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A short sale occurs when a person sells shares that he does not yet
own (316),
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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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It is customary for brokers to loan Certificates to one another so that short

sale transactions may be completed (320),
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The margin in anyTransaction is the amount by which the value of the
collateral exceeds the sum owed to the borker,at the time a purchase
is made, the margin is necessarily the same as the sum of money
deposited by the client with the broker (346)
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There are two basic types of options : the put option and the call

option(415),
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Four types of privileges are employed; The put, the call, the spread and
the straddle(3)
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A call is a contract, negotiable in form giving the purchaser the privilege
of purchasing a given number of shares of stock for a certain period of time

at a certain price (416),
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The call is a contract to pay money for the right to buy a certain security
on a given date at a named price 417),
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The buyer of a call option acquires the right to purchase from the seller of
the call option, i.e. to demand that the option-seller deliver the shares
underlying the transaction at the agreed striking price(‘”a).
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advocate buying a call as soon as one sells short(#19),
The call is used to manipulate on the short side of the market(420).
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- Since he is a leader, many traders will sell short, thus aiding the
decline.
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A put is a Contract, negotiable in form, giving the Purchaser holder the
Privilege of delivering to the maker, for a specified length of time a given

number of shares of a certain stock at a price fixed by the contract(422),
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The put is a contract to pay money for the right to sell a certain security
on a given date at a named price.
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In the case of a put option, the purchaser acquiers the right to sell to the
seller (option - seller) i.e, to deliver to him at any time during the option
period and at the agreed striking price, the shares forming the object of the
transaction (423).
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puts are purchased by those who think a stock may go down (424)
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The use of Privileges in trading
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If the trader believes there is a drop in the price of certain stocks just ahead,
he will buy a put instead of following the usual method of selling short(425)
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A Person who buys a stock hoping to sell later at a higher price may also
buy a put as a hedge against a fall in price. The put enables him to sell the

stock at the price for which he bought it (426).
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The proftis for the put buyer are losses for the writer of the put(428)
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The straddle is the double privilege of a put and a call. It secures to the
holder the right to demand of the seller at a certain price within a certain time
a certain number of shares of specified stock or to require him to take at the
same price within the same time the same sharzs of stock (430).
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The market price of the optioned security.
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The puchase price, this is the price the option buyer pays to the option writer
when the option is originated The option may be resold at a different
premium
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This is the price at which the option writer can be legally required to
buy or sell the optioned security - It is called the striking price or The contract
price .
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If an option can be exercised at any time up to and including its expiration
date, it is called an American type option. If it can only be exercised on Its

expriation date it is called a European- type option (439).
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After estabishing a brokerage account you could tell your broker to sell a
call option on IBM stock, YUd do not need to own the stock, you just
need to maintin a certain balance in your brokerage account.
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In fact most investors who sell call and put options expect the market
price of the underlying stock to remain fairly stable, In this way, the
~ inverstors keep the proceeds from the sale of the options without ever-
being forced to buy or sell the stock (461).
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Most investors who puchase call and put options sell their options for a profit
(or loss rather than exercising them) (462)
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More than 50% of call options are unexercised this sug as a Principle
options and put options are too risky (463).
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the writer of the profits for the put buyer are losses for the writer of the put
and Vicea (475).
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Since one party gains are the other party's losses... ect.
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"If the line between common speculation and a bet appears rather

fine, it is almost invisible to the naked eye of an ardinary observer

the case of options, and hardly visible in the case of double options even in

to the sharp eyes of judges whose lives have been given up to the making
and refining of distinction (476).
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Index options are useful way of reducing market risk, and also of simply
betting on the directions the market will take (477)
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The New York Laws hold that such cusiomers are gambling in
differences and that such transactions are invalid (478) .
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(208) The single important source of funds for corporations is Debt security

--- Investments, op. cit, pp. 114-115.

(209) The decision to finance part of long term capital requirments with debt
is a decision to utilise financial leverage. (ch.3-the firms Financing
decision-financial management (Archer choate op. cit. p. 80).

(210) Bonds represented almost 80 percent of all New issues of securities

sold in May through éep 76. (Fredrich Amlig. op. cit p. 115).
(211) The second major reason for the issuence of debt securities is
the ready market that exists for them (Fredrich Amlig. op. cit p. 115).
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(221) Longman Dic. of Business English, Jack ADAM. P. 61
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(223) Most secured bonds are backed by a mortgage on real property

(Land and buildings). In some cases specific property is not designated as
colateral against a bond issue. Instesd a blanket mortgage is used which
means the bond issue is backed by all of the firms real property, Bonds

~ can also be secured with a chattle mortgage which is a mortgage secured
by personal property. (Madura, Introduction to financial management
1988, p. 433).

(224) Madura. op. cit. p. 439.

(225) Longman Dic. of Business English op. cit. p. 61

(226) Topics in investment analysis Notes prepared by. Dr Medhat

Hassanin. the American university in cairo. sep. 87.

{227) Longman, Business English dictionary
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(231) The london Interbank Offered Rate (libor) that is The Rate at which
three or six month money is offered by leading London banks or
other bankes (A macro Economic Analysis. The Euro Markets
Financial Centers across national borders. Case study by Nouran
Mosutafa Kamal American Univeristity, 1962. Topics in Investment

op. cit, p. 56.
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(233) Topics in ivestment op. cit , p57. & Longman Dic. Of Bus. Eng
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(236) Topics in investment op.cit p. 49. Case study about the
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University, 1952.
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(297) Spot markets provide investors with opportunities for the purchasse

and sale of assests for immediate deliverey and immediate payment
kenuth Garbade, Securities Markets ch, 15, p 304.
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(315)A short Transaction is also a margin Trade. It differs From the margin
purshases in that short seller owes stock than money , Robert Wessel op. cit
220.
(316) Encyclopedia Amaicana, op cit ,P 256.
(317)Fredrick Amling investmants Ch 18. op cit P. 526
(318)Roberl Wessel , op, cit P. 219 "The seller is short as he lacks What he
has sold. All sales at the stock exchage are Particularly spot - Cash, delivery
being requested within 24 hours with rare expectations.. or failing To do
deliver "new Standard so must. borow The necessary Securties to
Dictionary New York, 1960
(VT o el Sl psiea) Tualoaly Tullall 3land 1 ) Lposhaad 3,545 = paslall saaes (TVY)
(320)Robert wessel Principles Of, Financial Analysis, P 219

T e ol &‘)‘-U‘AJ[?'” ..\:\.1..‘4("'(\)

(322) Clearly, Short selling is risky, since the share Prices Could rise

considerably and force the seller to Cover at a great loss "Encylopedia
Americana op. cit., P. 766.

(323)Amanipulating specualur who obtains a Corner on the maket can

squeeze short seller and profit from this action (Jack clark Francis,

Managemenl of Investmeat Ch. 15, P. 1156.
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(326)Short Selling is evil because seller is Disposing of The Property of
other people, Charles Amos Dice op. cit ., P. 169.
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(345)The New York stock exchchange requires a minimum margin of 25
Cent of The Currenl market Price, charles Amos Dice, op. cit., p. 158.
(346)Robert Wessel, op. cit, p 210
(347) Jack Clark Francais op. cit., p.1.2
(348) (a) Many economists believe that excessive margin trading
that caused security prices was one of the factors to rise as high
as they did in the late 1920,and then dec line to the depths which
they did in the early 1930s, It is estimated that 1.500.000
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persons were trading on magin in 1929. It wouid seem that excessive
speculation was bad for the country as a whole and that margin
trading should be kept within limits, charles Amos Dice, stock Market
op. cit., p. 1963.
(b) The irrational spaculation based on margin trading was found
in the "New ERA" market of the 1920 when margins averaged,
about 20 per cent , (Robert wessel, op. cit., p.218)
(349) Fiancais w. Hirst, The stock Exchange, a short of Investment and
speculation london, 1945.
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152 o5 Forward Deals in Kuwait, dominate the stock market \A ,a L 4,5 Sl
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Kuwait forward Deals differ from the usual forward transaction known i,
in other markets, Kuwait Forwardsales are spot sales with credit. the
kuwait stock Market (1946 - 1980) |. B. K.
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Forward markets, in which deals are arranged for Future deliveries, to be
paid for an agreed dates or ofter delivery Longman Dic. of Business Eng.
P. 205.
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(360) A buyer who Wants to take immediate title to an asset should iook for
a seller of that asset in the spot market, Kennth Garbade -
Securities markets Ch. 15., P. 304.
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Charles Amos Dice ,op.cit., p.244.
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Option contracis differ from future contracts Up By wsblya suiiSndie 4 vela gay
because they separate the rights and obligatins which are bounded
together in a further contract. Garbade, sec. Markets p. 368.
‘L_m,,‘g-:y.csuwle;,mJJulL.u,f.Jf‘..n.g.a_,..f-Qu”gtduigjskmsbl.-d‘ts&u(i.\)
Slibee = Slose ke — ol sy §loa¥ Lign Ssallane (Shilly WU 331 @la g Sall
~ AUl Sl g lad g Gyl Leadly Loyl = wblS 5o = 5 s lall G Ladly LWL G Y1 Lea s
Aepgll Jilse b podlad ) bl (g1 o lasken gy sanl o - Zaadlead! elyidl alas] e guupa

Ya.



A peall Sl = VAN o (Sl 5la3; Lo yall = ey jpaii cpus (£-V)
il pae — s gali Gpeas (£14)
-0 « Laadua¥l sl sl Te g — Lum sl Piliss i oM o putill = Slasbis cluags sand s (£-4)
il saill e lbaall o3a i ye3 Tllall Ggaad) b Loadlsd | L S5k Jae Wl a4l 30
ot L1 dsall b olbaall 30 bl 5 opLaall gy M) o 5,080 Gy Tia ¥l pal )l Gl 405
S e S 0530 il slbeall o8 Gasgaill by da¥ oluleall s JUEE A 5aY 5aasll S LYyl
e e e 43 Jilie elldy Llaall 32835 pae Gpiphll aa¥ Gay € e e fo)l5 8 Lisiaats 28l
Lyl Gloa pgs Lbadll 0,6 Gaows 3 padl oy ilaal) 30835 pie e paggaill U wule 3ita JUI
oo J3L5 1 Jlisd diall 345 e 5l o codssadll ghyad Aiaall (L1 1 53l i i Ll
Al
. BUCLe T CAR)
‘il paye = Glaslis gy saal s (£VY)
gsladl gl (£1Y)
Yo ¢ Bilow paye — Leadloa¥l HLSu¥] Syl Jae = (pall ans saaf (£1Y)
(414) Jack Clark Francis, Management of investment Ch. 25., p. 634.
(415) Dice Eiteman, The stock market op, cit, p. 245.
(416) Fredrick Amling, Investments, op. cit, P. 180 ch.5.
(417) Francis Hirst, the stock exchange, a short study of investement and
speculation.
(418) Form, Trading and Administration of Securities Decutsche Bank p.
81.
(419) Charles Amos Dice & Eiteman, Stock Exchange, op. cit. p.257.
(420) Ibid, p 252.
(421) Dice & Eiteman, op, cit, p. 252.
(422) Francis Hirst. op. cit.(v)Di Eiteman, op. cit ,p. 246.
(423) Fom. trading and administration of securities Deutsche Bank, P. 81
(424) Enyclopaidia Americx..1a Glossary of stock Market Terms, P. 725 .
(425) Dice Eiteman op. cit p. 250.
(426) The low encyclopaedia Britannica. op. cit vol. 16, p. 451, Material
security trading.
(427) Dic & Eiteman ,op cit p.251.
(428) Jack clark Francis ,management of Investment ch. 25, P.644
(429) Dice & Eiteman op cit p. 246.
(430) Blacks law dictionary by HenryBlack , Th ed 4 1966
(431) A staddle differs form the spread in that the straddle allows put and
call to be excercised at the same price,
while a spread specifies one price for the call and another for the
put dice op. cit. p. 246 .
exercised -"A spread is similar to straddle but with the call option
at a Price higherthan a put:
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Fredrick amling op. cit
(432) Call- of- more option, an option That gives The buyer, the right
to buy double the stated quantity of securities, if he so wishes, longman Dic,
of Bus English. p325.
(433) Put- of- more option: An option that gives the seller the right to sell
double the stated quantity of securities if he so wishes Ibid.P 326.
(434) Jack clar k Francis,0 p.cit P834.
(435) Garbade, Securilies Markets, Ch. 17, P. 357 .
(436) Francis Management of investment, op cit, p. 636.
(437) Franc is, op. cit, p. 635
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(339) Kennth Garbade, Securities Markets, ch. 17, P 358.
(340) The occison the other side of every contract. It acts as a clearing and
settiement intermediary in the trading and exercise of Listed options.
Securities markets, op. cit, p.637.
(341) Since The OCC inserts its name into every option contract, it
essentially becomes the seller in every option purchase and the buyer in
every option sale, Francis, Management of investment
(342)A: In Fact most investors Who Sell Call and Put Options expect the
market Price Of the underlying Stock to remain fairly Stable. In this way
the investors Keep the Proceeds from the Sale option Without everbeing
fotced to by or sell the stock, Madura, Introduction to financial
Management, ch 19, p527.
B: More than 50% of call options are unexercised , this suggests
as a Principle call options and put options are too risky for The
average risk overting investors,"Fredrick Amling, Investments ., P.
184.
C: An alternative to exercising the put option to make a profit is
to sell it for a higher price than was paid for it " Madurs, op. cit, p. 526 .
D: As Indicated earlier, investors normally sell options to take
profits other than exercising them "Madura, op. cit,p. 526"
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(456) Madura, Introducition to Financial Management, P.527.
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(461) Madura, Introduction to, Financial Management , p. 527.
(462) Madura, op. cit, p. 526.
(463) Fredrick Amling- op. cit, p.184.
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(471) The length of the option varies from thirty days to one year
Investement, Fredirch Amling, op. cit, p 181.
(472) Writers of longer term option charge larger premiums than writers
of short term options on the same security,
The charge is higher simply because the probablilty that the
option will be exercised and that the writer will iose money
increases with the length of time the option remanis
open.Mangement of investment op, cit, p641.
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(475) Management of investmen, op. cit. P. 644.
(476) Francis W,. Hirst. the stock Exchange.
(477) Management of Investment, op. cit, p. 651
(478) Ibid. ,
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