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Swaps, spots and bubbles

SIR -You give a balanced
treatment to the debate on
excessive speculation in com-
modities markets and its effect
on prices (“Buttonwood”, June
26th). There are, however, two
problems with your analysis.
First, the oECD report you
cite, which argues that specu-
lation has no effect on prices, is
highly flawed. The reportuses
a Granger causality testto
measure the relationship
between the level of commod-
ities futures contracts held by
swaps dealers, and the prices
of those commodities. Granger
tests, however, are of dubious
applicability to extremely
volatile variables like com-
modities prices. Furthermore,
the Commodity Futures Trad-
ing Commission estimates that
lessthan half of swaps dealer
positionsin energy markets

* arerelated to index fund spec-

ulation, which is the primary
focus of the debate. Yet the
OECD analysis assumes that
the holdings of swaps dealers
provide a perfect proxy for
index speculation.

Second, the article shares
the common misconception
that futures prices cannot
affect spot prices because
speculators do not take deliv-
ery of physical commodities,
and therefore do not “hoard”
in the traditional sense. The
reality, however, is that spot
prices of many consumable
commodities, including oil
and corn, are setby long-term
contracts that are based on
futures prices, allowing the tail
to wag the dog.

There is strong evidence
that speculation exacerbated
thelast oil and food bubble.
Speculation will fuel the next
one too, unless meaningful
speculative position limits are
established.
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Slow progress

SIR - Itis amyth thatIndia’s
infrastructure developmentis
being hampered by a dearth of
sufficient available capital
(“Infrared”, July 10th). In my
dozen or so years of experi-
ence, no bankable project has
been abandoned or delayed
mainly because of lack of avai-
lable equity or debt capital. If
anything, the scarcity of such
projects has caused cut-throat
competition among investors
and bankers to participate in
schemes that do eventually
fructify.

The fundamental issue
with most projects is a lack of
dependable revenue mod-
els—a result of both “ability to
charge” and “willingness to
pay”—justifying commercial
rates for what are essential
public goods.

Since 2004, the Indian
government has adopted a
“supply” led approach to
infrastructure—focusing on
increasing the level of in-
vestment without effectively
addressing the fundamental
problems of institutional and
governance structures for
delivering public services. This
is the easy way out. Reforming
the delivery systems entails
challenging powerful vested
interests, not something that
most governments want to do
unless forced by external
circumstances. Furthermore,
usually such reforms are the
responsibility of state govern-
ments, notnecessarily known
for their reforming zeal. The
states with the best infrastruc-
ture are the ones with the most
effective governments.

ANSHUL RAI
Dubai

Nuclear treatment

SIR - Your article on wheat
rust (“Rustin the bread basket”,
July 3rd) warned of the “wheat
plague”, Ugyy, capable of
decimating crops on which
millions depend. In 2007 the
International Atomic Energy
Agency, the Food and Agricul-
ture Organisation and more
than 20 countries affected by

~ the disease joined forces to use

nuclear technology to find a
Uggg-resistant wheat variety.

Through mutationinduction,
wheat seeds exposed to gam-
marays can express new char-
acteristics, such as the vigour
to survive drought or resist
diseases like Ugg9. This tech-
nique is cost effective, environ-
mentally friendly and mimics
nature’s own spontaneous
mutations. Our most recent
harvest this year raised hopes
that we might produce the first
Uggg-resistant mutant plants.
Should their offspring thrive,
we may in the near future find
a variety that could defeat this
wheat plague globally.
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Well-being at work

SIR - Some of Schumpeter’s
concerns about the movement
toimprove psychological
health at work are misplaced
(July 10th). In our experience,
the c-suites of many large
corporations are rife with
dysfunction and at times even
pathology. Interventions
designed to unearth, deal with
and remedy these malignan-
cies not only benefitindivid-
uals but also promote psycho-
logical health within the
executive team and through-
out the organisation.

Also, nobody measures the
value destroyed by overly
aggressive leaders who create
cultures of fear. Psychological
dysfunction in the boardroom
often becomes emblematic of
the whole organisation. Just
look at Enron for proof.

Our evidence isincontro-
vertible: diagnosed early, and
with follow up and support,
companies who supplant their
physical wellness programmes
with some attention to indi-
vidual and organisational
psychology not only help
talent retention, weed out bad
apples and improve satisfac-
tion at work, but alsoincrease
operational efficiency and
create value.

GRAHAM WARD
INSEAD Global Leadership Centre
Fontainebleau, France

SIR - Companies do not wa
for employees to have bad
backs before providing ergg
nomic desks, and mental
health should be no differer
By providing a culture whe;
employees can talk about t}
psychological well-being ar
by making adjustments wh,
they do so, employers can
prevent minor problems spi
alling into major ones. This:
not “sticking their noses wh
they have no business®, just
basic human decency and
good business sense.
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Preferable premiums

SIR ~Readersin America are
likely to be envious of the
“sky-high” premiums Italian
pay for carinsurance (“Clain
and misfortune”, July 1oth).
You stated that the unlucky
Italians pay an average of $5
a year which is over twice as
much as the French pay. The
averagein Americais over
$800 while in my home stat
New Jersey, one pays over
$1,200 ayear.
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The battle continues

SIR - General David Petraeut
is surely equal to and possihl
better than General Stanley |
McChrystal (“More thana
one-man problem”, June 26t
However, he has no magic |
wand for Afghanistan. If we
think he has, we might as we
believe Afghani corruption
hasended, Hamid Karzaiisa
credible leader, poppies are
grown for their beauty, wom
en are equals, warlords have
embraced the government ay
the Taliban have beaten their
swords into plough shares.
JERRY AUTRY
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