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9  “On the risks arising
from financial
transactions out of funds
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In the current Japanese legal
structure, the counterparties who
trade with funds entrusted at




entrusted at Japanese
trust accounts”’

Japanese trust accounts are allowed
to expect not only fund assets but
the proprietary assets of the trust
banks or trust companies to be used
for settlement of their trades, as
long as there is no limited recourse
clause in their trade documentation.
Such structure implies that trust
banks or trust companies effectively
extend guarantee to the trade
counterparties of the funds.
Because the risks arising from
trades out of funds are increasing in
these days and most of the trades
are without limited recourse
documentation, the trust banks and
trust companied are under pressure
to enhance their risk management
for the entrusted funds.
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