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

man” V.
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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 .

8 elll e 8l bl 20 e OF Uls Bl ol i) 3 e Lol ) & 5La1
"ne .on -

Speculation: Adventurous dealings or rather commercial gambling’s.
The evils produced by the species of gambling named speculation.

e a,Ladt 00 Js )l ) ol s iU e g po comlio wopd 3 5
Lol s ¢ Ui 1008 om0 3 sl s ol L) Gl OF5 ¢ S Jut 5 UGS
Lo 318 e sS e 2 Y el Ll s

“ 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.

- 152 -



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
:NLQ_E..W%;JU Vavaele Sl R.U'TO_&Q.L-L& >4 a4 chancellor
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
&;J\agu\as,}mi,\;_;yj‘,mwxb;&oméiéwgcﬁjw
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.

M Sl oo Do omeols Lndl Il o S 5l s A1 iy el e
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:Daily Life
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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,

S HUatY o e S e b Bl V1 b O all 483§ Ll U
.<">a)wxdp\@d,ﬁtcﬁ)ég;y,@qfabwi

Jols ¢ oslasVI U s e Gy ol Cali (g i) Lo sgion 5Lkl 5
O lgal o e Bdiny 5 Olas Jf b il Y1 Lesbas Lo D1 BLINI 0,85 0

SA s dly me ] LT O e 4] golas V) predll & Lolally
QPRE N WER JOI N ESS PR PILCES QU [P JURT- RN PR RLY

foreignexchange market dp\“ Sl B (3 Unleladd a1 o) S RKiL

(V) Ibid, p. XII
(Y) Ibid, p.6
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s Sloball gl gl bl e oSlay Y u@ioi keI ST alall asesld
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o5 Loy A BN Wb 0,5 Y 8 bsdl e oslall of (S,
Y o A 485 paall e 5Ll 0B ¢ I Ab L I ES 5 e Lesl L,
(ol el 2l G m L g s b sl 3 gmo w5 NI G151 el 2 g s
. Trading on Margin
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de bl 35 3 o5 NG5V e ikl ST e e S A Syl
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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
Sld g5 i Lo 136 ¢ bajme Gaisey OF Jol o 25 80 1L G1y5Y o 52
M Y esle] o gan & G AU G151 el 2 08 LA

islae ides b 528Ul e ol Robert Wessel s <ny 2
oY slad oLl I e e 31 eyl S s

A short sale is a speculative transaction designed to enable traders to
profit from declining stock prices .

b bl e dLalL Glay |8 s

oo 15 011 BB L s L B Gadl e b 3 pmall Lo &sLall L
S s Il 855 jaen Ll 085 4T g S5 OB ¢ 3 pmall Jo o plan Wl
Sl el 20 Lms Jolny AV AU bl 1 3S 2 ) Jal Sloo] ) ol ¢ ST
O PN ENI

shay A5 hawasell Lodal ST Ganm we caiS b eVl G2 e
Trading on el & >l wlles O @ S5 o ¢ L Lal Sy
P\ o3 e Oshag LAl O e ¢ 2o wludl 031 G ol Margin
33 gedl Bl ol gy i 155 31 e iy 055 43 201 b3S 5 g
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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.
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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”
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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 .

Roddll 35,46 ¢ g3 g2 5 SN a0l e s e Bkl o pudl s

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 % .

Wbl o b Jle oS0y i 1 & 2l dedall OF bl 1 a5l a5
EL A PP I 2] Axe o : B
Wsswdu\g\yiﬂ}j@ww\ywrm@sﬁas,ﬂa,\i\;g

bl Oﬂjcgg)\.\,éﬂo.cowagé)i wﬁuﬁl\jo-i O S s s

RS RSN PR N UV g - W PRV EUCPRRces

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 .

Lylall o of lalsge did oo oladl cadsls ¢ Al Sl pndl Sl Ll
c%u;;gwwq&yaw,y%g;%}ﬁyubwwg
speed up the collapse of " &b Jl dlandl HLsbs g ¢l JIA\)W%UA
as e SL ol o s2edl s ciled) ol Gl aadl 3 sdis US 5 |1 ¢ currency
L Gl ol B G Ll Szt Jf 633 L

This attacks immediately depletes reserves and forces the authorities

to abandon the parity .

VE o dl Gele 3 5lke YY) i e ral Lol Bl Y1 Saisdl 43
s O 1 a1 Lt 3 e SV b e el e 5V 53 ke
FRERE RUNRTRT P (R ICEIR [ BNV VR S RU QPSSR
S MG 15 e Sl deal) ja Lo Bld] 5 ja dabi

de ol Slas e BN LAL bl cod a5 48 25 Y1 e gl L
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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 ¥,

e V10T I3 bl Gy G iUl Lo wdl OF el 1 p & imy 525

(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 .

s 3wl G sl e o) “Dice” Cho s 5 e sl pa o Ul 5
L0 A Sy 8 Oy UV OY

short selling is evil because seller is disposing of the property of

other people ?.

do 05U AT U (om0 SIRY1 e mon ke Sl Utiny

cornering the shorts & s iSU 55w b ay |d lanadl wlela IM 0 6 250
e DLl 8,8 all 5T wLadl BIS e UM 0 o Byl LI a1 0T (8
o S Sl e UG L b (Soudls Lede Banbls 5l et o Lol
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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 .

G gkna] @L:J\ i gl Sl gl Sy 135 50 025 Lo suall e 3 ol
Godl G OSOL Gan 13 e o ) SR olles ola g Jodl i
Oyl Odes ¥ Lo O gnny Y short-sellers s 55l fe sl
L“gT squeezing the shorts 41 EMawsl G ay b 3 sl g Lylall dﬁj oo
G Sl ) ! cornering the market o5 2531 Lo O gang cpdll 5153

N PRANY

ol g Lo Lot SIS B lad 5 i B g (3 prlhos LaiS 5l o8 551 0 dai=
(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
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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-
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 ()
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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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Yoo 41 (i) D ekl eliald el Ll s WU bl — Lol 5 5Lall 341 (V)
(Y) Hong Kong Monetary Authority, bulletin, May 95 issue 3.
() Ibid , PP 11-12.
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“Saint Thomas Aquinas declared " It was unlawful and unjust to sell
dearer or buy cheaper than a thing is worth” @,
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(V) Edward Chancellor, op. cit. P.7

- 165 -



el e el i s LAkl e Ho CEmery sl b lds e o 3
MU g 418 2SI gl e &SI B 5 ¢ g 0 el a5 OIS

Investment : ybeliudf!: Lol

) Qu|)bth\¢}@& o @bl sl 3l J e il
JU A, Q &dlall 8401 5a Real Investment (golasi¥| o sedll 3 ,laNG
18 At Al I oo ) ol BL| S 0 5T s« pamall 220
el o 053l 1085 B sy Sl pgedly Slally YV pezmal]
consumer's goods LSzl CL‘ ) & eldszal (6,2 O g L;“J\ KINEN P
Jisl de ol Y1 e Sl ¢ investment goods & |t o sl o
Pl sl clall s DYV ee sl o5 A1 & 2 54 Bl

The process of capital JUI JJJ s Adas LU LAT Sl o | S
" formation

On SN S 5LV ey ¢ Slaazadl (@ el I 0 oS salias sua 3]
DU T 0SS adas 3 oY1 A U g oliasiY

3 el W A U LT ol sl S B2 3 AW A U e |
il s S ) Sl o e

] ae o ¥l e Ciled QU 4o sgder iz YI L]

Financial Investment : @It ballu ¥
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(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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" The higher the expected yield, the higher the risk".
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(V) Fredrick Amling ., op. cit., PP.9-11
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