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“ 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.

2 YL B Yl ods i a5 I Don M. Chance <3 |
“ 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 ).

gL g2 25 | Charles N. Henning .3 [
“ 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.)

_13_



Ol p o (gl ¢ ol o2 855 ~aIL a1 Al OT G all e

ook W Lo ¢ O ol om el 3l 5 3V ya e yot Byad) SlslasVI
0 S UL a5 2 de gaz SV e SV UL

Al o A e 1Y s a UG ed Zald) sl 1 a0l U5

G el ld las I 1) Ll Ay gaddl BUll 5 ol I pa s ¢ s Rl

aly @ ealds bl slasdl debe s a5 Al ay ¢ AU 5,1l

D oLy
+ dud L (g | Al
i e Lol wljujwcaag,w\ alo; IV e Ul iy |

pde Lo S do past o Gl 0db Lo b UL Gl Eall wle ol
Al pandl cad ¢ M Saas . Bl o b Gus e B L o LY
PRI & Jolas A 31 51 L Financial Markets JU| 31 gl iy a5

“Financial Markets are markets for financial assets”"”
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A Financial Market is an organized institutional structure, or a
mechanism for creating and exchanging financial assets.

(V) “In a modern 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.”

L;z.amw@,ﬁs\asm@%éﬂ‘,@su,ww&é}ém%ﬂm
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Q3 Jolas ;;“‘H d\W;‘}I\ LY r;ﬁ!\ S gl < Financial Market JU| (3 g "
Dosbs ¢ BT 03T 5 &Ll 31NV ¢ oY1 5 as WU ol J o)
oI IRRE N[5 1| BT PIPIRT-A{ It PIREL PRCH R PRSI CR e
LAV L 1593 506 Lpla 3o ams I 0 3 sl odin s lEs 7 5 5l 00
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ld Sleladll o JlseNI usey Sy, E s ol sl Ollaiial s dnas 3 Lola 4
MW G el ol e ladll ) £l 4 ezl @5 Ul

(\) 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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() 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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(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)
-17 -
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The capital Market is the market for long term debt instruments and

stock issued by companies .

I s JU UJJ G sd ady 25 3 “Eugene Brigham” Ca> sall o8 5
J"‘}"’LS;UEQ.’.J‘:'“OB}

“Capital Markets are the markets for long term debt and corporate
stock” @,
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(Y) Charles N. Henning. William Pigott, op. cit. P.12
J3 e @ e B 1 b2 o o U & il 05 (e 155 Bl 0531 s (V)
100t W 0V 5 ¢ 5 555 IV Goes S Ll T 2@ 5 ¢ Risk of default s yhall igd|
021 Vs L oy Sy a5 ¢ ot Gl ] 3 Lk Joladl (6,2 &Y 5 ¢ s B 5 1m0
A & elseal 6 2 0¥ c Al Vs sl e ol eV asT LN el
G 4 ¢ﬂ\j (Repos) <llesr; U = b 5l Repurchase agreements sl allasle) olles
I 18,55 oY1 e O e 5 s o e ( B3USH a5 ¢ &SI G ow ol ol AT Ll
Lo AT gt OF e GBI ] e S
Charles, 1155 &5 rall oLl yadl dogre — AU Gl sN1 1abLst 5,15 Ol yomy U 512)
(VY Lo sl ¢ 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 s gellaiial o ) Jo sslil) OF I3 (3 pgromod
el By 8305 QWL By nadl sl (olissl (] (s350 sW1 a1 sl acias
S e ezl e «la o V.@.fﬂ\ sae sl Of e & Earning per share
el By S a5
G oLl s e das e LT U5 BIUN L1 )1 & a5 Sl OF Y]
csladdl U BEJLgRY &5:5\ blly Financial Leverage aJUl dxsl | ol
fns 3 IS T AU 3,150 Geans s (s SV G YT J2 oLl (el
DU Do i) SN bl sl LS5 ¢ odBY1 bl sl AU dedl )
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sl ("'@“N Ll Al cuzass! The required rate of return ozl
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(V) 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.)

(Y) 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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(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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iz AV s saal e BN o 45 )
“ futures contracts made on organized exchanges called futures markets.”

bl a8 s Wi B ledane Y1 0SS Y G 5 ciledine ol g Slis o o daad |

:Jsdl | Robert Brook’s Lal _ads ¢ over-the—counter Market Ll

0585 ¢¥ 38 &5 (Futures contracts are traded on organized commodity exchanges
alaa Y] 085 Y R 51 OF e dalaill oo, I 1 G 2
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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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The more nearly perfect a market is, the stronger is the tendency for the same price to be

paid for the same thing. at the same tine in all parts of the market.
principles of Economics, eigth ed, op.cit p.270
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Eric Wolf — peasants — prentice Hall Inc, 1966 p.40 Nash - Premetive and peasant
Economic Systems-Chandler Publishing Co, California 1966. p.60
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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.

(Y) George Daltom: Economic system & society-(Politicul Economy), B.T.
Mecormic.P.30.
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(Y)Money Banking and Credit in Medieval Bruges A study in thd origns of BNanking
(Rymond De Roover,ph.D.-Mediaeal Academy of America.1984.
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(\) 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 stock 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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() Securitied Markets are impersonal or open markets, Buyers and sellers of securitied
are usually unknown to each other, and usually trade through brokers or dealers.

" Financial Markets and the economy charles N.Henning, wiliam pigott 3rd ed (Ain
shams university)"
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(V) Archer Choate op. Cit.p.124.
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Appropriate data concerninig Final(lﬁial status, revenues and
expenditures by the Public body concerned
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() 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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(\) 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
participate in the determination of stock or bond prices. It Merely
Providies the place where buyers and sellers from all over the country
and erhaps the world are brought together to effect exchanges, Where
the . ggs 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 thei¥ 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" .

Al oS Yo 08 s 83l VAAY Zd VY (035 0 5 G e g pall g2l GLST ()
Bie SIS el g DI GLOYY G Jobadl 552 Y s VA0V 2 VTN o5, 04
G [ JAVL SN N [ S PV S PRV e BN [ PO [ U PREN
Ml wdys cadl ZoMd (alss aavl gy Baiall o5 ) Lo ol 0505 ¢ LU Syl
el Gl e 1o oy Joool g 20l OF Y] etlls G3 e Jolas IS 0 5l oSy
G JSob Al ol gl o515 VAAY B Q0 (13, JUN ol G 056 I e
3 sl U 31N G Joladl 058 OF e as VA 33l s ¢ e 3 &I G155V
poetor sm Lo 5o OBl Joladl wds Vs B o U ls 21 (g Aol 5y 4o )5l
bl 055 30l & LW BN G el 5T J3kadl 5T Bl & G ddllsdl

W e Jlols ull
(Y) Kennth garabade — securities markets MC Grow — Hill book, P.423 .
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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 " .

I n 885 28T 055 OF g A ST T U5 OF B s (S5 4 U
ol = o A two-way auction G 55 5 ;s Ll e Melall oda fﬁ'@‘&l ol
ledla, A1 Y sl i gl sl Lgze 3l 6] Lenr o A B105YI
o ke Hlea V1 el om0l (s sl ad] I3kl Lele Juagt s O sasL)
ol e
"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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Gyl § g b ol s e I3l ) ity Ul i gy e 5T 0
B s GeedSVy sl Ol e il gL Gl Lponsl s das JI
The over — the — s mlaall ldag C.w\jJ\ Labinoy LJUI G gl @ il
o Sdaal U5 Ay el AL o Bl Ll st S (g1 5 counter market

5 oS cabllamal 5 el (ol s wdl 3 2SI OT ) shate Y ool 0L el (1)
s s (L2 13) (g sl S SOl S s el G el ol el
Lo Il omeall (35 Sl o 1 sy 2 eSWT sty 12 ) pa s oSO G5
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(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.
ICMJS_}
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;jj
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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(Y) 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 Fredrik Amling, Investements, op.Cit. P.252.
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(}) 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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(V) (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) Encyclopedia Britanica, op. Cit. P. 452.

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

between brokers and clients .
() 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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(V) Although market depth and breadth are Closely related in Practice, they are not

identical concepts. (Kennth Garbode. Op.Cit. P421.
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(V) 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'"
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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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() 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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(Y) 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 .

Joes OF sl Ul 5 sl & pasney (o) (el OB (6 5T 5 5km s
cgsbasl 55 ull g ol el

02 A OT Bl s Ll 5 saanmn s O il o) 5 Lo s OF Lo Al o alad
Ao ol Ll b Ak G Gl Bse U] BB o S sl L0 e
.Uis

(V) Jack Clark francis , Op.Cit.

92 .



The Dow theory's purpose is to determine 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

(YV)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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(1) John o. Clendenin, introduction to investment 3rd ed 1960.

(Y) 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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(Y) 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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() Charles Amos Dice op.cit.p.355.
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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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(}) 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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(V) Robert Wessel, Op. Cit. P. 215.
(Y) Dice, Op. Cit. P.68 .
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(V) gt is customary in some brokerage offices to send out each Friday aconfimation
(Dice,Op. Cit, P68).
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(V) Robert wessel, Op. Cit, P. 215.
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(V) Robert wessel, op Cit. P.P 231-234.
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(V) Para doxically aman may be a fraud and a thief in his other dealings and at the same
time be honest while on the floor of the exchange. Here a man's word is as good as
his bond. (Robert wessel, op. Cit, P. 234.

124 -



e 8 8 iy xS o UL T U5 el cuns a5 L2 eloel s IS
Ol e il L“de els Jlas sy, 5 oo & g 1 5) Desk room
Sl 1 Sl hally LUl B8 G Laadly S Sles] Sllos o 45 lass
J 4,%: Room trader La,] 4ad I o ek o de Gllars (B ged! 3 Dalnos

e by 18 3l

Oloss de s apdllae g o ﬁ,uj Gt 3 bl Y5 dezags

&

{,.@MY\
s ) b bl 1 s panall e Bl ol o il Gnslae | 31 3Y1 Y 35
Al b

sV 38l O Sl ol 028 3 O paasalls Sl slde 5 0
1Ll e &M ) a5 &l ods I e AIU

& pats B o 3 1 gV

o 2l el (e i B AN G 135

Ll e Janis 5,55 Aol Gy a1 W (e adl 1) (g0 55 20

iad 8 4l o ¢ dadizis 3 gl ) Joad Y sllans ) ol 5 O o g jall e s 1
&j&\,ﬂjwUJsVs@ui;\,wf\ijpu(.sﬁuojgw.;a;,.a
OﬁUJ;VSQM@@y)@|f\jiyggsuaﬁﬁwsyﬁw\
G ol IO e L) ol plisl o W) Y 38 s gy ey L ol 201 ol ]
Lo >y 5 BSWI AU (31201 5T oy I o I sime sl G s 151 AL
Gl G diie Sl & i 055 52 e s ¢ BT ey 4o OF Gons

O gzl Sl slde g 31l odie U 45 OF ot Lo s 0T V)
o )zl 3Ll g ey Jondl s (3 4B 5 IS 0 S5 e JS OT 0lio 501 0 25
inaas (3 0582 5 VI3 > Lo 0 S5 0aysly el el LS o
Al 635 el 015 dala Lolass) doss (o335 ¥ &l odn OF5 (VigA s

(V) Charles Amos Dice & Eiteman, Stock Market op - Cit, P. 140.
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(V) The floor trader has been criticzed as performing no important economic function
and that their activities in crease market in stability. Fredrick Amling op. Cit, P.
243.
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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.

1 bawgd | oo Gl o pLS |

SIS e aslaa ¥l Lo J sl Lo 555 0T Sy A liald 125
e Yo sl caas ¢ GdS sl eV 5oa 3 i 5 2 Wl OG5 05 2 Y1 e 4] dge
Sllas wing OF Lo 5l 552 Y &l 2e 3 LI B, 5Y1 lio 5 daladl 2505301
O T sl M o5l () ol 5 a1 a5 Ol ST ol ald
A el a5 8Mee a8 p3le el Y 10as 618 3 5T

e £ U a5 3 oda e 3 g rall w2l we 3 Y1 20 Gl
1Y) e QU1 Olee G g 11 o)

-133 -



P
1

a3l aled UGV 515 La Lased OIS 13] o I o ey (D)
AT oy I 0 Y Al oy ldl o BT T sl a5 Ol

Ol LI G ol Gylael Lased OIS 13) Lo sl e Fe ()
53T Ol ST I a3l o cp plll s 5150001 ol sl els 2l
de e (5 IS 5T Lo s SN g0 Y] ol I oyl o e, BT Sl S
o gl B 5o JS

V] sl Il 6 s Lo 3 gell w5 ) LT 421 015 SO w2l LT =
do o S s e £ Bl oo 3] cadilu oo Daom P15 Lo ol OIS &
ERIWIE PPN ;\f:j@gbﬁ\ Bl gl Ol 5 e 855 N 552 W0 Y
Leails go T 51 L e ol Lrpls) ol slas e (T Ol gl (g & 58l
3 5 I e el 201 Tl oY 34 5525 ooV sl e e BT T g 3T
A AT db g

Ol Jomw @ 4l o3 b ALl Ol 2l SOUIN g 2l A2 L -
o5 05U e e il Bl ais 3] cade L6 )1 oS 5 daus ol 2015
oo Slhenll Ay O e s 18 Bl eliae] O 1Y e YY 0 03 g8
fo sl e o3 VT b 2 a3 805 il Sl T & gl o ol
Pl e e el sl elan il u e T 3 ol el d olles Bk
ORI
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 of Margin : oalal! s/, : igi
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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.

(o) Sl (S Ggins dy,Liae dos 14l Robert Wessel 4 ¢
I O B E o S Sy B I

A Short sale is a speculative transaction designed to enable traders to
profit from declining stock prices.
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 Securities Markets impose several restrictions designed to limit or
discourage short selling that is not applied to derivative transaction.
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“All life is speculation. the spirit of speculation is born with

man” (1.

2 . . .
"ol e e

\H

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

P.5.
(¥) 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 elill o sl s 20 e OF s sl ol alall 3 e el ) &5 LAl
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Speculation: Adventurous dealings or rather commercial gambling’s.
The evils produced by the species of gambling named speculation.

e a,La 1 00 Jp ! () ol s Sl e g po comlio cond U3 5
Uil s « Ui 13085 ) 45 3 5 a1y ol )Ll Gyl O 5 ¢ sS Juor s G5
G 318 S e 2 Y el 4Ll a2

“ Speculation is controversial. Futures and options markets have
taken much criticism including accusations that their activities are
tantamount to legalised gambling” .
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Speculation is the romance of trade, and costs contempt upon all its

NAYA ple 4,81 (5 me ol Arae = a3 Loyl dlel = B J g (V)
(Y) 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 ‘.

b e A3 5wl sy b sl Ll & Ll Lo 1S 3 e O L
G gl A 5 5 3 el Al el Ll

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

il 3 Ay LAl el Lt A3 e da] oo Lo ) b 525 0] s
il Al peall lte G e 0 e T LY O sl g bl
Keynes likened speculation to a newspaper competition in which the

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

oo A ) LAkl sl Ll U] &olaed) 4 im0 (3 Soem o3l 3
Cﬂ‘fﬁsw\%u‘
For Smith the speculator is defined by his readiness to pursue short-
term opportunities for profit .

I T ool G5 e Lol e oy LT s = diall s 15031
Edward ae QUi CaiS b — ¢l gt Lo ol i) 11§ Sl 5l 0815
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oY) S5 e Bl Yl ol 3 e nd
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s s ) BB L 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
o)
rising .

(V) Edward Chancellor, op.,cit,p 346.
(Y) Edward Chancellor, op. cit p 346.
(™MIbid, P 1 XI

(¢)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 "
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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 9.
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(Y) Ibid, p. XII
(Y) Ibid, p.6
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%)short sale occurs when a person sells shares that he does not yet
own
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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 .
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(V) Edward Chancellor ,op., cit. P.6.
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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 ).
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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 "
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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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() 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 M,
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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 @,

RO @\:J\ i sl Ol sl Sy 1755 50 025 Lo sl i (3 ol
Godl G SO Gan I3 e o A1 5Y) olles ola g Jol i
Oyl Oas Y Lo O gney ol Y short-sellers s 328l Lo sl
! squeezing the shorts 8L Ml G a5 G sl g &ylall a}j ool
555 &gl £l sl comering the market & p2SUl Lo O gy cp ) 152

NEPRANY

Al g Ao Sl SIS Byl 5 (Bid 3 g G plhos a5 5l o2 581 0 Bibai=
(1) 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 speculation.

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§

(¥) 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 ” @,

Al &y 15 53 ot ByLAl 5 2 e OF U] 758 5 ale O gz 03
e 2l o 5L Y AIW G Y G g 3 Slbandl e 2L A\l N ALY e

=Y sk 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-
COR <))
view .

AWl IS A1 S e o A gl Ll 8 2 5005
.Jzﬁgewsoﬂ;siw@&g_a);;\uc:jgi»,‘a{,w\w

PR ols all STasl a4 Procter & Gamble S 5 gl cal O

U3y 144¢ J{fj‘;ﬂj; Ogebe VY o 45Vl Wl) danall 2l
Wl D152 e Eal s ddas 35S 2l oda J 55 oy

(V) 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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(Y) Hong Kong Monetary Authority, bulletin, May 95 issue 3.
(Y) 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 " idsa & ,Lall e Ho C Emery a5l b lda e o 3
MU O g 15200 il o S B 5 ¢ Lgmis e ool L 5 0S5

Investment : yLeliu¥!: Lylﬁ

) Qu|)V:wY\¢j@b o @lasl psgdl 3l ¥l J e
JUN Ll @ &dlall ssl3l sa Real Investment (gslas Y| e seall 3 lnaVB
I8 bl &Il I oW ] B BLS| S 32 5T e ¢ gameall b
fdl e 053l 1S5 ) Jlass Sl sgedly Slaalls VY paznall
consumer's goods £.SMgiu! CL“ ) & elbsal (6,2 O g L";J\ Sl
Jiest e ol GBI e Slas ¢ investment goods Gl po 23] 5
Pl b8 5l olalls DYV oo a3l o5 A1 4,2 4 Bl

The process of capital JU u*’TJ s ddas SULAT Sl o | S
.7 formation

On S M LY ey ¢ Slaazndl & Jled I 0 oS sslias sua 3]
U T 0SS dles 3 Y1 A U g ualasiYl

3 el WL Al U LT ol sl el s 3 AW A U e |
Gl s e ) 2 o s

] e o el e Calzed QU e sgdar sl L]

Financial Investment : @Il bellu ¥

financial A U1 J 5oV aY dewgo 55551 2 &l U la¥I Gy
Pmmmmw'P%wsLf@@huxm_ﬁﬂ¢ou@_JUﬁ%_wNSaﬁms

(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.).

(Y) Ibid, P.22. Ll

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,P 21.)
LS s dadas VAAY R \oqrjjojsuumjd\y“y\as;—a&dl:s&iw.> (&)

-167 -



e aldl 31N e La s AU By 5V Gl gl (o 88,401 & o S
3 Joladl g2 6l ¢ Lald 55 21 e dmkd) GBIV 3 Jaladll 6 12 o & ol
Ll 85 3 A gVl 2y 5l eda Lo B 5a G AU GV Gl
Pl aol Ol Wias jiagy J ol (3 205 g5 20 Ol g OF 203
Gl L3 o Gl adn o gl A L3S 20 e 2 A G b, Lo 13)
D s A d ol G Al 55 3 ol s 055 s A5 5
¢ el ¥ 19 A yliial | ( NI 0927 9

S, A1" 01 4 JLA. Schumpeter " A s " gl (5 slaacdl (g5LaBNI Cond
o A e N B Ol ST o 0dpad SCa el LAl Gy
dolie s &5 4z L 13) T my 61 20U p pgtan 5" LI GBIVl Sl
SR RIVRE RS Fe PWIE IR PN FCW - S0 NN NP (WS E JVWIPE
b slal as sdaay 0455

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 i Jos 4oy ol dl b o
01" ale olad WsE b ety Lt 31 OF Jf Sl dLall oy 3 )
L ¢ JUE ol e dabloell g lima¥T e Babl L Moliez Oles dablly A
35 s a ALkl e WY1 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> o) investment LS Lo Fredrick Amling gdzs 43
(O AW e S e sl ALall oy

el s dndas = S Sl Ll agall = UL G 5V GBI gl Lirr 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 econor£1y.
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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 invariably 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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Mariner S Eccles who served as Franklin .Roosevelt's Chairman of the
Fedral Reserve from November 1934 to Feb.1948 :
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As Mass production has to be accompanied by mass
consumption , mass consumption , in turn implies a distribution of wealth
— not of existing wealth , but 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

n
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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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