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Trust and Clients’ Securities Held by Securities Firms

Kumiko KOENS
(Faculty of Literature & Social Sciences)

In securities markets, entities that can deal securities are limited to members of market associations like
securities firms in order to maintain efficiency of their operation. Naturally, those securities firms hold
securities not only for themselves but also for clients. Although clients should be the owners of their own
securities, the Japanese legal system does not give a satisfactory explanation for the ownership of clients’
securities as such held by securities firms in certain situations. The main obstacle to this problem is that
the securities firms necessarily deal with clients’ securities in the markets by their own names. Moreover,
Japanese civil code obligates the securities firms as delegates to transfer assets which they obtain through
market trades to their clients. It presumes that the securities firms obtain the property rights to the
securities first then transfer them to their clients. This presumption, however, faces to a difficult problem

when the securities firms go into bankruptcy before transferring the securities to their clients.

This study will focus on the relationship between the securities firms and the clients and will argue to
utilize trust theory to solve the problem as above. Especially, dual ownership construct of legal ownership
and equitable interest is a useful concept for further study in relation to intangible assets such as money

held by intermediaries.



