Margin Purchases  
     With a cash account an investor who purchases a security must pay the entire cost of the purchase with cash. However, with a margin account the investor must come up with cash for only a percentage of the cost and can borrow the rest from the broker margin purchases are usually made in the expectation that the, stock price will rise in the near future, meaning that the stock’s current price is too low.

           Initial Margin Requirement

      The minimum percentage of the purchase price that must come from the investor’s own funds is known as the initial margin requirement. 

Ex. An investor who purchases on margin 100 shares of Widget corporation for $ 50 per share. With an initial margin requirement of 60 %, the investor must pay the broker 

               $ 3000= (.60 x 100 shares x $ 50 per share) 

The remainder of the purchase price, $ 2000 is funded by a loan from the broker to the investor.

$ 2000= (1-.60) x 100 sharer x $ 50 per share)
Actual Margin *Bu değer her zaman takip ediliyor    

        The actual margin in the account of an investor who has purchased stocks is calculated as:

                                          Market value of assets -  loan 

       Actual Margin =  ---------------------------------------------

                                          Market value of assets

       The daily calculation of the actual margin in an inventor’s account is known as having the account market to market.

        At first Initial Margin = Actual Margin 

Burada dikkat etmemiz gereken durum ; 

Hisse senedinin fiyatı $ 25’a  düştüğünde toplam piyasa değeri  $2500 oldu. Bu tutar $2000’lık broker tarafından verilen borç tutarının üstünde… 
Ancak hisse senedinin fiyatı $15’a  düşerse toplam piyasa değer $ l500 olur. Bu tutar $2000’lık broker tarafından verilen borç tutarını karşılayamamaktadır. 
Margin Purchase da broker müşterisine borç verirken, borca karşılık olarakta 100 adet hisse senedini rehin tutmaktadır.Bu hisse senetlerinin pazar değerinin borç verilen tutarın altına inmesi durumunda zarar edecektir. Borç alan müşterinin bu zararı tazmin etmeme olasılığı da mevcut riskler arasındadır. Bu durumdan korunmanın yolu;

Maintenance Margin Requirement.

        To prevent such occurrence, brokers require invertors to keep the actual margin in their accounts at or above a certain percent age. This percentage is known as the maintenance margin requirement. Brokers have the right to set this margin as high as they want.

        Undermargined      

       If an account’s actual margin falls below the maintenance margin requirements, the account is said to be undermargined

Bu durum da broker will issue a margin call. Margin Call’da bulunan Broker 3 şey yapabilir.

1 ) Requesting the investor to deposit cash or securities into the account. 

2 ) Requesting the investor to pay part of the loan .

3 ) Requesting the investor to sell some securities currently held in the account and use the proceeds to pay part of the loan.

       Overmargined    

       Hisse senedinin fiyatının artması durumunda yatırımcının elinde bulunan hisselerin  toplam piyasa değeri  de artacaktır . Bu durumda yatırımcı  fazla nakiti  (excess cash) çekebilir.

Potential  Margin Account Conditions and Actions for Margin Purchasers 

Purchase Price = $ 50 

Initial Margin  Requirement = % 60

Maintenance Margin requirement = % 30 

       










 Current Price

                                                  $ 25                          

 $ 45                          $ 60

Actual Margin                         % 20                       

% 56                         % 67

Condition                       Undermargined                          Restricted              Overmargined

Potential Actions        1. Add cash or sec                     1. Do Nothing          1. Do nothing 

                                    2. Add cash to pay off                                                2. Withdraw excess 
                                        part of the loan                                                            cash
                                    3. Sell securities to pay
                                        off part of the loan 

Maintenance margin             

  Actual margin                        Actual margin 

                               

requirement % 30                 

  is in between the                     is far above the
                                

higher than the                     

  initial margin req.                  maintenance and
                                 

Actual Margin %20                            of %60 and main.                   and initial margin

                                                                                                                 maintenance                           requirements
                                                                                                                 requirement of %30
Ex 1.  Actual Margin = %69  olduğu ve hisse senedinin fiyatının arttığı durumdaki getiriyi gösteren örnek.

Rate of Return 

Stock price rises from $ 50 to $ 65 

1. In case of buying securities instead of using margin purchased %100 cash financing 

Po = $ 50
Pı = $ 65

    


                                          65 - 50

                             Rate of Return =  ------------- = % 30

    


                                              50

                             % 30 = ($ 15 x 100 shares)  /  ($ 50 x l00 shares)

2. In case of using margin purchase.

     % 60 cash, % 40 loan financing.

                                 Stock’s capital gain       Loan expense
                                  ($15 x 100 shares) -  (.11 x 2000)

    Rate = % 42.7  =  -------------------------------------------

                                       (.60 x 50 x 100 shares )

                                             Initial investment
                                1280     ------ net ( - loan payment )
                            = --------

                                 3000    ------ initial investment
Ex 2.  Actual Margin  = % 50 olduğu ve hisse senedinin fiyatının düştüğü durumdaki getiriyi gösteren örnek.

1. In case of buying securities instead of using margin purchase. % 100 cash financing 

      Po = $ 50                                            40 - 50

                                  Rate of Return  = --------------   - 20 %

      Pı   = $ 40                                               50
                                 - 20 %  =  ( - 10 x100 sh )  /   ( $ 50 x 100 sh )

2.  In case of using margin purchase 

% 60 cash  % 40 loan financing. 
                                                  ( - $10 x 100 shares ) – ( .11 x $ 2000)

Rate of Return  =  % - 40.7 = -------------------------------------------------
                                                            (. 60 x 50 x 100 shares )

                                               -  1220

                                           = ----------

                                                  3000

 Short Sales 

 Short sales are usually made in the expectation that the stock price will fall in the near future, meaning that the investor thinks that the stock’s current price is too high. In short sales investor sells a security first and buys it back later.

           Within two business days after a short sale has been made the short sellers broker must deliver the appropriate securities to the purchaser.

- the inventory of securities owned  by the broker age firm itself .

- the inventory of another broker age firm .

- the holdings of an institutional investor (such as a pension fund ) that is willing lend its securities.

- the inventory of securities held in street name by the brokerage firm for investors who have margin accounts with the firm.

Initial  Margin Requirement 

The minimum percentage of the sales price that must come from the investor’s own funds is known as the initial margin requirement.

Ex.  A short seller who sell  100 shares of XYZ for $ 100 per share with an initial margin requirement of % 60 the short seller must pay the broker 

            $ 6000 = ( .60 x 100 sharer x $ 100 per share )

1.  A şahsı, B şahsına ait hisse senetlerini emaneten  alıyor ve satıyor. $100 x 100 adet = $10.000 satıştan elde edilen gelir. Ancak bu parayı kendi hesabına daha geçiremedi, geçiremezde…
2.  Yukarıdaki (1’deki ) işlemi yapabilmesi için Broker’a $ 6000’ lık teminat, göstermesi  veya nakit yatırması gerekir.

Actual and Maintenance Margin.
Initial margin requirement olarak $ 6000 alan broker ve emanete hisselerini veren yatırımcı kendilerini hisse senedinin fiyatı $160 oluncaya kadar koruyabilirler. 
Buradan sonra ki kayıplar da emanete hisse veren yatırımcı broker’la muhatap olacaktır.

                             [Short sale proceeds + initial margin]   -  loan

Actual Margin =  ----------------------------------------------------------
                                                               loan

Potential Margin Account Conditions and Actions for Short Seller 

Short Sale Price = $ 100

Initial margin requirement = % 60 

Maintenance margin requirement = % 30 

                                                                        Current Price

                                          $ 130                           $105                                $90

Actual Margin                    %23                            %52                               %78

Condition                         Under margined        Restricted                    Over margined

Potential Actions            1. Add cash or sec     1. Do nothing              1. Do nothing

                                        2. Buy back stock                                          2. With draw

                                            to pay part of the                                            excess cash
                                            short position 

Ex )   If stock prices rises to $ 130 per share, the actual margin is  

                       (( $ 100 x 100 shares) + (.60 x 10000)) – 13000

         23 %  = ----------------------------------------------------------
                                            (130 x 100)

Rate of Return 

Po = $ 100

Pı  = $ 75

Divı = $ 1 

                                                          ( 100 – 75 – 1 )         $ 24 

                         Rate of Return    =  --------------------   =  ------  = %40
                                                            (.60 x 100 )             $ 60

Po     =  $ 100

Pı      =  $ 120

Divı  =  $ 1   
                  





  ( 100 -  120 – 1 )         - 21

 Rate of Return on short seller =  ---------------------  =   --------- =  - % 35

                           




  ( . 60 x  100 )                60

