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IMHODLt riO\

A h h o i i g h n u j i h . o r e v e n m o s t . s p c c u l a t i \ e ai ' t ivi iv in i c i l u r e s u i a r k e l s is

t. o n d n i t e d hv t r a d i n g s p r e a d s , t h e j>rii.'e hch. iv ior ol s p r c a t l s h a s r e c e i v e d

r e k ! ( i \ e i \ l i t t l e a t t e n t i o n in t h e a c a t l e n i i c l i t e r a t u r e . I h i s a r t i c l e : m , d v / e s

i h e p r i c e b e h a v i o r of s o m e p o p u l a r i n t c n n a r k e t a n d i n t r a n i a r k e l s p r e a d s

a m o n g g ra i i i p r o d u t i s . In p a r t i c u l a r , it e x a m i n e s t h e p r o f i l a h i l i l s of kev

s i a n i k i r t i s p r e a d p o s l i i o n s .

S o m e s p r e . u l r e l a t i o n s h i p s h a v e a t t i "ae tc( l t h e l a v o r of m a n v Haule rs

l o r a i o n g l inse , I h c C I n e a g o B o a r d oi "I r a t l c c a l l s a t t e n t i o n t o s o m e

o! t f i e s c h u n o u s s p r e a d s in ils s e r i e s o f b o o k l e t s , i o e u s i n g o n i n d i v i d u a l

sp i ' c ad r e l a t i o n s b i p s , I h e s e i m h u l e :

" D e c e m b e r ( . o in . ( )at Sp read I 'C-* 1'>S''"

" j u K / 1 ) e e e i n b e r t orii Spre,ul 1'i"2 I').S~"

"juK \ i i \ e n i b e r So \ bean S])reaii !'*(»(> i ' fSh"

" \ o \ e n i b e r l ) ( . ' i e m b e r S ( i \ b ( , f n ( r u s h S p i c u l i ' ' " 9 I ' ' S " "

" S i i v b e a n ' W b e a l S p r e . K i i^K*-) I o s * - ! "

W I K M I ' ( o r n S p ( e , u i I ' ) p ? ^ , ^ '

In e s s e n e e . thcs< ' h o o k l e t s f e a t u r e i h e histoi 'v ol ( h e s p r e a d s l o r e a c h

e r o p \ e , i r . In m o s t c a s e s , i h e h o o k l e l i i n h i d e s a s e r i e s ol ' p r i e e g r a p h s

oi t h e s p r c a t l . d e v o t i n g i m e g r a p h lo e a e h w.w- I h e b o o k l e t s p r e s e n i

W . Hriiiu Haiii'tl IS an \ssociiitc I'lojessnr oj I iiuiiief ill ihe I ' ; n e r s ; h of Midifii

Hnbert \\ . kolh i\ ii !'roles->oi in the Dcfartinenl oj I iiiancc. I iii\er-<il\ of Mi,mil.
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no s ta l i s t iea l ana lvsK oi ' (be prsee behav io r o l i h e spreads, nor t lo thev

a^'i're^'ate i n f o r m . i l i n n about t l ie pr iee heh i i v io r o l sprcat ls across xears,

I he C h ieago l ioa i 'd <»i I radc h tx ik le ts i. a r c ! u I K avo id i -e t / i in imend ing

any t i a d i n ^ s t ra legv, b u ! manv marke t ads isors t lo r t ' e o m r n e i i d pos i t i ons

in ihese s j i rcads i r o n i l i m e to l i m e . W h i l e these spreads are vo la l i l c

,UK1 do present p ro l i t o p p o r i un i t i es \n in<tiv i dua l c r o p vears,, some

m a r k e l pu i u l i t s u i i j i lv lh,H these spreads exh ih i f r cguh i r i t i c s in i h e i r p r i ce

behav inr, I or ins tant e. some ;tdv iscrs in ip iv t h a i it is tv pical lv w isc l o he

long or shor l a [ s a r l k u i a r sprc iu l d u r i n g a p a r l i e n l a r season o l the ve.ir.

H a si!re.!d exhi l ) i lN a reuu lar season. 11 pr iee p.iHcri"!. t he re is obv ious

,Mul d r a m a t i c p ro l i t p o k ' i i i i a k I u r t h e r , a s u l l i e i e n l l v s t r o n g pa t t e rn ol

ih is t \ p e e l e a r k v io la tes f a m i l i a r m a r k e l cH ie iencv l o T u l i l i o i i s , W h i l e

these spreads enn tuUK ' l o ho ld Iradei* u i t e r cs t , there has been no c a r e t u l

<,'X,uninat ion o l l l i e ae lua l pric'e pt^- ior 'ntanee ol ihese spreads over t i m e ,

This . i r i i c le uses l i iUu-cs data lo r c o r n , w h e a i . oa ls . and sovhcans

lo les i l i i e pru i ' i tah i l i i v o l l lu ' se i iUernsarke! .inil i n t r a i i i a r k c l spreat ls . '

T i rs t , [he .n i . i l \ s is seeks !n ( l i l e r i n i n c il s[!!cai.l hehav io r varies . i t ross

tise iMJcndar m o n l h s oi she vcar. S e c o n d , t in - s i u d \ ;nudv/es v \ l u i h e r

sjsreaci p ro i its v ai*\ in a svstemat ie vvav t i e p c n t l i n g on the a m o u n t

o f l i n u ' r cnsa in ing u n t i l one oi the (-untracls in the spi'ead m a t u r e s ,

i or m le rnsa rke l spreads, Se^ls tor p r o H l re '4u lar i t ics in spreads b\

ca lenda r m o n i h and also hv u son lbs u n t i l expira( io!J arc p e r l o r m e d ,

S i n i i k n i v , \\n in i ramar-ke i spreads, tesls h i r d i H e r e n l i a l per-formafiet^ in

va l cnda r i n i i i i t hs ,uu i (DI l i i l Te rcn i i a l pc i ' l o rn i a iK e < lepe iu l ing o n ihe t m u "

r e m a i n i n g t n i l i l exp i r a t i on arx- [)res(.'tiU'd.

Some prev ious s lud ies ii( spr-e.ids foL'USixi o t i i h c proMlah i litv o l

( er t . t in spi-ca<l hades l o r examp le . I ' as te rwood ..md Scn(.hai .k : h ) S 6 i

c x a m u i e d arb i t rage oppor t u n i i les i n v o l v i n g spreads be tween l - h i l K a n d

! -h(!nds, Mot i iH 'e a n d ( o h n U*->Si-.i ex [ ! lored i n t e n i i a r k e t spr^eads he-

tween ^ol^i dm\ I b i l ls -iiul R e n l / l e r > I'JS6 ^ s tud ied the t u n i c t rade a

tra i le ni a I - b o n d spu-ad again.sl ;t 1 bi l l i u t u r e s p o s i t i o n , \ hke r i ^ 1 *i<S'M

e x a m i n e d i n i r a i iK i r ke ! spreacls in h (M t i ng o i l l u t u r c s .

O i l i e r sUi i l ies l uc i i sed on o the i ' aspects [t| spreads. M J C I ! as the

d i s l n b n l t o n ol i"einri^s in sp iead pos i l i ons , or the e l lee t i veness ol sprca*.!

pos i t i ons in hedgn ig s t rategies, I 'oKras ', 1 ^)^H)< i"f>nnd iha t \l\v d i s H i h u t i o n

o f in le rmar -ke ! go ld spr<Msi r e l u r n s ex lu b i ts va r iance n o n s t a t i f i n a r i t v .

even ihotiL^li a speelt i i , h n u i i o n a l l o r m v\as no i l o u i i d l o a(le! | i iate!v

nii ,nlii •.', IMK .in inh,i:ii,M kcl
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e b a r a c i e r i / e the observed d i s i r i h u t i o n , J o h n s o n , / u l a t i i , i rvvIn. and

( .er iow i l ' J ^ M i examine t ! i he sov i,omj)!ex er t ish ma rg in to test for

spe ia iku ive ( )p [ )o r tu i i i t ies in ihe c r u s h spread. 1 lu-v l o t u u l l i t t le or no

pro l i t o | i [ )o r ! t in i t ies {or spread t r a d i n g i he nearhv iMHitraets, htU ihcv

d id f i n d that p ro i i t o p p o r t t i n i t i e s exist lo r trades o! d i s ian t (.onlriK. ts.

In a i h e o r c l i e a l n io t l e l . Poi t ras M'-'H'^M sought to d e t e r m i n e vvha! the

o p i i m a l lntt ire,s spr(.'ad pos i t i on s h o u k l he, I , i ke iung his w o r k on spreads

to i h c stmlv ol o p t i m a l het ige j x i s i t i ons . Poi t ras appl ic() .i n i can -va r ia i i cc

i i t i l i U inax i t7 i i /a t ion I ra i i iewot k and lou iu f ihat o p t i m a l spread pos i t io i i s

t lepent l on t rader 's subjc'c t ivc es i inu i tes ol s la t i s l i ca l parameters and o i !

the spread t r a d e r s a U i l u d e t o w a r d r isk.

MriHODOliX.Y

Ihis art ick' corisidcis spreati pcr lorn i iuuc ioi' intermarket aiid intra-

market spreads based h{)ih on iht,' (.ak'iKlar u ionih and on t lu ' monlhs

prior to cxpirai ioi i , Ih is seiiioiT t.'x plains ihe inei Ixjdologv lo he applied

in eaeh ki iul oj stndv.

Analysis *»( Spread Prolits in C aleridar I ime

I h e a r t i c l e ( ^ a n n n e s i h c b e h a v i o r o l s p r e a d p r o i i t s ii5 c a l e n d a r l i m e

o n a m o n t h l v h a s i s l o r a v a r i e t v o l s p r e a d p o s i t i o n s hv t e s t i n g v v h c l h e r

spr f . 'ad p r o i i i s a r e i. o n s i s t e i u l v g r e j i t M ' i n a n ) ( .a ien* . lar m o n t h r a t h e r t h a n

a n o t h e r , I et S^ ,„ , he t h e s p r e a d ' s d a i l v d i » l k n p r o ! it l o r a o n e e o n t r a c t

[ l o s i i i o n l ( i r v e a r K t l u r l i i g m o n t h i n , o n dav (, I h e m e a n p r o f i i a c r o s s

a l l d a i l v p r o f i t s Hi a n d a v a i l a h l e v e a r s i t ? l o r e a c h c a l e i u i a r m o n t h i o i -

a p a r t i i u k i f s p r e a t i a r* ' e o m p n l e d . a n i l t h i s r n e a i i p r o H l f o r m o n t h sii is

d e n o i e i . ] hv \ / j , , , 1 h c i ' c l o i - e .

As an cxa i i i p le . tor the M a n h Sov h i 'a iTW heat s[ !(cad there arc ^1 vears

of da ia , l o r a pa r t i cu la r m o n t h on ih is spread, s i i i h as X h i r i h . there

vvonid be about .2 1 t r . i d i ng tl. ivs, I h u s , eaeh M,,, vMiuld he i he average

ol about (>S I dailv p r o l i l s . i h i s p ro t css w o u l d i)e repeated i o r i he six

m o n t h s oi t r a d i n g hefore ileliv crv ^ Sep temher I c h r u i i r v L 11 fu tu res

pos i l i ons invo lve zero svs icmat i c i"isk a iu l rc (p i i re no i i nes tnscnL i ine
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w o u l d e x p e c l \J , , , , 0 h i r ! ' , K I ) u u s n i i i - ( h i s h v p o t l i e s i s is t e s t e d v \ i i h

a s i m p l e I U-s!,-'

Analysis oi Sprrad PrciHts in t on tract limt'

In a d d i t i o n to si, 'ekiug cons is le i i v ies \n p ro t i i s in ca lenda r l i i n e , the

ai ia iys is exanunes i h e per io rnsanee of var ious spreads in e o n i r a c ! i i i i i e ,

f or examp le , Lo rn a n d \vh i 'a ! i rade fo r e x p i r a t i o n in Mare is , M a v .

J i i K . Sc [Mcmbcr , And i ) i \ embe r , vv l i ich a l lows l ive spix'ad I ra i ies . i h e s c

i ive spreads u) ( .n ru ra t i i i m e arc aggregaie t l to dc te rm in t^ w h e t h e r the

vv heat eor-n spi'ead beha\ es in a svs temat ie vsas' i i c p e n d i n g on [he m o n ibs

rema in i r t g un( li i h e c or i t rae i ex j i i res, I or such AH i n t e r c o m i i u i d i t v

spr<'afl, she studv iesis v \ he lhe r the p r o i i i var ies d c p c i i d i n g on the t i m e

r e n i a i n i u g u n t i l < ' \pn 'ano! ! , inx 'spechve of the t a k - i u l a r m o t i t h I hiss.

in t es t i ng the spread bch, ! \ ior in l l i e nuH i t h p r i o r i o e x p i r a i i o n , i he

I e b r i i j r \ . \ p r i L J u n e . A u ^ u s i , a n d N o v e n i h e r values o l S\ ,„ , w o u l d he

.aggregated. I hns , v \ i th j b u n t ->0 vears o f data fo r wheat a n d c o r n , the

o n e - m o n i h to exph 'a t io i i pe r iod ^voi i id have f ive con t rae i s per vear, w i l h

a b o i l ! 2] tra Jin<j ckivs in the m o n l h . !o \ i<'UI ahot i f ^()(U) nbserval ions.

l Ri sti rs

Dala lo r th is s !n{ l \ are f r o m D u n n And l l a r u i l ! , a eomTnei 'eia] sourt.'e

• >{ i u t u r e s n i a r ks i da la , ( onhMct expirat inn (kiK's ex tend I r on i ] *'oO

to I ' l ' ) 0 , u i l h da I Is uhs i - rvahons i ) e g i n n i n g in I '-)SS h i r some c o m -

f iK)( l i t ]cs. I h i s gives A l u ta i ot I S ^ r o n t r a c i s [hat are exam ined (or

eaeh i o m n i u t l i i v , I esls deve loped in the pi^oeeeding sec l i o i i are a p p l i e d

to m ien 'onu iMHlnv spread ' . , whh a to ta l o l Hl ( ) . 'J6^ ohserv at ions, I h c

sttuiv ,dso cons iders al l n U r a c o n u n o d i t v spreads oi ' the nearhv coiUi"ae!

vvi i i i Uu- e o n t r . H i uv\t closest to c v p i r a l i o n . i i n o l v ' i n g iUv anaKs is isf

^4.22"' ctbser\ a t ions , I he si uds «, oiisicJi.'is m o a d t l i l i o n a l i n t racon inKHi i t v

I ' • < " i M •> i > n ̂ . i - < . ,! •,, I I " • ^ . : . : - ' . > < i!.\ - i i ( n i L i i h 0 . < - i l : > , [ ! H ) I ; K , I : M I l o s M ' - - . u y x ' ~.t-. s f i j l - w p ' v

1 > - i f I l t ; i - l > ' l ' ! i > ; ^ •! l i i ' . - i l I . : M l j . r . J . ^ , , . ] i f i ( I , , s ! . H , i ! . ! M l ( i c W i i - i J i i < i I i l l - [ ^ t ( . | l [ ^ - x p i , - l I . M ( h i '

, t r r , p k - L r i i L i H i H r i | , i ! i < i r - , ( ] , ' 'i-. m J i i i - . ; • [ [ i . d i l i , t i ^ i ^ H H i s [ i ' i i i c d f - , 1 , 1 1 1 s i i . - - - M I I i n i i ' K f i l

p s ; i i . i i M ; i . d h i i l ' , 1 m r c f ^ i i ' i > \ i s i ; l [ S i i s i i l - , j n c ! l i h ' ^ i , i n l i , i i l l < ! < \ l . f h ' H i n l [ M - n l K - . • . i . \ t ! - V i ] 0 i ^

^ , ! i !'!•-• I h n i t u ' ( . l l i f r ( • • . u : ; ^ , i i i ' i , i i i i v I r \ h < . i - , n i ! ] i q u i l a i ! | C i U n r , i s i s i ' i n n i l t n j i d l h c - : - t \ e n

i i i i i I r ^ ' ^ i h I •' ' h e . i l h ! 1 ' i~ I i i i f * h r i i ! ( " ' • •! i ! j i M i h f i H i j i i i s h i i M h c ^ . , : \ i i l ! | i i s i t i i u i n • , [ ! m [ - , [ j i v i , d
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s p r e a d s h i g h l i g h t e i l i n \\\v ISoard n l 1 ra t l e b o o k l e t s : | i i K / ! ) e c e m l ) i ; r c o r n

a m i | i d v ' ' \ o v ( , ' n i ! > c r soy i icLHls ,

I a l ' ik 's ! a n d I I p r e s e n t i h e r e s n l l s o l t e s i i n g t h e i n t e r e o i i i m o < ! i i v

s p r c a i l s i n c a l e n d a r i i m e . I a b l e I c o v e r s s p r e a d s h e t w e t a t t o r n a n d

w h e a t , w h e a t a n d o a i s . a n d c o r n a n d o a t s , w h i l e 1 a b l e !1 p r e s e n t s r e s i d t s

l o r c o j i i .ind S D v h c a n s . w h e a t a n i l s o v h e a n s . a i u l o a t s a n d s o v h e a n s . I n

l a h l c i , i c s n l t s c o v e r s p r e a d [ l o s i i i o n s h e t w e e n M a r c h a n d M a v , WAX

a t u i | n i v . In lv a n d S e p t e m b e r , a n d S e p l e m h e r a n d D e t e n i b e r , I n e a i h

i n s i a n c e . i h e a n a k s i s conssdc i -s i h e six n u n u h s p i i n i t o e x p i r a t i o n , t h e

n n i b u n i p e r i o d o i t i i u e d u r i n g w h i t h h o t h <. o n n i H i d i t i e s v \ o n i ( i UAW

s i i t l i c i e n t h c j i i i d i t v to e i i sm-e m e a n i n g l n l r e s u l t s .

•\s at"! e x a m p l e n\' hovv l o r e i u l i h e l a b l e s , ( l i e u p p e r i e ! i p a n e l o l

l a b i c I r e p o r t s r e s u l t s l f ) r a sp rc , i ( ] p o s i t i o n l o r i h e M a r c h e x p i i a h o n o l

t h e L o r n v v h e a ! s p r e . i d , I h e i i r s t c o s i n n o d i i v l i s te t f is j l w a v s l o n g , a n d

i h e s e e o n d s h o r i , so i n t h i s i n s U n u e M a r c h c o r n is i o n g <m<.i M a r e f i

w l i e a t is s h o i i , H e s n i t s a r e r e p o r t e d l o r S e p t e m h c r i h f o u u h l e b r n a r v ,

t h e six m n n t l i s b e l o r e t h e e x p i i ' a t i o n m o i u h ,

l a t h set o l r e s u l t s i n v o l v e s I m n ' c o l u m n s o l n u j i i h e r s , M i c i i r s t

( . •o lu inn s h o w s t h e a v e r a g e d.t i lv < lo l l a r p r o t i t l o r a o n e c o n t r a e i s p r e a t i

p o s i t i o n , I ! vcrv i o m m o t l i t x a n a l v / c d has a c o n t i . i c 1 s i / c o i S ()()() i )us he Is,

so i i i e r c s u h s a r e c i i re i t lv e o i i i p a r a h i e , ; ! h u s , I o r i h e M a r e h l o n g

c o r n s i i o r t vv l i eu i ( o n i r a e t , t h e a v i a a g e ciailx p r i e e p r o i i t l o r t h e s p r e a d i n

S e p t c m he! ' is S 4 , i ) 2 , s h o w i n g t h a t w h c i t Uvh ic h v\as h i ' l d s h o r t ' rose i n

p r i c e i "e la! ive I o c o r n , 1 he s e e o i i d e o l u n i n g i ves t h e s i a n d a r d clev i a i i o n o !

t h e ( la i iv p r o l i t to i " s l ic s p r e a d p o s i i i o n t o r ( i h s e r v a t i o n s i i i a giv e n f i i o n i h ,

I h u s , l o i ' t h i s s a m e M a r t h s p r e a d o l e o r n anc! w h e a t i n S e j ) t e i n l > e r , d i e

s i .Hu la t c l d e v i a t i o n is S l ( i ~ , l ( l , I h e ih i r< ] c o l u m n g i v ( s i l i e n u m h c - r o i

o h s e r v a t i o n s , v \ h i e h is ( .02 i n i h i s e v a n i p i c - I h e f>( ) i ohserv a i i o n s At'c

d r a w n h o in -> I v e a i s n l \ h u e h <, 'ornv\ i ieLH s p r e a d s , re l let t i n g t l i e 2 ' ) 22

t r a i l i n g davs i v p i e ^ d o l a I r . u i m g m o n t h l l i e l i n a i ( . ( i l i m i i i o i n n m h e r s

| n e s e n i s [ h e t s ta l i s i i c " l o r a ies t o i t h e n u l l h v p o t h e s i s I I K H t h e n i e a i i

da i l v p r o l i t l o r t h e s p r e . i d is z e r o , l o r t h e S c - p t e n i h e r r e s u l i s o i i h e

M . n x h spi(,-ai.! o l e o r n a g a i n s i w h e a t , t h e S4 ,O2 a v e r a g e da i i v p r i c e

r i se o i v \ h c a i r e l a t i v e t o c o r n has a f - s i a t i s t i e o i (!,^'->, ^ \ h i c h is n o l

s i g n i l i c a i i l , I ' o r t h i s s a m e M a r c h s p r e a d , t h e r e s u l t s I r o n i h o l d i n g t h e

s p r e a d i n ( ) e i o i K ' r I I ' b r u a r v a r e r c i ' o r l e d i n s n c c e s s i \ e l i n e s o l i h c ( a b l e .
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I lies!,.' r e s t i l i s h.i\<.' o x a r i K {hv sa t i i t * i o r n i j u s i e l i s f i i s s t ' c l f o r i h c S f p i f i i i -

!>?T | ! ( T ! ( i i n i . u K c ')} t l u ' \ l : H i . i i s p r c i d o ! l o n ^ e o r n n j ^ a i n s l s h o r i W I K M I ,

I I K - l l ru^ o ! r r s t t i i s l a b c i c d * ' \ l j . ' " s h o w s t h f a \ c n i ^ f daih p r o f i t

.it. r o s s J I I o h s c r x ; i i i o r t s i n i h c s i x m s l K u f i i a l ( i i o n l h s O M T w h i c h t h e

s p r e a d is a n a l \ / C ( l , l o r t h e M a r e h p o s i t i o n o f l o n ^ corn and s h o r t

u t s e . U , t h e ; i \ c r i i | ^ e c la iK p r o l ' l t is S,()'-*, i h i s is c o m p u l e d o v e r a l l

o i t h e i ; o ] i ( i \ R t \ ( .Mrs l o r a l l o l ( l i e s ix m o n t h s i S c | i t c i n h ( . T t h r o u * ^ ! )

l ( h r ' E i a r \ i i n t l i e h o U l i i i j ^ p e r i o d , I h u s . h>r a M a r t h p o s i t i o n o l l o n ^

c o r n a m i sh< j r t w h e a t l i e U i O \ I . T -^! t o n t r . t e i \ C i ( r s h ) r s i x i n o t i t h s

per- \ c a r , t h e avc ia^^e d a i i \ p r o i i t is S,0'> per- c o i i S r a c t , w i t h a s t a n -

dard d e v i a t i o n o l s | ~ J , | . S , I h i s i n e a t i is n o l s i g ( t i ! i e . i n t k d i l T c r e n t

f r o m z e r o \l ( ) , ( H ) , I l i e l o r i n u l ' 1 a h j e I I is \ e r \ s i m i l a r t o t h a t o i '

I a h i ( ! , i a h i e I I ! '< 'pnr ts r e s u l t s l o r s p t e a d s o i ior!<4 p o s i t i o n s i o r t o r n ,

w h e a ! a r i d o a ( s , a(,^,Hns[ ,, -duiri p o s i i i o t ! i n s o s b e a n s . h i h i e I I r e p i : r t s

t i o r e s i i l i s l o r l ) < ' c r ] i i i ) e r s p r e a d s , i ) e e a u s e s o s h e a n s t l o i i o t t r a t i e l o r

I ) c ( e m h e r i . l e iKe ! " \ ,

I or- i h r nsos ! p a r ! , I a h l e I a n d I I s h ' ) w 1 h a t t h e r e a r e \vr\ l e w s t . i ( i s -

t i t . -a i i \ s i i ^ n i i i e a n t d e p . i r t u r i " - , I r t i t i t / ^ . T O p r ( i h i s i n r f i i e s p r e a d p i i s i t i o n s ,

O ! t h e I S ' * r e p o r t e d i - s l a t i s U e s o n l \ j ^ h a \ e a n a h s i s l u t e \ a h i e ]arL;er

i h a n 2AK'^ l a k i n g a f - s i a h s U t n l ' 2A) ,\'- c i p [ > ( - o \ i m a i u i L i i h e ^'' \v\v\ o i '

s i n n i l i e . n u e . o n e w o u i d iAp< 'e ( ^ ^ o f i h e i S ' i ! \ a l n e s i ' > , 4 S i l o c x e e e i i

2.i) j u s i h \ c h a i u e , \ U n i e 1 ^ is m o r e i l i a n o n i ' w o u l d <.'xp<.'ct t o f i n d

JList I n i h a n e e . it is n o t c f r a n K H i c n i K d i l i e r e n t i r f ) i n [ h e '•!,^ t ! i a i ( h a n e c

a f o n e w o i d d p r e t l i t . ! , '

I h e 1 ^ si<4nif i e a n i f - s t a h s ( i c s a r e r e i a ( i \ e K s c a t t e r e d , c o n t r i h i r l i n g

t o t h e i m p r e s s i o n o l r - a i i d o n t n e s s . I o u r a p p e a r i n S I K ' e o r n '\^ h e a l s p r e a d .

o n e i n H i e x s h c a l o a ! - - s p r e a d , l o u r i n d i e e o r n ' o a t s s p r e a t i . n o j i e irs

i h e i - o r n h e a n s s p r e a i l , t h r e e i n \\u: s o \ l ) c a n s / \ \ h e a i . a n d t \ \ o i n t h e

( ! a t s d ) e a n s sp i -eac i , ( ) f t h e s e I S s i o n i H e a n ! ( - s i a t i s i i e s , s i \ a r e p o s i t i \ c

a i i d e i ^ h i a r e n e u a i t s e . I n r l h i ' r , t h e r e is l i t t l e ( c n d e n e \ Un t i i e s e [ ( j

v i i i s l e r - i l l a p a r s i c i i l a r e \ [ ) i i a n o n or- in a p a r h e u l a r e a l e n i l . i r m o n t h , h i

g e n e r a l , t h e s e r e s u l t s o l i r i t e r s n a i i ' . e t s p r e a d s i n t a i e n d a r i i d i c a p p e a r t o

I - c | ^ l 1 n » i ' K CM i ( p ' . i i i . ! , v M i . i h i ' , | ! . i u . I n , - . Ih'.-. K M f u p i v .1 i<-,]tU n l l i t i | i r n u I j ' l i ' t i i . K f l

U ! , l l I H M i I i n ^ i ^ i f ' . i ^ l IH
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he eons is ten t w i t h r andomtu ' ss , i here t lo l io t appear tn i>e rc^ii

in t he data that one m i t i h t explo i t in a t r a t i i n ^ s ( r i i t e ^ \ .

I ab le I I I rc[-)orts l i i e resuhs oi a n a l y / i n ^ t i i e same sprea<!s in

c o n t r a t t t i m e . The f i rst eo lun iT i <»i t l i e (ai) ie i r i d i ca les the n i in- ihcr

oi m o n t h s b c i o r c t he e x p i r a t i o n moTi t l i , Bee.uise t i iese resn i ts are

p resen ted in t o n t r a e i t i m e , the o h s c r \ a t i o n s re|>ortetl in a [ ' a r t i cu la r

vow e.in i>e d r a w n i i o m i i i a n \ t l i l i e r e n i l a l e i u l a r m o t i t h s and nianv

d i i i e r e n t ca ien t ia r \ e a r s . i o r examp le , i i ! t he i i rs t i i i u - o i iai>k- I I I l o r

the c o r n / w h e a t sp read , i l i e mean da i i \ ' p r t i l i t is SS, i {I lo r i i i e six n io r i l i i s

i )e iorc the e x p i r a t i o n n u n i t h . W i t h the j,^oo[ls cxp i r in^ i in M a r c h , M a \ .

| u l \ . S e p l e m h e r , a n d D e e e m l u ' r , t h i s ce l i repor ts resu l fs dra^^n I r o m

S i ' p l e n i b c r . \ o \ e n i l ) c r , j i i n n a r x , M a r c h , and J u n e io r those c i i i i c ren t

con t rac t expii ' . iEions, l o r c o r n / w h e a t spread in ( o n t r a c t t i m e w i t h six

Ti ionths r e m a i n i n g lo e x p i r a t i o n , l i i c ^ ! 44 o h s c i x a t i o n s ,\iv a lso re ! le t ted

in l a l i i c I foi" l i i c s i x lh t i i o n t i ! p r i o r to exp i ra t i on OTS t i ie t f i i -n;wi ieat

spread, i a h l e I I I re i leets t i ie t o n t r a t t t i m e a n a l o g oi t i i e resn i l s lo r

ca lend. i i - t i m e r e p o r t e d in hnih h i h i c s I and I I , O l the 42 f -s ta t i s i i cs

s l i o \ \ n in ra i ) le I I I , o n l \ t w o e x c f c d 2,0 in ahsoh i t c \>t iue, I h e s e

resni ts also arc esscn t ia iK cons is ten t w i t h wha t on<' w o u i t i expect i)\

t i i a n t - e , ant i t i i e \ seem to he lu l ls cons is t i ' n t \ \ i t i ! t in* e l l i t i c n t marke ts

I n p o t h c s i s , ' ' 11 a n \ t h i n ^ , l l i e resn i ts in c o n t r a c i t i m e are e \ e n rnorc

l n l i \ t -ons is t i ' n l w i t h ehanee t h a n Uiosi.' o i>se r \ f d in l a h i e s I ant i I I i o r

t a i c n d a r t i m e .

. - \ i l ! on^ t he spr'eatis eonsidereci so lar , t i i c l i oa r t l n\ I ra i lc bot»kiets

ca!i a t t e n t i o n to the ! )e t -em!)er c o r n ' o a t spread , the w l i e a t / e o r n sp read ,

and l l u ' so\l>cai i- ' \ \ i i ca l sp read , , \s I ai) le I sl!ov\s i o r t l ie I )eeen iher

t(M"n'''i)at sp read , l i i c r c is no s ion i i i t - . in t m e a n p ro i i t i o r a n \ caicndar"

m o n t h , ant i t i i c same is t r n e i o r the tonEract t i m e resni ts in l a i ) i c I I ,

i o r the w i i c a t / c o r n spreat i resu i ts in l . i h le I, i o n r f -s t . i t is t ics l i a \ e an

a i )so i iae \ a l u e e x c c c t l i n g 2,0- O f these l o u r , t h ree are pos i t i xe . w l i i i c

t i i c l o n r t h is n e ^ a i i \ e , I l ie th ree p o s i t i \ e / - s la t i s t i cs , t l ! i a i i in M a r t h .

suggi 's t iT i^ that c o r n rose in jiT-|ee re !a t i \ e to w h e a t , l i i e negat ive

f s ta t i s l i c o r e n r s io r \ t i g n s t t r a d i n g ,

I h i s t e tu lenev oi i_oi"n to rise ni \ a l u c re la t i ve to w i ieat t i i i r i n g

M a r c h is re la led to t l i c p e r l o r m a n c c of i i i e so\ hean / \ \ i ieat spreat i ,

I i ic so\ i x 'an \\ heal spreat i r epo r t c t i in I ai)ie I I shows th ree i i e ^ . i i i \ e

/ -s t . i l i s t i cs w i t i i a i )so i t i te \ a l u c s a h o \ e 2 .0 , an t i ;dl t h ree o c c n r in M a r c i i .

( , i r i ' s l i i j t j l d I H I , i k e d 111 L ( U c r ' | H ' c n i ) i . ' , ; h . r f s u l i - " i I , i h l i - l \ X*- i l i > < u - M ' d H I I I K - {<••.[ l l n

o i ) M ' i A , H i o n - , ! C ] i i ) r l i - t l i n i . i \ i \ c i \ , n ' < . i l r r j i K i i - l l ( - i U\i i n I , i l i ! . - 11 a n d H i . M > i\,v\ i l u n^l t . > n ^ l l U ) U

i s , l l l l | > l c l i l . l l J ^ i u ! l \ H K I I ' | H I l i l f l U I ' l U l i - p r i ' l U l M - ( r s l i U s
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I i i c s c r e s n i t s snugt^sl t i i a t s o \ i ) cans h a \ c l i i s t o r i c a i K r i s e n i n prJt e

r e i a t i \ e Eo w iseat t l i n h i j j , t h e m o n t i i of . V h r r t h , \ ! s o . b o t i i t o r n a n d

s o v i i e a n s i i . n c i i i s t o r i t a f i v r i s e n i n p r i t -e r e l a t i v e t o w h e a t t i n r i n * ; M a r i i i ,

C . i ve i i t i i a i t i i e s t a i u l a r c i d e x i a l i o r ^ o i l i i e t l a i i \ j ) r ' i i l i t is s i \ t o t<ai t i m e s

t i l e s i / e o i t l u^ t i a i K p r -o i l l i r i a i l six o l l i u^sc iTtsiani.-es, e a u t i o n l i i i j i h t

!>c x ' - a r r a n t c t l h e l o r e a t t e m p t i n g t o p r o i i t t r o n i t h e e o n t i n i i a n t - e o i l l i i s

r e i i i ! ! a r i t \ ,

\n a t i t i i t i o n t o i i i c i n l e r n j . r r k e t s p r e a t l s jns t i l i s t i i s s c i l , l i i i s s t i t t i \

a i s i i e x a m i n e s l i i c i n t r a n i , i r l > i ' t s p r e a d s ioT- a i ag o i o n e i, o n t r a e t - \ \ i l i i t h e

l i r a i n s ^ e n e r a l i v t r a t l i n g o n l i i e M a r c i i . \ i . i \ . J u K , S e p t e j n h e i " , D e e e i n h c r

e M , l e , t h e i n t r a m a r k e t s p r e a f i s a re lon^^ M a r t l i s i i u r t \ h n . lon<^ M a x ' s h o r t

| n i \ , i o i i g J t i l y s h o t " ! S e p k - m h e i " , i o n i ; S c j i t e n i h e r s i i o r t i ) e e c i n i ) e r - a n t i

U>njl D c e e i i i h e r ' s i i o r l X h i r e h , I i u ' e x e c p i i o n t o t h i s g e n e r a l p a t t e r n is

s o \ i ) e a n s , \ \ i i i t - h tr.idv i o r e x p i r M l i o n i n \ o \ e m i ) e r . h n t n<it l ) c t - e n i l ) e r .

i ! j r i i c a n s , t i i c r e s u l t s r e p o r t l o i i ^ S e p t e r n i ) e r - \ l i o r t \ o \ e m i ) e r a r u ! ion;4

\ o \ ' e m h e r s i i o r t M a r t l i ,

I h e ea len t i .H" t i m e r e s i r l t s i o r t i n * i n t r a m a r k e t sp rea t i s a re r -cpor tc i t

i n 1 a i ) !e i \ , ( ) ! t h e 1 4 0 f s t a t i s t i t s r e p o r t e t i i n I a b i e l \ , o n K t w o are

s i i i n i i i c a n t , O x c r a i l l i i c \ l a v ' j i i i \ s p r e a d i o r o a ! s lose a n a v e r a ^ - o[ S i , 4 "

p e r i i ; i \ , w h i c i i o f r t e r a t c s a i - s t . i t i s t i c o l 2A2. l o i " t i i c j n K , ' ' S f p U M n i ) c r

c o r n s p r e a t i , , \ l a \ t r a t i h i i ^ ^ i ' ' ' - " ^ AD a\,era;^e Jasis j ) r o } i t o ! S 4 , S , pe r

eon l ! "a t t , w i t h a ( - s ta t i s t i t - o l i , '> i , I i tese | -esul ts a p p e a r {a i ie i u ! i \

( i n s i s t e n t \ \ i t i i t h a j i t - e , as o n e w o n i t i e x p e t t m o r e t i i a n t \ \ o s i^ ;n i l i t a n t

( - \ a i n e s j i i s i h \ ( h a n t f , I a i i l e \ p r e s e n t s r c s i i i t s l o r i n t r a m a r k L i sp rea t i s

i n t o n t r a t t t i m e , .issnminj^a, ii i o n o p o s r t i n n h i t h e ru 'a rhx a n t i s h o r t

p o s i t i o n i n t h e t i i s t ; t n t e o n t r a t t . I i u ' s c r e s u l t s o t i e r l i t t l e e x i t l c i u c o l a n \

r e n i i k i i ' i t i e s i n p r i c i t i ' j , , w i t h o n i \ t w o o i -?^ f - \ a h i c s h a x i n ; ^ a n a h s o i u t e

\ a h i e e x c e e « i i n ^ 2 , 0 ,

I h e I ' loar t l o l I r . i t le s se r i es o i h o o k i e t s h)(_uses a t t e n t i o n o n

i\\i> i n i r a r n a r k c t s p r e a t i s t i i a t h a \ e n o t i ) c e n t o n s i t l e r e d t i u i s i a r ; t h e

| [ r l \ ' D e t ' e m h e r e o r n s js rcat i a n d t h e j i i K ' \ o \ i a n i ) c r s o v h e a n s p r e a d ,

I h e s e c o n t r a t t p a i r s h a \ e . m i n t e r \ e n i n u d e l i \ t ' r \ m o n t i " ! u i S e p t e m h e r ,

so t i t c a t l j a c c n t d e l i \ t ' r \ m o n t h s p r e a t i s r e p o r l e t l i n I a h l e \ d o n o t c i A e r

t h e s e t w o p a r t i c u l a r s p r e a t i s , l a i ) ! e \ ! r e p o r t s t i u ' r e s u i t s i o r t h e s e

t w o sp rea t i s i n t i i e s a m e i ( * r rn u s e d i n t h e p r e v i o n s i a h i e s . l o r t h e

| u K / ! ) c e e n - i i ) e r t o r t i s p r e a t i , l i i e r < ' is a s ta t i s t i e a ! i \ ' s i ^ n i f i e a n t l e n t i c r i c x

i n r e b r u a r x l o r t h e | u l \ p r i t f t o i ;d l r c i a i i \ e t() t h e l ) e i - e m h e r p r i t e ,

1 i k f w i s e , l i i e j u K p r i t -e tenc is t o i a i l a^v i ins t t h e l ) e e c n i i ) e r j ) r " i t t ' i n \ h i \

t r -a t i i ng , I i i esc t w o i n s t a n t t - s s i i o w a n a i i s o i n i e t l a i k m e a n p r o i i t p e r

i -on t . i c t o l a i )Oi t t S S , 2 S , w i t h a s t a n d a r d t i c x i a t i o n i i i ) on t n i n e t o t e i i

t i m e s as lar ' i 'c .
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TABLE VI
D a i K D o l l a r P r o h l s I n r \\\u I [ i t rL i i iKi rk i ' t S | ) r t M ( !

( ntll

, ,, . / niiv lnh.'Short Decani
( l i ' s e i ' i a t i i i i i

\io}ith Me<ui S I ) Oils i-Stal \h;<!i M) OBS \-\ial

JAN ?41 57 24 631 1 QB U 9 7 175 04 620 2 53''

FEB 5 20 46.01 b60 2 63'' 5 87 225 06 560 0 62

MAR 0 50 59 27 670 0 22 7 80 19.3 1b 671 104

APR 0 09 54 25 613 0 04 7 86 229 10 (^3 0 85
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