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ABSTRACT

This paper attempts to highlight the importance of evaluation of institutions -Through the evaluation of
securities in the stock market values - for the process of decision-making for financial investors, which falls
under the conduct of their portfolio of finance. Through exposure to the entrances used in the analysis of
securities. Firstly the assessment methods used in the stand of the value of the securities and secondly the
framework of monetary and analysis of these approaches and methods, in order to upgrade and assist investors
to rationalize their actions and decisions, which is reflected on the efficiency of the financial markets.
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Introduction

The financial investors’ aims are to invest in securities so as to maximize their earnings and benefits. The
value and cost-effectiveness of such securities will consequently lead to increase their wealth (high value). To
achieve this, they have to provide methodological tools to help them in making decisions related to that. So
they have to buy or sell or keep each case within the Policy and strategy followed in the conduct of their
portfolios. Above, makes the process of analysis and evaluation of securities of interest to clients of stock
market values, as is an important step in the selection of securities to be invested in them. For managers of
investment portfolios analysis is important at the beginning of the formation of the portfolio because knowing
about the securities will give them an insight about the perspective of financial profitability and risk. So the
investor can achieve his goals behind this analysis and is able to examine many of the investment alternatives
available before making decisions related to possession or lack of possession of securities. The analysis remains
the role of constantly evaluating the portfolio with the flow of continued new information. The entries
represented in the analysis system contain techniques diagnosis and assessment of the target securities (entrance
analysis Statute), techniques and methods to study the movement of prices to see and the discovery of a pattern
path in the near future (the entrance to technical analysis), in order to take the appropriate decision according
to each circumstance. Evaluation plays an important role when you try to stand on the value of real securities,
and discover opportunities for profit, and then forwarding the decisions. From the above, this paper attempts
to identify and highlight the importance of the methods and techniques of assessment institutions in decision,
-Financial decisions associated with investing in the stock market. On this basis this topic will address the
following elements:

2. Entrances Used in the Analysis of Securities:

There are two entrances common in the analysis of securities used by financial analysts, as  they are built
on the foundations and philosophy  which are quite different from each other, namely.

2.1 Entrance of Technical Analysis:

This entrance is one of the tools used in decision-making associated with investing in securities. It is to
track the movement of prices and trading volumes, which were already registered in the market to discover
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the behavior or a pattern of price movements, to be on the track - according to a specific time is - making
the right decision for the investor. On this basis, this entrance can be defined as: analysis which studies the
market using mainly curves to detect the moment of evaluation of the impact of a reflection of future trends
on prices, so it seeks owners of this analysis to consider all the causes of supply and demand and how to
regroup in the past for various stock prices, through the analysis of motives and decisions of investors. Thus,
these analysts are composed of a picture of the causes of the movement of prices and a pattern to follow,
which may allow them to take decisions for the benefit of their customers is conducive to additional gains.
The timeliness of decision-making is one important factor and is specific for this entrance, as knowledge of
the behavior that the conduct was prices and, in light of the emergence of previously seen and their impact
on prices will be an opportunity to move prices to the same conduct. This entrance is based on a set of
assumptions as follows:
1. Determined by the market value of shares on the basis of market forces that are in demand and supply.
2. That supply and demand are based on various factors, some objectivity and not objectivity, the objectivity

factors are within the scope of fundamental analysis, while non-objectivity factors are not within in the
scope of analysis statute, for example the mood of investors. 

3. The market provides a mechanism continuous for weight of each variables that govern the supply and
demand, both objectivity and non-objectivity, to automatically determine the favorable prices.

4. With the exception of minor fluctuations that occur in prices from time to time, the overall situation
requires that stock prices tend to move in a certain direction and continue for a long time.

5. The change in the direction of stock prices in the base is caused by the change in the relationship between
supply and demand and reasons for these changes can be known by tracking what is happening inside the
market itself later or sooner.
The purpose of this analysis is to study the movement associated with prices in the past, technicians used

several methods to enable them to do this, in particular the moving average and rely on fee maps. Among the
known methods in the field of technical analysis, there is the theory of Dow which is the oldest and most
popular analysis tools in this entrance. The theory attributed to Charles Henry Dow, and the Dow Jones index
linked with Charles Henry Dow’s name has been linked to the average of industry, which contributed to the
building with his partner, Eddie Jones. The reasons that led to the success of this theory is forecast by the
financial crisis that occurred in the thirties which resulted in the great depression, One of its founders used
an analysis based on the theory of Dow, pointed out that the period of bullish market over the period has
started the bear market, and as predicted, indeed the stock prices fell. It is also Ralph Nelson Elliott who was
among the pioneers in the adoption of technical analysis approach, as founded in the thirties years. He
complied in detail the description stock exchanges courses better than his predecessor (Dow).  There is a
theory and methods coupled with his name (Theorie ET methods d’Elliot), with his method of analysis
predicted in 1935. The center of the reform movement known to the stock exchange as the period of decline
Serious price predicted by Dow) that the U.S. market is at the beginning to regain strength and permanently
recovered (high prices). Among the methods used in this analysis in addition to the Dow Theory and the
theory of Eliot, for example, is the following:

2.1.1 Index of the Relative Strength:

This method tries to find stocks power relative, as this concept says that the degree of price volatility
shares vary, so there are some stocks that rise prices sharply and rapidly in response to the rising market, but
prices respond slowly to the decline in market situation trolleybuses, this type of stock which is characterized
by such behavior is called strong prices. And then we find analysts trying to use some indicators to discover
it as an account of average yield on investment for the shares to which classified shares of the average cost-
effectiveness of high as characterized by strong relative, in addition to the use of other indicators, may be the
use of drawings and maps showing the indicators used, and that to allow read and follow the best for these
types of stocks.

2.1.2 The Expense of Moving Average:

 Based on this method, the technicians believed that the prices of stocks tend to conduct towards a certain
direction, so they are doing expense of moving average for share price for a sufficient period to enable them
to rule on the direction of movement of prices in the long run, if by what has been discovered that they can
determine the appropriate time to take the resolution. 
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2.1.3 The Use of Maps:

The technicians would most likely use the maps, this explains the link designated by and, according to maps
in many transfer of information and indicators that track the behavior of prices in the past, which allows the
analyst to see more accurate information if they were in the form of numbers, and benefited from this in the
analysis leading to the conclusion to determine the times of rise and fall and the duration of that. For this
purpose there are several types of maps, as maps, columns, the point and figure, as each type is used for the
purpose for which  the analyst tries to access to it.

From the above, we can observe two things are linked with this entrance; they are:
1. This entrance does not recognize the form of market efficiency when the level is low, the technicians of

this entrance try to analyze the movement of stock, to find a pattern or conduct to achieve the
extraordinary profits, and therefore they do not think that the movement of stock randomly corresponds
to the market efficiency.

2. That the output of this analysis is not in determining the value of the shares, the technicians are trying
to find a pattern that is used by price to let them determine the time of rise or decline and then take the
appropriate decision, the technicians for this entrance aim to determine the appropriate time to make a
decision, they cannot determine the suitable values for the shares.

2.2 The Entrance of Fundamental Analysis:

This entrance use to data analysis and economic and financial information to predict what will be the flows
of profits and the company's future. This analysis is based on the philosophy and ideas derived from theories
of Investment and  Evaluation, it starts with the stage of diagnosis and collection and analysis of the
information, then in a second phase to measure the value of shares that will end up. In this entrance, the
technician’s aims to search and access of the true value of the securities, this entrance use the assessment
methods. That the real value of the securities is determined in accordance with the underlying factors resulting
from specificities of the issuing company of  these securities, and the impact on the future flow and the rate
of cost-effectiveness and risk for these securities. The investors following this approach in the analysis and
evaluation of securities - to reach their goal in a good way - the methodology is clear and sequential, which
include information gathering and analysis and diagnosis of all the circumstances leading to the rate of flow
forecasting cost-effectiveness and financial risk associated with securities, and then resorting to the evaluation
process to reach the true value, after that take the appropriate decision. Therefore, in this regard, that the
financial analyst takes a longer time and adequate care in the first phase of collecting and analyzing
information, given the sensitivity and the impact outputs directly to the assessment process and the real value
of the securities on the hand, and on the other hand the length and multiple steps.  
From the above, the financial analyst who uses this entrance must do the following steps:

2.2.1 Phase of Analyzes the Basic Factors:

In this regard is the analysis and diagnosis of the factors colleges of the economy associated with the
sector in which it operates the company and relates directly to the company. As noted, this analysis is the
sequence order, from the macroeconomic analysis of information, through information on the activity of
economic sector target, then information on the company target. On this basis, there are two methods that are
recognized and which the Analysts follow, that is the line of the preceding analysis, namely.

2.2.1.1 The First Method Is the Method of Analysis from Top to Bottom:

Where they are in accordance with this method - which is also called the analysis of all to Part - Analysis
of the conditions and macro-economic factors of the state, then followed by analysis of the conditions of the
economic sector in which it operates the company’s place of evaluation, and then analyzes the factors of the
company itself.

2.2.1.2 The Second Method Is the Method of Analysis from the Bottom to up:

Also called analysis from part to the whole, where this method works by reversing the previous method.
Some analysts believe that tracking both methods will lead to achieve similar results of the analysis, but the
reality is that this case is an exception to the general situation where the results are close; otherwise, what
explains their use in the analysis despite the passage of the same stations. On the basis of the difference
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between the uses of methods at the level of their results, raises the question about better and better access to
the results of an approach to reality conducive to sound decision-making and correct for the benefit of the
investor.

Generally, the financial analyst when he decides to choose one of two modes or combine them must focus
on two main points, which are:
1. Take into account the running costs of the operation, so try to use method, which allows him access to

the discovery of investments of gravity and the lowest possible cost, the fact that the increase in the latter
would reduce the expected profit margin.

2. The financial analyst must be aware that any method chosen and access to the value given to the shares,
is only the view of carrying capacity if objectivity was the subject of consensus and acceptance of the
dealers in the two years market, whether they are investors or financial analysts, because if they are not
aware of the market later that the real value is that value reached in its analysis, it cannot bring extra
profits.
Therefore, the analysis of the basic factors focuses for three main areas are: (Analysis the macro factors

of the economy in general, analysis of the status of the economic sector in which it operates the issuing
company of the securities and analysis of the issuing company of the securities itself).

There is no doubt that the foregoing is helpful to gather the required information to measure the real value
of the securities in the future, it does not complete the picture for financial analysts only upon the process of
forecasting the performance of company in the future, and through the preparation of financial statements
estimated using the overall diagnosis and focusing on Financial diagnostic and strategic knowledge and can
predict prospects for the company in its home market, in addition to the analysis and to identify strengths and
weaknesses of aspects of the company’s internal opportunities and threats associated with the ocean in the
outer light the general economic situation and the circumstances of the sector in which it operates the
company, and with financial analysis and diagnosis of the company to the financial statements during previous
periods.

Especially if you are an investor, you must take the following actions before the beginning of investment.
1. Calculate reliable fundamental indicators for stock screening and set your criteria.
2. Call your broker-dealer to investigate about surrounding talks, rumors and trends.
3. Determine the number of stocks to be in your portfolio.
4. Identify yours stocks and give them weights.
5. Determine your in-and-out points through applying technical analysis.
6. Analyze through technical analysis the general trend as well as related sectors.
7. Monitor the prices frequently to be ready for placing orders at targeted prices.

2.2.2 The Phase of Evaluation:

Previous analysis looked for direct investment through the passage of various stages, at the same time to
collect information and data in order to stand on Securities that is attractive to make appropriate decisions. In
order to access to that stage, doing the evaluation phase complement the first, affecting output of the analysis
directly in Inputs to the evaluation process, which is in two parts are essential, consists in the future flows,
and distributions profits and the discount rate.

After collecting the data and information derived from steps of analysis and diagnosis in the previous
phase, the analyst’s study, classification and analysis of the translation in the form of the value of the paper
on financial mechanism targeted by the evaluation, the classification process and analysis complementary to
the analysis in the previous phase, and take considerable time and effort, because the process of analysis in
the previous phase had separated, and touched all aspects of the investment, made in the stage analysis of
inputs that directly benefit the company in the assessment. However, all this must be going through the
reclassification of the results of the analysis and reconciliation levels of analysis prior to the final exit of the
inputs to the process evaluation.

After doing all the analysis the following things are obtained: 
1. A series of expectations of flows of profits, in addition to the dividend of interest to the investor in

financial stocks, primarily because they represent real flows that will get them to reverse the gains that
represent wealth for the shareholder. 

2. Determining the discount rate, since in this regard is the use of the rate of cost-effectiveness required by
the investor in the securities of the company concerned, which is determined by the light of the risk
premium which corresponds to systemic risks associated with this investment, and often use pricing model
for the balance of financial assets in its selection.
Then one of the methods adopted is used to assess securities to obtain the real value of the corresponding
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information that has been analyzed. This value is considered as a way out of the evaluation system according
to the investor's financial decision-making manner, comparing the calculated value with the price recorded in
the stock market at the moment of evaluation, given the ownership of the securities or not, the decision will
be as follows:

* If the value is greater than the true market value, the appropriate decision would be:
1. If the investor owns the securities within the investment portfolio he decides to keep the securities.
2. If the investor does not have the securities he decides to buy to make additional profits when the market

value will rise.
* If the true value is less than the market value, the appropriate decision would be:

1. If the investor owns the securities within the investment portfolio he decides to sell in order to avoid loss
of potential.

2. If the investor does not have the securities, he decides to sell in a way of short-selling, and thus the
investor will achieve extra profits.
* If the value is equal to the real market value, that means there are no extraordinary profits, this situation

is one of the results of efficient market, which leaves no room for speculation, which aims to achieve surplus
value to investors at the expense of others, so the decisions cannot be aimed, the investors can Procurement
decision-making, selling and maintaining the operational framework of financial portfolios, as in this case the
engine to the decision-making. It returns (dividends) and the risk associated with this investment.

In general, what can be seen on the technical analysis and fundamental analysis differ greatly in terms of
the philosophy of the analysis underlying them. As fundamental analysis designed to search for the real value
of securities through an analysis of basic factors that affect the return in the future, the fundamental analysis
agrees with the theory of Investment, it uses assessment methods based on the theory evaluation, it follows
a systematic approach and clear and sound, so it is a professional.

Whereas we find that technical analysis focuses on the analysis of price movements of securities from
market data, to try to discover a specific pattern to choose the right time to take the appropriate decision,
relying much on the idea that the future is an extension of the past, without reliance on the theory governed
by, thus we find that it is a professional career purely unlike fundamental analysis.

At last we can say that, although fundamental analysis is characterized by a kind of slow and weight and
the high costs compared to technical analysis, given the length of the stages. However, it remains the best and
a favorite in our view in distinguishing the following:
1. Compatibility with the theory of investment and the theory of evaluation, because the output is the real

value of the securities, in contrast to the analysis technician who does not reach to the value of the
securities, but the choice of timing only.

2. Using a systematic, clear and sound, proceeding of the collection, analysis and diagnosis information about
the securities, to be in the latter translation in the form of real value to the securities.

3. Proved the medium and strong of market efficiency are difficult to be achieved, which makes fundamental
analysis feasible, contrary to technical analysis, which is used less in forecasting.
Can say that what is already not underestimated the technical analysis in which we find it used widely

and has many supporters in the stock market, and underline its importance and usefulness in the analysis, we
find it has come after the basic analysis, which means that it is an analysis newly came as a more practical
and an alternative presents itself in the analysis in the stock market, as it appears that its supporters believe
that non-random shares on the stock market, and then they can practically do the study of prices and the
decisions leading to extraordinary profits. We find that some users pointing to the feasibility and importance
of using both analyzes together, because they complement each other in connection with the decisions of
financial investment, so that the fundamental analysis useful in the selection of securities attractive in the
future, in the medium term, will become the role of the technical analysis to choose the right time to buy these
chosen financial securities. We also find in practice that the users  utilize the basic analysis as they know the
basic rules of technical analysis, in contrast, we find that a large number of professionals agree with the
methods of fundamental analysis. 

3. Methods of Evaluating Securities:

In reviewing the previous entrances in the data analysis and information in the field of securities analysis,
we note that the entrance of fundamental analysis is important because which requires at the end of his
compilation and analysis of data for assessment methods that help to reach the real value, according to the
evaluation of financial investors in the management of their portfolios and the discovery of differences in
value, and then service decisions in the area of financial investment.
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As previously noted, investors need to use methods to enable them to make informed decisions and
rational access to the real value of securities is the most important factor, and thus the adoption of fundamental
analysis and more and more comprehensive assessment models are necessary to do so. The move of market
participants about the rules of evaluation that would lead to investment decisions and speculation is rational,
which is reflected in a decrease in the efficiency of the market, and then a high degree of risk of order and
a high rate of profitability is required, and the low attractiveness of the market to invest in it.

3.1. The Dividend Discount Model:

This model was discovered by the Economist JP Williams in 1938. This model became the basis of
financial theory, meaning that the value of any asset (financial or physical) is represented in the value
corresponding to each financial flows expected by him, and the idea of this concept is based on the work of
the Economic Fischer Established in 1907, the foundations of analysis of the current value, and that analysis
of interest rates on the grounds that it rates (discount rate) and flows of the treasury on the basis that it can
be estimated amounts of cash. This model has been criticized by "Graham and Dodd, they developed this
model in 1962 in the primitive form, where it can be relied on to predict all of the value of the future
expected distributions and the discount rate to find the real value per share, according the following equation:
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Where: 
V Means the expected value of the share
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This model stems from the theory of investment, as it trying to stand on the value of the stock, which
represents the amount to be invested with the corresponding flows expected to obtain them, and of interest to
dividend invested in first class. As previously noted, the philosophy of this method stems from the basic form
by the Economic Fisher in accordance with the following equation:
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Where:
V Means the real value of the asset
D0,D1,Dn Mean the future cash distributions
Vn Means value of the asset at the end of the period
t Means the discount rate

Can rewrite the previous equation in the following manner: 
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Many analysts prefer to use equation (2) over Equation (1), due to the following considerations:
• That investment in general and investment in securities in particular is characterized by movement and

trading, because the flow of information, and change the investment strategy, which makes the acquisition
of investment limited to a certain period.

• That the theory of investment takes a limited period of investment when using these models, and
sometimes on the horizon average does not exceed five years, even if the investor aims at for the
acquisition of investment for a longer period, because the flow forecasting will be random and is
characterized by the situation of uncertainty as we head towards long term, which does not make them
a real value for investment.
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The above  represents, a purely mathematical equations does not present Problematic when you choose
the equation in the appropriate account, but for the account to be defined should focus on four important
components are (Dividends, the discount rate, the period of investment and the value at the end of the period).

3.2 Model of Multiple Price to Return:   

Using the multiples to know the value of the original terms of the number of times to be achieved from
the proceeds to cover its value, There are many multiples used in the assessment of public institutions, which
reflect the different positions of the goals and evaluation processes, but in the assessment of stocks of
companies for decision-making in the context of investment in securities, and often resort to using this model,
because this model is among the most important indicators that is calculated in equity values for all investors,
even for analysts who rely on technical analysis, and is considered one of the stock indexes that focus on the
behavior of stock prices in the past, and is published in the specialized press in the affairs of stock exchanges.

It is practical and realistic, given the frequent widespread use by many financial analysts and traders in
the market, on the other hand easy to apply and understand as compared to other ways. Will help these factors
in determining the credibility of the findings and to demonstrate its adoption as one of the most important
indicators for the evaluation and financial decision-making for investors, despite its limitations as a result of
some shortcomings, particularly with regard to the selection of its components, who is not uniform among the
various actors, which may lead to access to misleading results in decision-making.

This model is affected by the outputs of the accounting information system at the level of return, which
may lead to serious mistakes in decision-making process at the level of international investment, because
different accounting applications in general.

Nevertheless, this  model is the most reliable and widely used, as it is generally accepted by the dealers,
this property makes the results of this model objectivity in the market, so it must be to modify and standardize
its components in order to give a uniform reading and the results are similar for different dealers in the market,
and also on the level of the various international markets, especially with the growing phenomenon of financial
globalization, which will help strengthen its position as an important indicator of all dealers in the various
financial institutions.

The equation of this model can be written as follows:
Pr
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Note that this model focuses on two basic components which are Price and return.
Above, it is clear that both models have advantages and disadvantages, so they are important and allow

the investor the flexibility to  choose one, as each model is used objectively and by the status that have them
and how much the ability to provide information within the components, in addition to the time factor. But
there are some observations to be commented on when using these models, such as:
• Both models are working on an expected value of the securities in terms of their inflows future. However,

we believe that the first model is best suited to reach the real value of the Securities but the second model
is characterized by being heavily influenced by its components and accounting applications, which may
cause errors for financial investors when making their decisions.

• On the other hand, we find that the second model is characterized by simplicity in account as compared
with the first model, which explains the spread of  use in professional circles, and generally in financial
markets, as it extends its use to choose the investment in between companies and sectors. 
As we find it used in the evaluation of institutions for the purposes of negotiation from the perspective

of comparison, we find among the indicators that make bulletins financial markets tracked by financial
investors to see the performance of the financial market, can overcome the negative excellence by consolidating
account components at the local level, as at the international level through professional bodies and financial
technicians.

4. Conclusion:  

Through our review of this subject it is concluded that there are two entrances that are common in the
analysis of securities which are, technical analysis and fundamental analysis that differ in the philosophy of
analysis that sustain them. The fundamental analysis aims to find the real value of the securities through the
analysis of financial fundamental factors that affect the value flow in the future. This method agrees with the
theory of investment, and using assessment methods based on the theory of evaluation, it follows a systematic
approach which is clear and sound, and thus it is characterized by the professional academy.
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While we find that technical analysis focuses on the analysis of price movements of securities from the
market data from the past, to try to discover a pattern in particular, is on the basis of the timing of the
decision-making course. It depends very much on the idea that the future is an extension of the past, without
relying on the theory governed by, and thus we find pursuant to a purely professional. In general, through a
review of the entrances analysis of securities and methods of evaluation of the institutions used in this context,
it is clear the importance of evaluation is an important element in the direction of information and decision-
making of financial investors, which strengthen the capacity of investors in making investment decisions  if
what has been the adoption of a sound methodology and the organization and deliberate in the use of tools
presented in this study preceded by the evaluation process.
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