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( V) Jack Clark Francis, Management of Investment. P 708.
LA,
;La:é‘Y\‘:é;,:.,S\l\ slas 5l CU:S”;)Z\.,SU.\ oladadl e ol oS5 Al ¢ J\ar«.ﬂwwﬁ .3
. \\Yup/\ofl&éj,al\
Z\:.:;Llcéjall:La:i\)\g&al:’-bb:eL}ll\()j\jﬂ\‘:é%éj,alljl.@:#\)jscggl.:ﬁqa.@é&als..>
Y s oS Ly Ll

-12 -



JEESPTSUPRINIY CLA\;LU SWly o 4t elis s « Diamonds & Rubies
LYl olie Sloss (e Sl & lnnd T S Mgnal 318 ol g ¢l 2015 ol
) Intangibles iw yolo 28 e s AW ol LNy sty Jadls

& 5 ddad ] J pe Y O Wals 5o dii> o alasNl Slul il Jam iisSs
556 IN deladl Ll s o0 @J Jdrass il oVl 3 Lgesd
el

YW (F I.l.tIJ

ard b et 3 ol ol I an G B I Gaw s
AW e Sl 3 b 5 s ¢ e o G Ll e Y 5 AU a4
Q?géldlecapitalJLL@JLAJT)J&@L&SRJWSJWL}@L%W@\JQ
R Laylpe @ e gl o AT Bl Clusy Y W e a8
e B 50 IV (ol bl Aol et gl eda LIb (8 s
sVl i pandt ) Gl Colr 1E s el ol olum el Tns A
P cpn 2L 0 DU 23 e s ¢ ol ol A1 sl
WU RE PO ) CIRAEAN

Ols 0 ol (3 Lgmtr il 5 Laad Gl sV p ygie V1 p3liall o il 2 5L5 035 (V)
Lo 5 ) Madura s o sl s Dlewll 21 oy dptdh SleNl Ledn 54

: %;TYL.
“ Phisical asset markets (also called “tangible” or “ real” asset markets) are those for

such products as wheat, autos, real estate, computers and machinery *. Introduction
to Financial Management p.108.

L YL Bl eVl 0l iy a3 (U Don M. Chance a3 |
“real assets are tangibles, services are intangible. There are markets for tangibles such
as food, clothing, and shelter, and markets for intangibles such as haircuts, auto

repairs and financial advice. These assets are derived from the economics natural
and human resources. ( Option & Futers op. cit P2 ).

S L 5 U] Charles N. Henning a3 |-
“ When referring to “ real” investment, the analyst always has in mind the creation of
productive tools or inventories of goods and materials that will be used in the

roduction  of  consumer goods or other investment goods
Financial Markets and the Economy P.23.)

(Y) Economic studies reveal that real assets tend to be good inflation hedges. An asset

that is good inflation hedge will rise in price faster than the general level rises
during periods of inflation. ( Jack Clark Francis, op.cit P 708.)
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“Financial Markets are markets for financial assets™"
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A Financial Market is an organized institutional 4§‘[ruc‘[ure, or a
mechanism for creating and exchanging financial assets.

(V) “In amodern economy, investment is carried out by one group of individuals and

institutions, while much of the saving is done by another group. Financial
institutions mediate between savers and producers who invest. “ Charles N.
Henning. William Pigott, Financial Markets and The Economy. 3rd ed. P. 21.

(Y) Financial Markets perform an economic function. They facilitate the transfer of

real economic resources from lenders to borrowers. Thus financial markets serve
the nations economy and the welfare of its citizens “ IBID P.21 «.

(Y) Don M. Chance, Options & Futures, sec. ed. P 3.
(¢) Glossary of Finance prepared by Midland Bank, year 85.
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Financial markets are the transmission mechanism between savers —
lenders and borrowers-spenders. Through a wide variety of techniques,
instruments, and institutions, Financial markets mobilize the savings of
millions and channel them into the hands of borrowers-spenders who
need more funds than they have on hand. Financial markets are conduits
through which those who do not spend all their income can make their

excess funds available to those who want to spend more than their
income.”

éla.ﬂ:l\Qu.ljxﬂ\%Sm@%éﬁ\}gjujlﬁxﬁ-\%)&éjéﬂ\qfﬂ\l.aT
:Lg:bo:ﬁ\ﬂLW\L}u)jsjé}J\olaﬁj;;&o@pdu@b;w

3 Jolas ;;“‘H L_B\j.fﬁ\ B (’ﬁ!\ & sl o Financial Market JU! 3 s "
Aosbs ¢ B 03T 5 d,leatll 31,5V ¢ oY1 5 mad WU ol 5oV J gl
RIS [ IRREN S | (R BT PIPIRT-1{ It PIMEEL PRSI RN PRSI LR ER
LAV A 1590 506 Lpla 3o ans I 0 3 gl 0dn sl s .7 5 5l 0
Lo sS oo Db ¢ gl Sl ) s Bliskly aluasViy JUI 051t Sla] 3
wld Slelaill e JlpeNl ugey S, d s ol all Ollaiialy das 3 dola 4
MW G et s e Uadll ) sl 4, sl 25Ul

(V) Lawrence S. Ritter — William L. Silber, Principles of Money, Banking and

Financial Markets, Fifth Edition — Ch. 6 P.67.
(Y) The Financial Markets usually are broken down into two sub markets, Money

Markets and Capital Markets. ( Don M. Chance. op. cit. P.2.)
-15 -
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(V) The Money Market is the market for short-term debt instruments, Don M. chance

op. cit P2.
(Y)The money market specializes in short-term instruments, by definition, are highly

liquid readily marketable with little possibility of  loss.
( Lawrence Ritter. op. cit p 67).
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RN

Q& Bl gl O " 1d 53l ) “Financial Markets” obS Colo cad o
£ Lasles ¢ Vs s oYl e Led abadl g2 A1 G ] s
(MBS ele I9 3 Gt 1 S5 Lely o V15 el 815V iy

P8 LI 8N ol S ol o SN iy all i B

Mol e 85 Bl 13 L3 5 lll Gl 5Y Gl sl 2 Al Gl sl "

ALl Ol il (3 AEd) 5 e <l ] v”j Treasury Bills L1531 0531 jaas
¢ SV e 5a s Gy AN G Lo ke 15 o Ll T ) 110 e L |
g Ladael 5 5 bl G gl ol al BT e a5 ¢ o3I Lad a5 g YE
S b L sl 1y OF G oY1 aaoadl LY 1 (3 a1 ada 2T s i

Leme o sl e OV eIl el 20 O g 5 ol U512yl 31531 slane g day (V)
.JMJY\@)U&qML@j&;ﬂUcr&\Qﬁ»Q
(Y) Money Market is the market for short-term loans in which the commodity is credit,

the buyers are bill brokers, discount and acceptance houses and the sellers are the
banks. (J. H. Adam. DIC of business Eng. P. 295 )

(Y) “ Money Markets refer to markets in which short term instruments are traded.

Usually we define short term instrument as one that has one year or less remaining
until its maturity ". ( Charles, N.Henning, op. Cit. p11.)

(&) Money Markets are the markets for debt securities with maturities of less than one
year. (Eugene F. Brigham, fundamentals of Financial Management p.109)
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The capital Market is the market for long term debt instruments and
stock issued by companies ®.

I s JU u”i) G pd ady 25 3 “Eugene Brigham” > sall o8 U 5
k‘)&@wﬁﬂ‘dk)
" S 2 gl s VA bl Bl sl p JWT Wl Bl g

“Ca%)ital Markets are the markets for long term debt and corporate
stock” @,
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(V) Charles N. Henning. William Pigott, op. cit. P.12
J e @l e B 18 bl ey oo BN & a0 55 g 1555 D11 0531 Cnlls (Y)
100ke W OY 5 ¢ 5_uaab 558 UM Goid S Lelrl 2 5  Risk of default s yhall g
031N 5 Laa st Sy a5 ¢ it Gyl 3 Lgle Joladl (g2 ¥ 5 ¢ Vs B 5 pmo
o 4 bl g 2 a8 c il Al Us 3L N as- TN el
& I ;;—:M 5 (Repos) wlilers b 2 L s Repurchase agreements s| &Ji s3le] lles
I 15,5 IVl e OF (e 5 o5 5 o (g Z3UT ga g ¢ A& G gon ol ol ol L3
Lo 2T g OF e QU1 ) e S
Charles, 115525 ~a bl bl jull dgre — LI GBI 5N Balst 505) Of g 15 502)
VY e ol e Henning
(Y) Don M. Chance, op. cit. p 2.

(¢) Eugen F. Brigham.,op. Cit.,p109.
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Debt financing is rel&tively cheaper than equity financing because
interest is tax deductible .

S e I 5l el e Lgellaiial o ) o sl OF I3 (3 pgromod
el By 8305 QWL By nadl sloel (olist ) s3I a1 sl wcta
SU3 e Lardl e <la o V.@.JY\ sde a3l ol e ¢ Earning per share
- e By i
G oLl s e das e 1aeT 05 BIUT 2311 & s el OF Y]
csledl REJLEgRY g:ﬂ bllls Financial Leverage aJUi &) Ji el
s 03 S ST AU 5,0 Gren s s Gesd SV G BEYI J2 Ll ed
Sl ds oyl WYY bl sl ISy ¢ WeNT bl sty AU dasl )
il e 4k el el A sl ) LS5 ¢ el ol e azid O Gl
sl v.@_fﬁ Ll Al cuzassl The required rate of return ozl
B pdl SIS Lo 1316 . True value 4idd) i)l o Lo sl The intrinsic value

(\) Capital Markets are those for longer- terms debt instruments and stocks. The
primary purpose of the capital market is to channel savings into investments. The
capital market securities are therefore that mature in more than one year or that
have no maturity date as in the case of stocks. Capital Markets include those for
long- term marketable government securities, corporate bonds, stock, municipal
bonds, treasury notes and treasury bonds. ( Charles Henning., op., cit, pp. 11-14.)

(¥) David K. Eiteman & Arther Stone Lull, Multinational business finance, ed. 1973,
p-220.
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The higher the financial leverage ratio, the higher the risk of
bankruptcy, and therefore the higher will be the extra required premium™
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“The unrealistic results among other things the fact that the M&M
analysis ignores bankruptcy. In practice a firm is confronted with steeply
rising interest rates beyond fairly low levels of the debt equity ratio, since

lenders and borrowers are sensitive to the possibility of ‘Gambelers’ ruin
on bankruptcy” @
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SVl o La it e Gl LT (VT 00 LT ey Y il Lad Jro—
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(V) Haim, Levy & Marshall Sarnat, capital investment and finance decisions p 214.
(Y) Madura, Introduction to Financial Management, pp. 363-364.
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Ac courant says, Ecumenists understand by the term market not any particular
Marketplace in which things are bought and sold, but the whole of the geographical
area in which buyers and the sellers in such free intercourse with one another, that
the prices of the same foods tend to equality easily and quickly.

Alfred marshall-principles of economics-eigth edition p.270
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The distinction of locality is not necessary. The traders may be spread over a whole
town or region of a country, and yet make a market if they are, by means of fairs,
meetings, published price lists, the post office, or otherwise in close
= communication with each other.
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Mercantile The name applied to a set of economic Views prevailing in Europe from the

16 th to the 18 th centuries Adam smith called it merecantile system and the term
mercantilism is derived from that.
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(V) The stock market is a place where such investments are bought and sold at prices

dependent upon the relation of supply and (demand charles Amos Dice-the stock
market-Mc graw Hill Book co Inc 1952.

-The Security market is a place where buyers and sellers come together to trade in
securities (fredrick Amling-investment —Fourth edition-prentice Hall Inc. New
jersey).

- The stoc& Market is an organization which provides a market place and facilitates for
the purchase and corporate securities,Americam peoples Encyclopaedia Vol
17.p.319.

- A stock excahange is an organized market for dealing in securities of businesses and
governmemts (Encyclopaedia Britanica Vol. 16.)
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(Y) Hazem E1 Beblawi, The Kuwaiti stock markets.
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expenditures by the Public body concerned

: JAAI) el Al | ded | LS pid Aupuacdly 2 L)
N FEV PRVC RU (RS CORA PO
(§oldl Jomendl 8 2 -
b 2l sl G e el a5 e el 6T 0Ly s 85 20 B Y
oS ddeais § yim Ll Olbla= V11085 b,y JUI uly Jlaie — ¢
o
g g2l G 5 Oy -0
Al el s Gt M 5511 2 clas] -1
31 ALl o) ol sl I3 "Normal Diidends" &bl coba 3 531 -V
S N o 5SS e
gl L] 5 3055 LUl 5 38 0 15 e 8 paall ol ldis —A
0 gl gy Bl 5 Gl ) ) 555 2SSV Ll 5 ol
sSSs AU el slae] (SE I el allp as el QUL B -4
N DY LIS TS PRSP P PE [ PRCHR RS
Al Bl D e YIS 5 BJUN 25130 e B =V s

LV U, eV s e Ol -

(V) Chamber of The Basle stock Exchange Regulations Governing The admission of

securities for listing The Basle Stock Exchange.
(Y) Chamber of The Basle Stock Exchange.
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(V) The more marketable a security is The higher the price purchasers are wiling to pay.
Financial Management, op. cit, p 10.
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The stock exchange it-self neither buys nor sells securities nor does it
particci{pate in the determination of stock or bond [prices. It Merely
Providies the place where buyers and sellers from all over the country
and perhaps the world are brought together to effect exchanges, Where
the oregs of supply and demand determine Prices in a free aucticn
market .
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(Y) Robert H. Wessel op. Cit p.227.
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The exchange itself neither bus, owns, nor sets the Prices of
securities. All these are activites of members of the exchange initiated by
investors who can express theg investment needs quickly and
economically through the members .
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(V) Fredrick Ambling, Investment, Fourth Edition An Introduction Analysis and
Management p.234.
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" The comman stocks of small companies, especially small rural
banks trade in fragmented direct search market" .
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As in any auction market securities are sold to the highest price and
bought form the broker bidding the broker offering the lowest price.
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Most stock exchanges are auction markets in which prices are
determined by competitive bidding
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"This process is essentially an auction, in this case a two way

auction, by this we mean that the securities which are sold come from the

seller who was willing to accept the lowest price and go to the highest
bidder@)
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(Y) Robert wessel, Principles of financial analysis, P234.
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2 S s cablamn 5 potll ol s wdl (3 2SI 0T st Y ot 0L (el (1)
sy LSLas 13 (g sl U Ol S s el (3 el (ol ek
Lo g emeall 35 Sl o AN oty o8 nSUT sty 1 2y a1 a5 oSO GBS
ol iy OF e b (6T S el (S 1l Al ol
(Y)The over-the-counter market obtained its name from the manner in which security
trading was practiced in colonial days, when most dealers actually had counters in
their places of business. When purchases or sales were made it was customary for
the securities literally to be passed back and forth over these counters. Although
this practice has been abandoned, the name is still applied to those security
markets. (Robert H.-Wessel, Principles of Financial Analysis p.223.
NG INLY K]
The first securities issued by the fedral government and private commercial enter
prises were bought and sold in the offices of banging houses. Theses houses
actually had counters over which investor bought and sold by negotiation and over
which they paid for and accepted delivery in the security in which they were
dealing.
Such purchases and sales were known as over-the-counter transaction to distinguish
them from those executed on the organized exchanges.
(Charles Anis Duce & Eiteman, The Stock Market 52.p.105.).
L..é_.sj K]
Before the establishment of organized exchanges, securities were purchased and sold
over the counter of various bank offices, As organized exchanges came into
existences, trading in unlisted stocks continued to be called over -the- Counter
trading, even though that term was now a misnomer.
The Encyclopedia Americana vol.17.p.727.
La
In the early days of securities trading, stocks and bonds were oftem bought at private
banking houses in the same way that commodities might be purchased over the
counter of a general store. This was the origin of the term over-the counter.
(The New Encyclopedia Britannica vol.16.p.451.)
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(1) The London Stock Exchange, The largest in the world in terms of the number and

Variety of domestic and international securities traded in the United Kingdom there
is no over — the- counter market as such, The New Encyclopedia Britannica
vol.14p.450,451.
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(Y) Strange as it may seem, 95 per cent of all securities trading take place in the over -

the-counter to- day.
Charles Amos Dice & Eitemen, Stock market 1952.p.105.
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(V) The first public sale of the stock of the ford motor company in early 1956 is an
outstanding example of the employment of many securities dealers in an initial
distribution in this instance about 1000 dealers participated, Robert wessel, op .
Cit.p.224.
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(1) (NASDAQ) so accelerated the disclosure of price Information, how ever that it
fundamentally altered the structure of that market (kenth Garbade) Op.Cit P441.
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(V) A. Kennth Garabade, cp cit, p.441.
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(1) Encyclopedia Britanica, op. Cit. P. 452,

(Y) Fourth Market, the market in which unlisted securities. Are traded prlvately

between brokers and clients .
(Y) A block is defined as one transaction involving 10.000 or more shares of stock [jack

Clark Francis management of investment.
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(V) Kennrth Gerbade, op Cit p.420.
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(1) Although market depth and breadth are Closely related in Practice, they are not

identical concepts. (Kennth Garbode. Op.Cit. P421.
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(1) The manager of a western house told the authors that from two thirds to three-
fourths of his current business was on the short sale of the market. The subsequent
action of the market proved that his estimate of the market as a whole.(Ibid p.256).
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Securities markets are not in continuous equilibrium However, The

market mechanism described above is an economic model against which
the model that appears to underlie technical analysis(l)

G OB Ond e V1 Cdodls ) Sl g SN e o2 ) e

e 0N N D) By 50 O Jomtadl oo &l as Sl 2036 S

o3 WG5S A1 el ) Sl 231 el e 5o Y1 5 s B
G gl sy B3l BLSH g 0 50 0 S AN ol s Slim el i

There is no generally accepted and observable intrinsic value

(V) Jack Clark Francis, Management of investment, P.604 — 610 , second ed.
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Technical analysts claim that stock prices do not fluctuate in this
random manner.
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(\) The stock market technician assumes that the stock market has a life of its own,
independent of the fundamental attributes of investment value possessed by
individual companies that constitute the market, Fredrick Amling op.cit.p.548.
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Security prices fluctuate with different degrees of efficiency
(Management of Investment.P.608)
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(V) Charles Amoc Dice & Eiteman op.Cit. P554.
(Y)Ibid , P. 354 .
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The purpose of the theory not to predict movements of security, but
to predict depression and prosperity .
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The Dow theory's purpose is to detelrmine where the market is and it
also indicates where the market is going'".
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A ten minute period in which the direction of the price made two
significant re reversals would generate two new columns on a PFC if the
price did not make a significant reversal during a decade, however, then

(V)Fredrick Amling op cit .528-530.
(Y) Jack Clark Francis, Ibid, P 584.
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the PVC would not move on to a new Column For ten years'".
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(V) John o. Clendenin, introduction to investment 3rd ed 1960.

(¥) Jack clark Francis, Management of investment, Mc Graw Hill International editions.
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(V) Fredrick amling,op.cit.p.529.
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(V) The shares of 5000 companies traded on U.S.Exchanges had lost staggering $190
Billion in value (newsweek 26-10-87).
Mr Regan asked, what had suddenly changed in the out-look for the U.S.world
economies to Justify a 36 % collapse in stock prices over eight weeks.(Financial
times 21-10-1987).
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(V) Charles Amos Dice op.cit.p.355.
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(V) Charles Amos Dice Op. Cit P.380 .
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A growing money supply and a rising security market are
synonymous' .
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# The sharp rise in money rates precedes a decline in stock prices.
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I am to speak of what all people are busy about, not one in forty
understands'.
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(V) Stock & Shares, Hartly withers, London .
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(1) Choose a broker in whom you have Full confidence. Give him all your business, let
him knows your investment plans, get his advice, but after all use your own head
and make your own decision. (Dice, Op. Cit P 66)
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.immediate orders 4, ; 44!

(V) The market order instructs the broker to buy or sell immediately at the price
avalialble to the customer, this means to buy at the lowest price or sell at the
highest possible price. (Robert wessel, Op. Cit. P. 214.)
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(Y) Dice, Op. Cit. P.68 .
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his bond. (Robert wessel, op. Cit, P. 234,

124 -



e B o iy S o UL T 5 el otas a5 2 eliels IS
ol el il L.mul,,o s Jolas B 8 o) g 41 s Desk room
S A b all s ol 8 G Ldatly S0 Sl wllas Lo a5 slnss
M i Room trader Lo aabs o ol ek oo de Gllars (B! (3 GDalras

o by 18 a1

Oloss de s apdllas g o r@?pj G 3 Ll Y 5 dezags

s

V..@..«Y\
s ) bpdl 1 s panall e Bl Al o gl uslae T 31 3Y1 Y 35
Ay 5b

SlsY @ 5l O Sl o) 0528 G O gaeasdls Sl elde (5 0
TGl e O ) (oo 55 &l edia D e U

.Swéyéls:éfﬁl

o 2l el (6 e B AN s 135

Ll e e 5,55 Aol Gy slan VU e ad) 1) (g0 55 20

il 3l o ¢ Ladims 3 gl ) Juad Y sllans It al 5 O o g jall e 5 Vi
&jicgtf\jiw>jug¢@;\fu\f\jiyyugﬁuo;w.saw
o 393 05 (6 g Al Vgl alol o S 08 Sla 055 05 A3 e okl
G ol IO e Bl o il plisl ) Y 38 s gy e L ol 21 el ]
Lo 5y s W AU (31 201 5T oy ) o I sime Saln G 5 L5NT AL
Gl B e U i 055 g2 L Mg ¢ 8T e 4ol OF Gons

O el Sl slde (6 31l odie B 45 OF oty b Sla 0T Y]
o )zl 3l g ey Jondl a3 4B 5 IS 0 S5 e JS O 0lio 501 0 25
indanas |3 0582 5 w13 > Lo 05 S5 Oassly el el LS o
Al @25 el 015 Gala dolasdl dons (o355 Y &l odin OF5 (Vigd s

(V) Charles Amos Dice & Eiteman, Stock Market op - Cit, P. 140.

-125-



06 gl 1l pae 835

The specialist : abgl| 3daie yaaiil! p L

#) am pse ooed o 1 LD Lse Gy ot (Y a3l g
Sl st g s QD o p g8 pd ol aled UG5V
J_waupfj_zij_@;uﬁp@;u:&uﬁL@T;ﬁx\j@u\g\,ﬂ\sﬂp
e 2 i e IO I3 8 L8 el JlasWE ke ey 6T Y] ¢ o
5 bl e & O phaniy e 2S5 The two-Dollar broker M‘Y\ b Jl |3
The specialist ja.esdl >l lolas 224 5 The floor traders 4 U Sl J
L;_;J_Au:ivx_;@g;@rmL@gm;%gﬂ\uuﬂxgﬂgbﬂ\y&gm&
.b\jgjgC;yo,,;swo;ﬁwmgmabbasﬂ

-t OF Bl VI 15 e JU WY S L (6578 om0 ol e Lo
o131 G et OF ams Jlowzad (1 oV cadlos ol s Loy gl slias Lol
s U ol w1 5e 3 5T ) O e SN 38 A e e 58T g
O L35 e ad Joladl O Gme &L 8,5 o o)les) w55 o)) 3 A2
axb 5o JZL western union & 2y iols a4 oda e Juladl 3 e
o Iy s 28, 4l ol o Joladl Lgd L;J.ﬁ ) The trading post 3, yaill
o135 b s lond 015 cladiied as;:s\ ol Aabadl oa ol T sllac 3
LY o G052l o By STalas Lo OF sl B I e

& ik O ade 3] dun Vs Al o anasell W) dage OB Ms wos
AElaS (Bl b Ladiny o s g acde 503101 Sl s Y1 okt 5 gl

Sl 3 de s Super Knowledge 425l 5 6 el 3 ol g a1 G55 O
Ak gl e slol ldnite pe dd bl 3 1 3 Ol

Glos¥ 35, WL (lanall Gk g s 345 avasall oWl Gslas VI 4ab i
RN 31,5 Constant market 5 jeiws 3 s Gl e deluy 4] 3) ¢2JU

() The floor trader has been criticzed as performing no important economic function
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The members of the stock exchange shall be responsible towards
each other for the completion of the transactions carried out by them on
the exchange.
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1- A members of the stock exchange exchange may carry out

transactions at the quotation on a commission basis or for his own
account.

2- Provided that a member of the stock exchange shall not carry out
transactions for his own account in shares in which he has orders to buy
or orders to sell.
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Where a member of the stock Exchange has received orders to buy as
well as to sell the same securities, he may execute the order to buy by
delivery of such securities as he has orders to sell (Compensation) unless
the principal has stipulated that the Order shall be executed at the
quotation on the stock exchange. Where matching orders are executed by
Compensation, the transactions shall be settled at the same price with
buyer and seller.
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On the Cash market the chamber syndicate does not allow opening
price for French bonds to differ by more than 2 to 3% from the closing
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prices for the day before, and opening prices for French shares not to
differ by more than 4 to 5 % from the closing price for the day before.
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Trading on margin is based on borrowing money from brokerage
houses at a fixed and pre-determined rate of interest.
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Many economists believe that excessive margin trading was one of
the factors that caused securities prices to rise as high as they did in the
late 1920 and then decline to the depths which they did in the early 1930s

. It would seem that excessive speculation was bad for the country as a
whole. (Charles Amos Dice, Stock Market, P163).
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A short sale eccurs when a person sells shares that he does not yet
Own.

(ool et SE Gugrns 4w las idas :‘u';b. Robert Wessel 4 ¢
P O BT S Y B L

A Short sale is a speculative transaction designed to enable traders to
profit from declining stock prices.
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Cornering the shorts or squeezing the Shorts".
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 Securities Markets impose several restrictions designed to limit or
discourage short selling that is not applied to derivative transaction.

1N
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“All life is speculation. the spirit of speculation is born with

man” V.

"esldl e e
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In Latin, the word speculation describes a sentry whose job was to

look out “Speculare” for trouble®.
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(V) Edward Chancellor , Devil take the hindmost , a history of financial speculation

P5.
(Y) Ibid P.6.
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A speculator is a trader who hopes to profit from a directional move

in the underlying instrument. The speculator has no interest in making or
taking delivery .
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Speculation: Adventurous dealings or rather commercial gambling’s.
The evils produced by the species of gambling named speculation.
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“ Speculation is controversial. Futures and options markets have
taken much criticism including accusations that their activities are
tantamount to legalised gambling” .

Cj)%;a&)t.él\&l" Zdﬁé&ﬁldkﬁ«ib&okﬁ)ﬂol&wuﬁj
l&)ﬁg}&g;h&l\u¢.&3%l.W}\L@jﬁw&d)bj‘}“{&bqﬁjcﬁjw\
Nl 5l el s 508 s 55 €8 S O

Speculation is the romance of trade, and costs contempt upon all its

NATA ple & uSal (5o st Bree = 2o (3 2ol el = B3 J g (V)
(¥) Glossary prepared by Midland Bank.
(Y) Don. M. Chance, Options & Futures, sec.ed. p. 239.
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sober realities. It renders the stock — jobber a magician, and the exchange
a region of enchantment M,

b e A3 > gl sl b sl daladl & Ll ol S 3 ule O L
G gl A 5 55 3 2 el sl L Ll

Keynes defined speculation as the attempt to forecast changes in the
sychology of the market.

Cieall 3 Alass LAl el Ldie G5 e dal s Lo df cd 525 0
il sl seall il G e 0 s e ol LY O sl e bl
Keynes likened speculation to a newspaper competition in which the

competitors have to pick out the six prettiest faces from hundreds of
photographs .

REFALE USRS RV R (R N UPVIJE It RUWSFS ROV
Cﬂ‘wﬁsw\&uu‘
For Smith the speculator is defined by his readiness to pursue short-
term opportunities for profit .

Jd el ool G e ol e oy LT e = dmll s 1 5a Y1 s
Edward 4 Qladl Cais b=l pw d- Jo ol ol JWl 3 o, 5 a3
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Y S5 e Bl sVl oda 3w nd

it Bl dr > a6 el G g ol AV sl I
Sl 0T DG 3 05 ad) . Wl 2 3 5 A AU GV ke ST
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s s ) 5 g8l 2y e

During the bull market there was no need to employ a financial
advisor to select your stocks “ you could close your eyes, stick your
finger any place on the big board and stock you bought would start
TNC)
rising .

(V) Edward Chancellor, op.,cit,p 346.
(Y) Edward Chancellor, op. cit p 346.
(¥)Ibid, P 1 X1

(¢)Edward Chancellor, op. Cit. P 207
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Henery C. Emery claims that in gambling one party must lose just

what the other wins V.
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“speculation was the life — blood of an economic system where

production was losing ground day by day and mercantilism was invading
every thing @7,
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foreignexchange market dp\“ Sl B (3 Unleladd a1 o) S RKiL

(V) Ibid, p. XII
(Y) Ibid, p.6
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. Trading on Margin
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/(Xl)short sale occurs when a person sells shares that he does not yet
own

HPARYINE PRANI Y ¥ C’E‘J‘ b e 4z “Fredrick Amling” CJN\ s Ll
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A short sale is a speculative transaction designed to enable traders to
profit from declining stock prices .
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“On the early seventeenth century the speculators could take out
loans on shares of the East India Company at up to four fifth of their

(V) Encyclopedia Americana P.256
(Y) Fredrick Amling, investment, ch. 18 p. 250
(Y) Robert Wessel, Principles of Financial Analysis p. 219
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market value, what American letter called “ Margins Loans V.
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(V) Edward Chancellor ,op., cit. P.6.

B! o sl IS 315 Wl sl s o 0 B3y e 4 5 o (T)

Gl " S ] sl = bl e Al eda I e Jalas A JWH (G B

— oY Sl sl oole pdae =" slasiVl Ll 58 (3 La ) so 5 LI GBI 5V
-8l Ll ls S w3 8

- 157 -



ey el 32 el 3 5 525 ekl Al Loy (gl o5 25 ¢ eyl 5
s 2 0 S AN B ) DB oz 150 g ] 510 5 gty olind 35
e ol B 5 g0 3 IS ¢l g Lo  uad ]
sl sdlis J S w1 3 Linda Davis & sl Jslsu55
G 3 3 b2l 0T o S35 4 5Lall e 4L 1 Y1 “Psychology of Risk”
LS amdlodn (3 o gl Jobadl e 00 740 Bty O gl i Y1 G

The community of foreign exchange speculators contribute ninety
five per cent to the daily FX turnover of three trillion dollars, that is three
thousand billion dollars everyday .
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B gl S wlall Il qﬂ\ s Halifax Initiative Coalation (I Laf

Lip Ay ¥ G el G G Sllaadl gz OF ) s 1501 G
3! ool e e TAA LY o gt 50 75 2L

It is very difficult for outsiders to assess how much of the foreign

exchange transactions are tied to production, estimates range from 3 % to
18 % .
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Human nature hasn’t changed, but the scope for financial destruction
had increased dramatically with technology led interdependence of
financial markets, increasing transaction size and the advent of derivative
markets .

(V) Linda Davies, Psychology of Risk, Speculation & Fraud. P.1.

(Y) Jane Inch, Control Options for International Currency Speculation. Paper prepared

for the Halifax initiative coalation.
(¥) Ibid, P.2.
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Some commentors, the billionaire financier George Soros among
them believe that speculative forces threaten a global financial crisis V.

3 e Bl askall ) OVl oo OF "Ll ST R
5 blel) (oS eV g g ¢ Al Al 3

The American passion for speculation derives from the motion’s
fierce competitiveness and appetite for risk .
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This attacks immediately depletes reserves and forces the authorities

to abandon the parity .
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Clearly, short selling is risky, since the share prices could rise
considerably and force the seller to cover at a great loss ¥,
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(V) Edward Chancellor, op., cit. p1.

(Y) Ibid, P. 3.

(Y) IMF staff papers, vol. 45 No.1, March 98.
(¢) Encyclopedia Americana, vol. 18, p 766.
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A manipulating speculator who obtains a corner on the market can
squeeze short seller and profit from this action .
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short selling is evil because seller is disposing of the property of

other people ?.
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(V) Jack Clark Francis, op. Cit. Ch 15, p 1166

(Y) Charles Amos Dice, Securities Markets, p 169.
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He who sells what is not his’n, Must buy it back or go to prison .
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(V) Although “corners” were as old as the stock markets themselves, it was only in

America in the nineteenth century that they became a hallmark of ipeculation.

The aim of the corner was to acquire a sufficient number of shares to force up the price
and catch out the bears who had sold shares short in anticipation of buying it back
cheaper at a latter date. ( Edward Chancellor, op. cit, P 156.5)

(¥) Ibid, P.156.
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(V) the use of futures and options on German government bonds expanded rapidly in
the second half of 1990°s as the underlying securities gained acceptance as
benchmarks for hedging. As a result, the amount of exposure in these contracts has
become substantially larger than that as the underlying security. That allowed some
traders to squeeze other market participants.
( Bank for international settlements-BIS , quarterly review, June 2001 -
international banking and financial market developments ).

(Y) In futures markets , squeezes occur when holders of short position cannot acquire
or borrow the securities required for delivery under the terms of a contract .
(Ibid P.32.) BIS.

() The (bobl) future rose to over 565000 contracts by 22 Feb amounting to a notional
amount of 57 billion . this was over five time the stock of notes (Ibid P.33).
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“ History which has a painful way of repeating itself, has taught
mankind that speculation over expansion invariably ends in over
contraction and distress. If argues of speculation are permitted to spread
too far, however the ultimate collapse is certain not only to affect the
speculators themselves, but also to bring about a general depression
involving the entire country ”@.

e &y b o3 o Blall s 3 e OF ] 548 5 5l Oz 035
e 2l L Y AIW GV Y G g 3 kol e 2L B\l N ALY e

Y b Sl

As a cure for the evil of speculation he suggested a punitive capital

gains tax on stock market transactions in order to force to take long term-
far (3
view 7.

Bl ols 2l 68 L o A dapedt Sl L 1ed o 0
S M3 e STl o 8 I L ety d L ¢ LAl

FRAA anij\J)STJaTdaj Procter & Gamble &5 & jlus b ()

U3y c144¢ &ﬁigﬂj; Ogebe VY o aSVMgaY) al) danall 2L
Wl ] 152 e Eal s ddas 35S a0l oda J 55 o

(\) The experience with the March 2001 contract has led traders to adopt a defensive

attitude............... (Ibid, P33).
(Y) Edward Chancellor, op. cit. P.210

(*) Ibid, P. 222.
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(V) Edward Chancellor, op. cit. P.7
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Financial Investment : @It ballu ¥

financial AW J 3o ¥ amY Ao 555 51 5 &l U lma¥I Gy
Promissory  Notes i_s3YI el 1 5 ¢ ol It 4 r*§__dﬂ&9L§ assets

(V) It brought more harm than good and transformed property from the hands of many
to the pockets of few. (Edward Chancellor, op. Cit. P.190.).

(Y) Investment in real assets, that is the creation of productive tools or inventories of
goods and materials that will be used in the production of consumer’s goods or
other investment goods. (Charles N Henning, Financial , op. cit P.23.).

(v) Tbid, P.22. Lals

Investment is goods and services needed for the good of the community (schools,
hospitals, etc.) and not for financial gain
(J. H. Adam. Longman Dictionary, Business Eng.)
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(V)Investment may be defined as the purchase by an individual or institution of a
financial asset that produces a yield that is proportional to the risk assumed over
some future investment period. ( Fredrick Amling, Investment. P.5 ).

(Y)Charles N. Henning, op.cit.p.22.

(Y)A financial asset is a claim on an economic unit such as a business or an individual.

( Don M. Chance, op. Cit. Ch.1,P21.)
S s Aakae 1AAY B 108 03, 0 A 5 1Y IS 5 ab IS dlaas 1> (£)
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The difference between a speculator and an investor can be defined
by the presence or absence of the intention to trade i.e, realise profits

from fluctuations in security prices ® .
& Fred Schewed sa5 ( Nyse ) o iw Jgs i, ol J ol low
O el oLl W b ety g G0 0T ) Ll dlall o 3 2
L « JUE ol e dasloedl g Hlima¥T e Gabl . "olie2 Oles bl s LA
3520 ks o ALl e WYY Gl
The difference between investment and speculation was like
explaining to the troubled adolescent that love and passion are two
different things. The first aim of investment was the preservation of

capital while the primary aim of speculation was the enhancement of

fortune .

MYl o s o investment LS >l Fredrick Amling (gdeas 465
(O AW a1 e Sl & lall oy

el s adas = oV Sl JLall agall = ZIUH 31y 0N 31 gaad Linr o (V)
(Y) Joseph A. Schumpeter, Business cycles, A theoretical, historical and statical

analysis of the capitalist process (New York 1939 P 679).
() Edward Chancellor, op. cit P. XI.

(&) Fredrick Amling, investments, op. cit. P.9.
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Debt financing is an essential characteristic of a capital econon;y.
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Once borrowers and lenders recognize that the down side of

instability of profits has decreased, there will be an increase in the
willingness and ability of business to debt- finance.
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As Minsky observed, Capitalism is inherently unstable. as each crisis
is successfully contained, it encourages grater speculation and risk taking

in borrowing and lending.
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Many economists believe that excessive margin trading was one of
the factors that caused securities prices to rise as high as they did in the
late 1920 and then decline to the depths which they did in the early
1930’s. It would seem that excessive speculation was bad for the country

as a whole.[Charles Amos Dice, stock market, p.163]
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" Short selling is an evil because the seller is disposing of the
property of others".
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Speculation: adventurous dealings or rather commercials gamblings.
The evils produced by gambling is called speculation.
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Speculation was the life- blood of an economic system where
production was losing ground day by day and mercantilism was invading

every thing.
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History which has a painful way of repeating itself, has taught
mankind that speculation over expansion invartably end in over
contraction and distress. If argues of speculation are permitted to spread
too far, however the ultimate collapse is certain not only to affect the

speculators them selves, but also to bring a bout a general depression
involving the entire country.

(Edward Chancellor. Devil takes the hindmost, p.210).
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As a cure for the evil of speculation he suggested a punitive capital

gains tax on stock market transactions in order to force to take long term
view.
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Management of investment The profit for the put buyer are the losses
for the writer of the put and vice- versa.
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(The Paribas derivative Handbook, p.13)
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Futures and options markets will never escape the criticism that they
foster legalized gambling.
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There are structural theories most importantly Keynesian , but also
including those of institutional economics , that point to

underconsumption and overinvestment ( economic bubble) malfeasance
by Bankers and industrialists
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Fedral Reserve from November 1934 to Feb.1948 :

P il 355800 55 5 g o 1S 50

As Mass production has to be accompanied by mass
consumption , mass consumption , in turn implies a distribution of wealth
— not of existing wealth , Eut of wealth as it is currently produced to
provide people with buying power equal to the amount of goods and
services offered by the nation's economic machinery. Instead of
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achieving that kind of distribution , a giant suction pump had by 1929-30
drawn into a few hands an increasing portion otp currently produced
wealth . By taking purchasing power out of the hands of mass
consumers, the savers denied to themselves the kind of effective demand
for their products.
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The private ownership of gold was declared illegal for reducing the
pressure on Federal reserve gold .
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With wealth one could finance armies and navies hire foreign

mercenaries, bribe potential enemies, and subsidize allies. Power could
be exercised to acquire colonies , to win access to new markets .........
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