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INTRODUCTION 
In the fieldsof agricultur;~l marketing and agricultural prices conmod-  

ity futures trading exercises area popular means of injecting "real-world" 
problems into the classroorn.There has been little published cvi~luation of 
such exercises. Available evaluations tend t o  be highly subjective. 

This paper presents an analysis of a futures trading exercise which has 
been incorporated in a senior level agricultural prices course taugh t by the 
author for the Fall Scnlester of the years 1970-72.Theexercise is briefly 
described. Results of the exercise are reported. Significant implications of 
the results are quantitatively tested. Finally, some brief subjective com- 
ments are added on  implications which can not be empirically evaluated 
at this time. 

Operation of the I-uturesTrading Exercise 
The same operating rules have been in forceduring tlie thrcc years the 

exercise has been run. b c h  student starts with 55,000 in his account. The 
instructor acts as  broker, specifying initial margin,added margin, broker- 
age fees applicable,etc. and recording trades executed. The st~rdcnl  is free 
to trade in any cornnlodity quoted in the\Vall Street Journal futures mar- 
ket report which coversall major U.S. futurcs cxcharigcsand leading corn- 
modities. 

Each student is required tomakeaninitialcommitment in the market 
by the end of the second week of the semester and after that date to be 
out of the market for no more than one week at  a time. T o  encourage 
thoughtful trading the studenr is required to  submit in writing on each 
trading request the econonlic reasons for that trade. At the end of the 
semester the student is required to write a brief report evaluating his own 
trading in terms of the soundness of his economic reasoning, the reliabili- 
ty of the information on which his reasoning was based and the factors 
not considered at  the time of entering each trade which appeared to have 
influenced a given market. 

Grading is based on the level of tradingactivity throughout the senles- 
ter, success in buy, sell or hold decisions, soundness of economic rcason- 
ing on each trade and the logic, clarity and documentation of the final 
student assessnlent of his own trading. 

Students are prepared for trading by two introductory lcctures de- 
scribing the structure and role of con~modity futures markets, types of 
market participants, trading terms, and technical aspects of trading. Use is 
made of readingsin brokerage house pamphlets, literature from commod- 
ity exchanges, agricultural price analysis textbooks, etc. Every effort is 
made to  prevent market technicalities beinga deterrent to  trading. 

Summary Results 1970-72 
Overall results of the exercise varied considerably from year to year 

(Table 1). In 1970, students lost money on  57.5 percent of a11 trades. 
However, very high brokerage commissions, fees, and margin losses left 
almost three quarters of participants fmanciaUy in the red. In contrast, in 
1971, with greatly reduced commissions, only 4 0  percent of participants 
lost money over the semester. In 1972, large profits on some individual 
trades brought the best overall fmanciai results of the three years. For all 
three years combined wins and losses were about equally balanced with 
students overall showinganaverage gain of $71. 

Individual results,asin the real world, were on occasion dramatic. One 
student in 1970 accumulated $10,144 inlosses during the semcsler while 
in both 1971 and 1972 one student gained about $6,800. The type of 
position taken by participants was analyzed only for 1972. 120ur out of 
five positions taken were long (buy trades), a ratio typical of stnall com- 
modity futures traders in tlie real world. 

Data was available to examine how futures trading pcrfornlance was 
related t o  general academic record, course grade and acadclnic back- 
ground (Table 2). A-students in the course made the greatest number of 
trades and got the highest futuresgradc. However, B-students made by  fa^ 
the greatest f'inancial returns. Cstudents  had lowest tradingactivity, low- 
est grades, and worst financial returns. Non-majors made fewer trades per 
head than agricultural economics majors, but  had vastly superior financial 
results a n d a  fractionally higher futuresgrade.The better ag econ students 
wcre able t o  compensate for lack of financial success by superior perform- 
ance in reporting their results. 

Int Professor of Agricllltural 1Scononlics 
In State University 

\\'hen aver;igc course b ~ a d e  was compared wit11 average GPA for lhe 
participating stndents it was clear that rating of the students in the total 
course closely rcflccted previous academic perform;rnce. Ilowcvcr, the 
averqe  futures grade or average ranking in financial results reflected aver- 
age GPA poorly. 

Regression ;inalysis was used to explore the relationship between stu- 
dent char~cteristics and futures exercise performance. in gencml, the sta- 
tistical properties of the regression runs were so poor that none of these 
characteristics alone or in combination helped explain or  predict futures 
esercise performance. Analysisof the simple correlation coefficients indi- 
cates why (Table 3). 1:utures grade had a correlation significantly differ- 
ent from zero only with number of trades. Thisis not surprising since trad- 
ing activity was a factor considered in determining futures grade. It was 
surprising that coursegrade or  student GPA was not significantly correlat- 
ed with futurcs grade. 

Course grade was significantly and positively correlated with GPA, 
suggesting that in general thc instructor's grading criteria \\(ere compatible 
a i t h  that of other instruc[orsencountered by the students. 

TABLE I - Sunimary r e s ~ ~ l t s  of commodity futures trading exercise, all 
participants. 1970-72 

1970 1971 1972 Total 
Participants 

Total (Number) 19 20 15 54 
S Gainers (Number) 5 12 9 26 
5 Losers (Number) 1 4  8 6 2 8 
5 Losers (Percent) 73.7 40.0 40.0 51.9 

Trades 
Total (Number) 80 62  54  196 
Winnine (Number) 34 36 29 9 9 
Losing i ~ u r n b e r )  4 6 24 25 95 
Losing (Percent) 57.5 38.7 46.3 48.5 

Trading Results 
Gains (S) 
Losses (S) 
Net ( S )  

Financial R e s ~ ~ l t s  
Cornmissions ( $ 1  -10,014 - 3,853 - 2,944 -16.81 1 
hlargin calls ($) (a) - 2,068 - 3,847 - 5,915 
Net (S) -23,580 6,483 20,920 3,823 

(1) lncluded in Commission costs. 
Evaluation of quantitative results 

The results reported above offer little comfort to an instructor. The 
better students by academic measures did not maintain their clear superi- 
ority in a "real-world" esercise. At the same time, the relative success of 
non-ag econ majors (whose business background tended to  be even less 
than that of ag ccon majors) does not conform to  expectations. If futures 
grade and course grade arc an accurate measure of student mastery of sub- 
ject-matter, then mastery of the "real-world" problem did not appcar to 
benefit mastery of overall course content. 

If futures grade is not an accurate rneasure of student mastery of eco- 
nomics applied to the real world, the exercise can not then be judged use- 
ful either in decpcning the student's understanding of ccononlics or in 
preparing the student to  t:ickle "real-wor1d"econoinic problems. 

A further ;liternative is that the futures tradingexcrcise isconceptual- 
1y useful but suffers from operating deficiencies which limit its value. For 
example, the normal futures contract is active for about twelve months. 
In the course of a three-month exercise students are exposed to only a 
small number of trading opportunities and only some of the possible mar- 
ket vagaries. Over a longer time-span, students might gain a new depth of 
perception into theapplication of cconomicconcepts to  a real-world situ- 
ation. The obvious solution would be to extend the esercise over a two 
semester sequence. Where this is not possible, the value of the futures 
trading esercise might be enhanced by devoting more time to it in a one- 
semester course, or by concentrating effort on one or two con~modities. 

TABLE 2 - Commodity Futures Trading Exercise, Relative Performance by Selected groups, 

Group Number Average Grade Average Rank 
I'utures Course G.P.A. Futures Coiine 

% % 
Total 54 11.1 78.2 2.87 8.4 9.6 
Course Grade 

A 26 11.8 84.3 3.2 1 6.2 4.8 
B 13 11.3 78.1 2.77 7.2 11.5 
C o r l e s  15 9.8 67.7 2.38 13.0 16.3 

Average Average I:inan- 
G.P.A. Trades cia1 Result 

(No) ( S  Net) (Rank) 
9.6 3.6 70.8 9.6 

5fajor 
Ag. Econ. 40  11.1 79.1 2.93 8.7 9.0 9.0 3.7 - 330.1 10.0 
Other 14 11.2. 75.6 2.70 7.5 11.5 1 1.4 3.4 1216.1 8.6 
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TABLE 3 - Direct correlation coefficients of key variables. commodity 
futures trading exercise, 1970-72 

f:~~tures Course 
Grade Grade CPA Number of Trades 

Course Grade .20 
GP A .28 .66* 
Number of Tradcs .35 -.03 .I  7 
Dollar Gain .09 .I7 -.03 -.12 

*Significantly different from zero a t  S'% level of significance. 
Subjective evaluation 

Much morc empirical research is needed on the value of alternative 
forms of the futures exercise and other "real-world" exercises. In the 
meantime, logic still sugests th:lt thcre are tangible bc~lefits from incor- 
porating such exercises in ag econ courses. 

hIany students express surprised fasci~ration with the cornpletion of 
real-world marketing and pricing tlcciions. The exercise format leads 
them to read news stories and market comment withcaution.They learn 
the value of individual inquiry in helping to reach trading decisions. The 

process of developing an  economic hypothesis about furure market be- 
havior and testing i t  by a real-\vorld decision, leads to reevaluation of 
their theoretical framework, data sourcesand application of theory to the 
data. They learn that answers to ccononiic problems do not come in neat 
packages (even to instructors) and th;it t he  ~narketplace is an arbitrary 
master. The hopc is that in subsequent employnlenl they will approach 
economic problems with silnilar scientific caution. 

Summary 
Evaluation of three years espericncc. o f  3 commodity futures trading 

esercise i n  a senior level agricultural 1)rices course yielded little evidence 
that  prior training aided perfornlancc in t11e exercise, or that the exercise 
deepened the student's underst;~nding of economics. Gradingof the exer- 
cise was strongly influenced by tl~cstudent'sskill in typical academicpro- 
cedures such as report writing. One implication of the analysis was that 
the exercise required a greater lengtl~ or concentration of class effort to 
contribute significantly as a lcar~iingdevice. We need to know much more 
about why and how such exercises can help our ag econ students learn 
better. 

SUBURBAN RECRUITMENT: A Developing Function of 
A College of Agriculture 

Clifford L. Nelson 

Clifford L. Nelson. Associate Professor. Agricultural and Exten- 
sion Education. University of Maryland 

I Robert K. Heritage, Instructor, High Point High School 1 
hiany land-grant universities are located in or near large urban 

centers. Currently at the University of  Maryland,close to  halfof 
all undergraduates in agriculture liave urban or suburban origins. 
Many turn out to  be outstanding students. Colleges of agricul- 
ture are having t o  look more and more to  these sources for their 
enrollees. Less than 5% of our population nationally live on 
farms and the trend is for even less. Therefore the historically 
typical source for most agriculture students is likely t o  produce 
even fewer students in the future. 

The College of  Agriculture of the University of Maryland has 
conducted over the past 4 years two major programs for high 
school age students. AIthougl~ recruitment is considered as a pos- 
sible o u t c o ~ i ~ c  01' these progranis, education and public relations 
are the major goals. The tirst program, Science in Action. has 
been designed for outstanding science students in every high 
school in the state. Invitations arc issued t o  science teachers 
through county science supervisors (Maryland has county-wide 
school districts) in cooperation with tlie State Dcpartment of 
Education Specialist in Science. 

Science in Action, since its inception, has had over 2600 stu- 
dents t o  the one-day program. The program during the day in- 
cludes an explanatory assembly and visits to  three 45 minute 
demonstrations and displays. Last year there were 51 different 
programs. Students are preassigned to groups. Topics included 
such diverse titles as  Electronic Controls for Scientific Farming, 
Peanut Butter, Cancer and DhlSO, and Environmental Physiolo- 
gy-Hibernation Studies. 

Agricultural Careers Congress is tlie other large program for 
Maryland high school students. Designed for mainly sophomores 
and juniors, the Careers Congress has been an educatiorial pro- 
gram designed to show students the potential job opportunities 
in agriculture. 

The purpose of selecting younger students to  participate is to  
ensure that,  if they choose to pursue an agricultural career, they 
will still have opportunity to prepare themselves for university 
study. Contact is made with higll school students through each 
counselor in the stare.Counsclors arc cor~tacted with the cooper- 
ation of the State Department o C  Education and thesupervisors 
of counseling in each county. Vocational agriculture instructors 
as well as cc>operative extension personnel are also contacted to  
promote tlie progr;im. Over 1600 sludcrlts Irave attended Agri- 
cultural Careers Congress durit~g the past 4 years. 

P r o g r a m s  in the Careers Congress have been developed 
around broad based presentations in animal science and plant 
science. Students have been asked to choose either plant or ani- 
mal science as their main interest and they are also asked to 

and Robert K. Heritage 

choose which department o r  program they have the most inter- 
est in. The  students then attend a series of presentations in vari- 
ous fields of  agriculture including the one thcy chose first. 

A less formal approach involving recruitmerit has been the 
participation of several professors in the University speakers bu- 
reau arid by acting as resource individuals t o  high school classes. 
The Agricultural Engineering Department has a portable promo- 
tional display that has been in many scliools and fairs in the 
state. S t i~dents  getting to know professors seems t o  have a very 
posit ivc effect on studcn enrollment in university progranls 
also. In agricultural education it is noted that students who de- 
cide to go on in this field from agricultural programs in the state 
very oftcrl conic from schools wherestudent teachers in agricul- 
ture are placed and high school students have opportunity t o  
meet and t o  pet to know university personnel. 

An  cxa~nplc  of knowledge of university personnel and partici- 
pation in college programs can be drawn from High Point High 
School which is near the University of  Maryland. .4lthough an 
academically oriented. 2300-student school, H~gh Point has a 
very successful horticulture program. Annually more students 
than can be accommodated choose the horticulture elective. 

The horticulture teacher, Robert Heritage. was trained as a 
vocational agriculture teacher and just completed a masters' pro- 
gram at the Utiiversity of Maryland. One of  his major goals in 
instruction has been to make students aware of  the opportuni- 
ties in agriculture even though all studentscome from suburban 
backgrounds. In addition, during 197 1 and 1972 student teach- 
ers from the Horticulture Education curriculum have been 
placed in this school. 

The following table gives a breakdown on  the High Point High 
School Horticulture graduates of the past 3 years: 

Table 1 - Horticulture Graduates 1970.1971.1972 
70 G n d s .  71 Gnds.  72 Grads. 

3 year agriculture progranis 2 8 5 
4 year agriculture programs 4 3 9 
Attend college in other m;!jors 14 14 I 4 
Military service 3 2 1 
Work in liorticulture 0 1 0 
Other employment 15 8 13 

It is evident, a t  lemt in the case of Hidl Point High School, 
that sottie of the recruiting and contact methods have been suc- 
cessful. The College of Agriculture is still planlling t o  continue 
the programs. Student and adult evaluations of tlie Science in 
Actions and Careers Congresses have been uniformly positive. 
Expanded public relations and irivolvenient of thestate  with the 
College have been results of these activities and contacts with 
potential studerits in agriculture have been greatly increased. 
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