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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.)
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“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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(\) 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)
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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
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“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.

- 18 -



s a0 55 80 iy ot TGS o BN a8 Leke ol I G315 59
o.uv,‘e_:,.Ww@ww}Lsgu,w\@uuwquwxj‘fu
S 5 ¢ 8 gy Ll Sy 5 o V1 2y b s oS I 51,591 G5 5
Lol ol S 5T & 01 Layoas 1 &l ol 5 Lpagnl 5 1S 201 ol
o é,w| oA Sl s B ol e S
Jesed) (G daan das IS 20l s Bl gl OF 31 LS Ol (6 15
o A1) g e 3 A Sl SLadl 05 ¢ gl e ] 212 | S 2l
oo 0T bl e a1 o] I3 g s gadl ye ol lis] IS
e e T 85 IS o Jasall 0 G Gt f o0 s e s 50 2 8L

Debt financing is rel(%tively cheaper than equity financing because
interest is tax deductible .
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el By S a5
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fns 3 IS T AU 3,150 Geans s (s SV G YT J2 oLl (el
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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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Don M. Chance (An Introduction to Derivatives P.4) LJWl il de g g0 Clio iy (V)
iz AV s saal e BN o 45 )
“ futures contracts made on organized exchanges called futures markets.”
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(Robert brook’s , Interest rate Risk management p 257).
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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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shams university)"
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development, Britanica vol 16 op. cit.p.449.
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(\) Inflationary tendencies have directed attention to stock exchanges as a means of

offsetting prices (Encyclopedia Bitanica v.16p.542).
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=" Inflationary banker distributions may also involve securites previously issued and
outstanding but not publicly distributed. (Archer choate op,cil 122).
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(}) The problem might be overcome in some cases by offering participation in the
management of to new shareholders. Yet the original are usually loath to introduce
a new managing owners. Archer Choate op. cit p.157.
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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

:ﬁTJﬁg;

Slel VAAY L ST &gl jae By e — VYY) (3, oo sl) sl dgme 5 S ()
(Gl ) QUG g Ball B AT sy Lagh 550 Lzl
(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 .

+ el @il s LD

oy 1S b Gyl (6l Lew I Gadl p Jgld) G o
U BV de W pn Jaladl (5,2 1 Bl BIS Jots LS5 ¢ an
25 b b ol oo I G gl (§ 8 G155V oda SIS o pow Lo slubs] Gl
O3 @ 8 8k dik Lede Joladl o5 el gy oo I Gsndl ( Ldde Jolad
3 5k s ol elaw U Blazu

o Market structure & gl & sl (Sa dpud LSSy sl o ik
U Al oy A1 eas JB

(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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(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®.

andls 3 Bl G al) dald pay (T J1 a3 allall 5 ol e o2 )1 e s
e oo Ol o BBl e Lokt w5y e 2 LT T V) gl plo oo
Lales cc?w,g.édUS Qigcblsya} A two-way auction (i Il o 51 5L

(Y) Robert wessel, Principles of financial analysis, P234.
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The over — the — Counter :  au p1 & Hou!

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
ool sty O aes (b (g 4s e adl (§ S 1y ) ) 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.
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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(1) Kennth Garabade,op.Cit, P449.
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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.

- 68 -



s 3 il (gt B AL 5159 | B 52 L (Ll 11 il Ll

Nationamssociation of securites Dealers Automated Quotation
System

(Y1 el oty VLY e Bbine 3y 5 s 8 ol g a5 5
*s "Termial" id b susy Sl Clawse e dense S G B Co
I oy nild JUN L 48 ) las i eda Lo 55 ki A3LA 83550
V1 pUatdl s 5 5 Ll p g onl aw 055 5 L) -5 A1 &8 Ll olas ) e
Ml oda ,ghas s & slall G5 £ 5 mll 355N Sl G Je A dally
FIPCI @J}Q\ Sl ellaw ol AU pudl SLELS e O‘jj”.b!.g "inputs"
B Al o 2l el Aol Al e sLadll o5 s (B e L SULIL
Sl I o I (5 sl G 05 Lag ¢ Lagode ST e el 5 Y I
PRA|

L el 2 ol 5 adl 5 0 sl o 5 I e b (G (5 gl U
Sl I ediny all el Lgs ja IS ol s 5o Basliasy Q5 Ce 5 5o
il Sl 55wl b Lol 43 L)l

SUb s el 25,0 a2l b 18 Bl Sl I e 5V (5 gl Lol
Al

35 Lo gl Ll S 158l b gl 5 ol OF S kit
.g\;ﬁﬂ‘ydbéw&aﬁw

Sl bl e Gl (3 slans g1 50 LiS 8305 Lo ikl pladl dels 235 1
S o ane (5005 05 ot s OF S ol 2l el el Jels ol 25,20
(B sdl G ALl 5l il s s sland e el OIS

e ke ol Sl 5N o e le oo oLl uw;wwmopm@j
o Wby Ujle 13815 s Y el oy Y1 o) pllas IS o gkl 2
P e gl ol G sl JLasN I IS e 55l

B G dl L) JI Loy &5 G gedls &5V G pdl piis | W5
Al 1O sl

(1) A. Kennth Garabade, cp cit, p.441.

- 69 -



: Third Market : &L §gud

3 3l e LI GBY1 8 el el o I b 5 gl Ly o5 i Lini
Gy 2 BN Gyl 3 Jalad) oz 3] n iz oY1 (S5 ¢ a1 Bl g
s 1 G gl G 50s Bl o s 28

e Sl 1 B L QL 1S pmnall g2 3 sl odn 3 (3 ol Jal
b Sl 3 als G elo o1 3 8l LI G155 Y1 8 1S LoD Lgms
fansy b Bl el 2Ll 4550V sl SLY U wlio s ol & st 3 85 221
s ) Gl sl J sl 330l 3155 Y1 Jam Je S e ol (52

o5 5 sl OB ¢ s I b B gl b G 05 Bl OF e 0 1 e s
Gl s e 158 Gandl ol Lo 3T Wy co 5l 3 Joladl ey
Ll
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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.

-84 -



estimate to compare with the stocks market price
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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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(Y) Charles Amoc Dice & Eiteman op.Cit. P554.
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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 determine where the market is and it
also indicates where the market is going'

oS by deleall ol 2l SNl &S > clawye &Ll ol el
i 5 Sl 6 &y o) 01 U 5 Lgalaish 5 ) 3S > Ll ¢ Jidl

. Primary movement :3J Y4 4 N

. Secondary movement 4 gl i A1 G0

.Day-to-day fluctuations :d. oJI coldadl qt

Bulish Us yawo OIS ¢l s 3 5| M\O;Ns_;@suﬂ\ iS ol 2l L]
¢yl Wby o ol e ) & 0 Y1 S A jBearlshLJ)J;uLSﬂ
e Ll 4l odin lows] L.;)L,g;.dw(;j;.,aw 15 G sl OIS L 13) 5
Gyl oL o Lo 5T LI5N1 B 1 cads s yrall G151 e il 55
PR -SU L?,Lw‘ﬁ\ —s.bl Trend of the market

NI 3 Wb aslany A VIS A o il Laded G gud & S1ES A L]
G el Blatal U3 iy 5 3] B ] ol B o B3l 38 Al odn o
G oo O U G Al Gl (] el Ey Sl aslaal iney aslis Y
G osi Pl IS A e L Wl s G Jb (3 Jan 5T dsloo Gsm Jb
Dullness in the mari<et D deas O - Gaadl L s Gl bLES
. activity

el 5 S ¢ Day-to- day fluctuations & sl ol L
Gl pandl comd ) o G Ll B e Y b Gl L B & )
ol (PFC) i Point and figure charts — &5 alls O p2dll Lgoddtos A sl A
0 oz ¥ o 365 e IS 3 5T ) o5 5T ) 5 e o Jiy 05 pmdl
Baball &30 piall L O ) ety lins el yo s 3l dyidor 5 50 () (PFC)
g e sl o el s et A eds RIS gl N 08 Y o g e 05 I

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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(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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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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