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Provisions for Short Selling in the Stock Market
( A Comparative Study)

Nuha Khaled Essa
college of Law /University of Babylon

Abstract

Short selling is one of the trading methods that allow the investor to take advantage of market
downturns without having to wait for the decline to end to enter the market. Selling is defined as when
the investor sells financial assets such as stocks, currencies, etc. without owning this asset, but rather
borrows them, and then repurchase them when the price in the market falls, and thus he can achieve
profits represented in the difference between the selling price and the purchase price.

Key words: short sale, investor, lender, borrower, broker.
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7- Securities and Exchange Commission.

8- Rule (200) Definition of “short sale” and marking requirements (a)The term short
sale shall mean(( any sale of a security which the seller does not own or any sale
which is consummated by the delivery of a security borrowed by, or for the
account of, the seller)).

9- Art (2/b) ((‘short sale’ in relation to a share or debt instrument means any sale
of the share or debt instrument which the seller does not own at the time of
entering into the agreement to sell including such a sale where at the time of

entering into the agreement to sell the seller has borrowed or agreed to borrow the
share or debt instrument for delivery at settlement)).
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59 0m 2014 g i giall da)

S SN adsall Je s &isy «The History of Short Selling and Regulations —15

(( /https://speedtrader.com/short-selling-history))
16- ey & huJames J. Angel, Short selling around the world with applications to
the , SSE , Washington, 2005, p.5
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Katherine McGavin, Short Selling in a 135 37542 2005 5,00 dadls cdudlay)
Financial Crisis: The Regulation of Short Sales in the United Kingdom and the
United States, Northwestern Journal of International Law & Business, VOL. 30,

Issue 1 Winter, 2010, p.204.
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(https://www.syr-res .com.)
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21- Article 15 ((a) where a natural or legal person who sells shares is not ableto
deliver the shares for settlement within four business days after the day on which
settlement is due, procedures are automatically triggered for the buy-in of the
shares to ensure delivery for ettlement )).
22-  Article (4-2) ((The Commission shall be empowered to adopt delegated acts
in accordance with Article 42 specifying, for the purposes of paragraph 1 of this
Article:a- cases in which a sovereign credit default swap transaction is considered
to be hedging against a default risk or the risk of a decline of the value of the
sovereign debt, and the method of calculation of an uncovered position in a
sovereign credit default swap.b-the method of calculating positions where different
entities in a group have long or short positions or for fund management activities
relating to separate funds)).
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Richard H. Baker, op. cit., p. 6. & Katherine McGavin, op. cit., p.204.& The : Ly
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James J. Angel, op. cit., p.15.& by Richard H. Baker, An Introduction :elly & ,hy,-38
to Short Selling, A White Paper by Managed Funds Association, 2018, p. 4.
James J. Angel, op. cit., p. 17. :lld 4 jhy -39
40- Article 15 (2) (( 2. A central counterparty in a Member State that provides
clearing services for shares shall ensure that procedures are in place, which ensure
that where a natural or legal person who sells shares fails to deliver the shares for
settlement by the date on which settlement is due, such person must make daily
payments for each day that the failure continues. The daily payments shall be
sufficiently high to act as a deterrent to natural or legal persons failing to settle. )).
41-  Article 12 (((1) A natural or legal person may enter into a short sale of a share
admitted to trading on a trading venue only where one of the following conditions is

fulfilled: (a) the natural or legal person has borrowed the share or has made
alternative provisions resulting in a similar legal effect. )).
James J. Angel, op. cit., p.4. <y & by —42
43- Rule 203(b)(1) ((Locate generally prohibits a broker accepting a short sale order
in any equity security from another person unless dealer has: borrowed the security,
entered into a bona-fide arrangement to borrow the security, or reasonable grounds
to believe that the security can be borrowed so that it can be delivered on the date
delivery is due ))
Richard H. Baker, op. cit., p. 4. :&lly & jlai-44
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Richard H. Baker, op. cit., p. 4. & Katherine McGavin, op. cit., p.204. :elly & jhai-45
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James J. Angel, op. cit., p.16. & Richard H. Baker, op. cit., p. 6 :<lly & 47

48- (Article 12- 1-b ) (( (b) the natural or legal person has entered into an agreement
to borrow the share or has another absolutely enforceable claim under contract or
property law to be transferred ownership of a corresponding number of securities of
the same class so that settlement can be effected when it is due. ))

sl G i A Gl Y1 (al 8 A O AT 75 caldl o sl By a =49

50- ((Rule 204 — Close-out Requirements. Under Rule 204, participants of a
registered clearing agency must deliver securities to a registered clearing agency
for clearance and settlement on a long or short sale transaction in any equity
security by settlement date, or must close out a fail to deliver in any equity security
for a long or short sale transaction in that equity security generally by the times
described as follows: the participant must close out a fail to deliver for a short sale
transaction by no later than the beginning of regular trading hours on the settlement
day following the settlement date, referred to as T 4; if a participant has a fail to
deliver that the participant can demonstrate on its books and records resulted from a
long sale, or that is attributable to bona-fide market making activities, the
participant must close out the fail to deliver by no later than the beginning of
regular trading hours on the third consecutive settlement day following the
settlement date, referred to as T 6....))
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.Richard H. Baker, op. cit., p. 7

259



2020 :7 231) (28 laall diludy) aglall G Axaly Alxa
Journal of University of Babylon for Humanities, Vol.(28), No.(7): 2020.

gl cur s A Loy S50a (Bl Huas QL) ol (o a paa bk Ly Sk —60
Dvas gl (3l Ly Jld el agd as I T1oa o i) (Gile s
102 0a Bl

(Bl Huas gald e e L2y 045030a (Ble rae el A G hy 61
(st aml y) e .5 378 Gilu suas Al BV G (Jl8) oLl i A L (1260
Sy A s ccadall de dmn daal L2y (1520a Gilu s (W) G sl 5 Al 5 5Y)
G 0l LA 2D e (2m5/299) salall (i i Sy 54Ga (e iae il
o ad Jl) L

James J. Angel, op. cit., p. 17. :&ly & jlay —-62
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J. Angel, op. cit., p.8, 10 & Katherine McGavin, op. cit., p.223 & Richard H.
.Baker, op. cit., p. 8.

James J. Angel, op. cit., p. 18. :elld 4 )l -64
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65- (Rule 201) ((which remained in place largely unmodified until 2007 stated that

any security registered on a national securities exchange may be sold short at either

(1) a price above the price at which the immediately preceding sale was effected (a

"plus tick"), or (2) a price equal to the last sale price if it was higher than the last
different price (a "zero-plus tick")).
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