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

man” (1.

2 . . .
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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

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 .
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Speculation: Adventurous dealings or rather commercial gambling’s.
The evils produced by the species of gambling named speculation.
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“ Speculation is controversial. Futures and options markets have
taken much criticism including accusations that their activities are
tantamount to legalised gambling” .
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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 ‘.
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Keynes defined speculation as the attempt to forecast changes in the
sychology of the market.
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Keynes likened speculation to a newspaper competition in which the

competitors have to pick out the six prettiest faces from hundreds of
photographs ®.
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For Smith the speculator is defined by his readiness to pursue short-
term opportunities for profit .
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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.
Sl od Cind e s b ) AN e ol e w1400 VAE] e 5 (Y)
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He who sells what is not his’n, Must buy it back or go to prison @,
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(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 ” @,
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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-
COR <))
view .
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(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
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Financial Investment : @Il bellu ¥
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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.).

(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.> (&)
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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 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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" 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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