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Futures contracts are firm commitments to make or accept delivery
of a specified guantity and gquality of a commodity during a
spocific month in the future at a pricé agreed upon at thé_time the
commitment was made. The unique attraction of futures contracts is
that they offe: an cfficient and affordable way of participating in
~he commodities markets without .all the complications associated
with owning the physical material - such as arranging for delivery,.
storage and insurance.

i Lese than three percent cf all “utures contracts tradecd each year
" result in delivery of the underlyving commodity. Insteadl, traders
| generally offset their {futures oositicns before their contract
mature; realizing the profit, o©r ioss, which is the lifference

between the initial puxrchase oz sa.c price and the pr-ce of the'
offsetting tragsacticn. ‘ :
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