commodity is traded should be active be-
fore trading in commodity futures contracts is initiated. Speculators who accidently
receive delivery of a commodity contract they don’t want can quickly sell the
goods,and the cash price of the commodity is easily determined if a liquid cash mar-
ket exists for the goods.

@ The public needs to be educated about the commodity and its futures contract. No
one will invest in something they don’t understand.

Most of these statements apply to most actively traded commodities. But everyone of

the statements above does not apply to every successfully traded commodity. The above list

merely suggests what is usually required to trade a contract successfully.

Usually any given commodity is traded successfully at only one U. S. commodity ex-

change. For example, the Chicago Mercantile Exchange is primarily a meat market, al-

though it also successfully trades other commodities. There are exceptions to this tenden-

cy showever ;wheat and several other commodities are traded successfully on various U. S.
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commodity exchanges. Most major commodities are also successfully traded on foreign

commodity exchanges.

New Words &. Expressions

farm product 4% = (=farm commodity)
financial commodity & BT

unsliced bacon $EHEEE W‘s%m

hog belly J%it

carcasses and live /laiv/ FERYFIIER
broiler chicken %44k i Mix8

oat n. MF

rye /rai/ n. B¥E,BF
rapeseed /'reipsi:d/ n. MWM3EHF
flaxseed n. ERFE¥F

hemp n. KFk

foreign currency HML

British Pound 3&E4§

Canadian Dollar HlI7¢

Deutsche Mark fEE S
Dutch Guilder $#2%fE

Swiss Franc Fid-3:80
BEFHER
Bk 2% 55

Japanese Yen HH :
consumer price index i # &% kS5 %
b R
certificates of deposit JE#7FH
Ginnie Mae BN eEKFEthS

Mexican Peso

Eurodollar

commercial paper

. whim n.

bank certificate of deposit RITTER
basis n. TiFHEE

platinum n. 4,H%

plywood n. Z=%#

stud lumber ZEHiARM , A A

successfully traded commodity futures con-
tract R T HESRPIREL

XHE

325 %

] 7> LR K

[F28

— 4, —H (Y
REER

finished goods &

raw material [JEk1 ¥}

supply and demand it

BEX REHH

storability n. @K

perishable commodity GBI

£ H

speculative trading ¥ ¥ 5

A&

the physical commodity SZHR§ 5

trading volume
trading fee
gradable adj.
homogeneous adj.
one lot of

boxcar n.

volatile adj.

liquid cash market

Notes

1. traditional commodities ; farm commodities

2. Ginnie Mae:Government National Mortgage Association

Word Study

credit

credit OFHE, FEQEAOER. Ky
-

OFF, ZE NROBMN KU YIROK



credit agency BU{EfF

credit card 12K+ fEH &

credit insurance {RAVIRKE

credit man AT TIEANR

credit manager {EHMEF

credit rating 18 Bl

credit sale B&3E

credit standing {E#

creditor nation {HILEH

trade

trade n. OFRFTE,FALEQRS, H
WOXGFH XL@HHOF U v. O3
5% R 5, XHOK, 4

trade off &g

trade on F|H

tradable W®[AZ#{Y

trade acceptance i k7K 5 EE

trade balance ¥ 5%

trade deficit $H 5%

trade discount  [E L3, # & Hrin

trade gap REEM

trade-in  #7{+4

trade-off —F—(HH LS (RIIKEWZ
L& A%

trade price H#EMH

trader OB AN K HH, X5 EQR &
BRBILE

tradesman HRTA,FEA

trade union T & ,RT &

trade board ¥ S

trade fair BRE

Exercises

I. Answer the following questions ;

1. Why is money regarded as a commodity?

2. What is a basis?

3. Explain why there are no futures markets for fresh flowers. Does the absence of

such markets mean that no speculation in these commodities occurs?

4. Why do some speculators welcome volatile prices of commodities?

5. Compare and contrast selling a futures contract without owning an inventory in the

commodity and selling a common stock.

6. What are the traditional commodities that are actively traded in the futures mar-

kets?

7. Why is a financial index regarded as a commodity?

8. Must the commodity exist in volume? Why?

I1. Translate the following into English;
Ltk
3. LR
5. =&
7. IR
9. MIERAHT
11. B & 8L

2. SRR

4. BRMET

6. fBE 5

8. X5 &

10. BEER G
12. B ¥e &

L Translate the following statements into Chinese,



1. Both the traditional ones (that is ,farm products) and the newer financial commodi-
ties are actively traded in the futures markets.

2. Like wheat or corn or any other commodity.money has one price for current deliv-
ery and a different price for future delivery.

3. Various other commodities are traded,including Metallic commodities, Wood and
Rubber.

4. The commodity should be gradable into homogeneous quality categories.

5. Money futures are traded,but not profit futures.

6. The price should be determined by supply and demand facts rather than by the
whim of an individual or a secret process.

7. Since commodity speculators endeavor to buy at a low price and sell at a high price,
they want commodities they can hold in storage cheaply until prices rise.

8. The marketability of a commodity is maximized if it can be shipped inexpensively to
buyers.

9.°A liquid cash market where the physical commodity is traded should be active be-
fore trading in commodity futures contracts is initiated.

10. There are exceptions to this tendency , however ;wheat and several other commodi-

ties are traded successfully on various U. S. commodity exchanges.

Reading Material

Trading Futures

The very thought of trading commodities futures terrifies some beginning investors.
After all ,what in the world does anyone do with 5,000 bushels of wheat? That’s a lot of
bread. And it comes at a cost of about $ 13,000 — also a lot of bread}

Actually very few investors ever take delivery of commodities. They sell their con-
tracts before delivery occurs. If they do take delivery,the commodities are stored in bonded
warehouses , rather than being dumped on their front yard. And they seldom pay the full
amount of the contract value. Instead they deposit 6 to 10% of the purchase price as good-
faith money. On November 22,an investor could have purchased a wheat contract with only
$1,250.

Liz Jones thinks sugar prices will increase during the coming year. In November she
huys one October sugar contract, paying a price per pound of 9. 40(. Although the total
value of the contract equals $10,528,her broker asks for a deposit of only $ 2,000.

Over the following 3 months sugar steadily moves higher in price. At the end of Jan
uary the October sugar contract closes at 1 8 ¢ , and Liz sells her contract . Since she paid
9.4C¢ a pound and now sells it for 18¢, the gain on each pound of sugar equals 8. 6¢. Total

profit on the contract amounts to §&. 6¢ times 112,000 pounds,or $9,632 — a pretty sweet
- 10 .



showing. .
Unfortunately,Liz’s gain is Bob Smith’s loss. Bob Smith originally sold Liz Jones the
sugar contract (both parties to a transaction remain anonymous until delivery). Like Liz,
his only interest in sugar stems from the profit potential inherent in futures. He has no in-
tention of ever delivering sugar to anyone., Long before his commitment comes due, he
plans to buy back his contract,at a much lower price he hopes.

By the end of January,Bob thoroughly regrets his sale of October sugar. He has lost
$9,632,and lately he has been lying awake at night,unable to sleep. If sugar goes much

higher,he will be squeezed right out of the market and most of his life savings.

New Words &. Expressions
bonded warehouse R BifRE good-faith money HEEHT , BBLHK

take delivery %4 close at 18¢ LI18#A4EH AT 5 (M)
the purchase price W 3EHy

o 11



